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EXECUTIVE SUMMARY

1. Pressure to make quick sales, a limited number of units for selection, and
units released in small batches with price increases, these are some of the
endemic problems that have characterized the sales of first-hand residential
properties in Hong Kong. One and a half years after the Residential
Properties (First-hand Sales) Ordinance (the Ordinance) came into place in
April 2013, the Consumer Council (the Council) conducted survey, focus
group meetings, field visits and research to ascertain whether the new law
has put an end to these problematic issues.

2. The Ordinance aims to ensure information transparency and that adequate
information is provided to prospective purchasers of first-hand residential
properties for a rational and informed choice. The intention of the law is to
promote the accuracy of market information and impose a discipline on the
behavior of persons involved in selling the properties; while still ensuring
that there is not an overregulation of sales practices that might stifle
legitimate business.

3. Legislation is a good start in ensuring a fair marketplace. However, the
findings of this study showed, it is not yet a panacea for resolving the range
of problems that can arise, and which have been identified by the Council.

4, The study is comprised of two parts. Part one is consumer research
comprising a survey of 602 respondents from across Hong Kong, during April
and May 2014 and three focus group meetings in late May 2014. Part two of
the study comprised field visits carried out by the Council, during June and
July 2014, involving 17 residential development projects of different scales of
development by different property developers. In addition to field visits,
compliance checks were conducted on these 17 developments. The Council’s
study commenced in April 2014 and was completed in September 2014.

5. In this report, the results of consumer survey and focus group meetings
conducted by the Council indicate how consumers assess this Ordinance and
what they want to improve. Field visits on selected residential property
developments indicate how in practice consumers are being treated during
the sales process. Compliance checks undertaken by the Council staff on
sales materials distributed at sales offices, documents available on the
developments’ websites and advertisements indicate how the trade has
been performing under the relevant obligations imposed under the
Ordinance. The Council had also made an attempt to identify any market
practices not being regulated could affect consumer interests.
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6.

Key findings of the study are as follows:

Confusing voluminous information and dubious sales practices

10.

11.

12.

Sales brochures, price lists and register of transactions that should provide
accurate and useful information are not always user-friendly to prospective
purchasers. About 43.6% of the survey respondents said “average” when
asked on the extent of adequacy of sales brochures in providing property
information and 44.5% of the respondents considered the price lists
available to the public at least 3 days prior to the commencement of sale
was insufficient. For sales brochures, some were of odd sizes and weights (as
heavy as 3.4kg), and key information such as management fee was not
mandatorily required. For price lists, there were frequent revisions on the
prices. For register of transactions, the information was not readily available
at the time of sale.

Information on price lists can be confusing if not misleading in that units
included in the price lists might not be for sale. This would be inconsistent
with the legislative intent that the prescribed number of units should be
made available for sale to the public. Seven out of the 17 developments with
properties listed in the price lists were not fully available for sale in the
corresponding sales arrangements, creating confusion over the information
in these price lists for prospective purchasers.

Unofficial promotional materials are being made available to prospective
purchasers. This defeats the purpose of the legislative requirements on
setting out required information in sales brochures and price lists. Among
the 15 field visits with estate agents, unofficial and abbreviated promotional
materials such as mini-catalogs and self-prepared price lists claiming to
replace the developers’ sales brochures and price lists were being made
available in 13 field visits by sales persons to prospective purchasers.

Alleged misleading sales practices persist, in particular to falsely representing
the extent of actual market demand.

The Council studied the reported number of registration of intent and the
actual sales situation on the first date of sale of 8 developments and
observed that inflated numbers of registration of intent were in existence —
by as large as 20 times.

There is a hazardous quick sales culture through aggressive tactics by sales
persons to pressurize purchasers for a quick decision. Furthermore a high
forfeiture amount of 5% of the purchase price and a short ‘cooling-off
period’” of 5 working days also places purchasers at a distinct
disadvantageous position.
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13.

14.

15.

16.

From the Council’s field visits and compliance checks, the amount of time
given to prospective purchasers to make the purchase decision can be
instant after being informed of the ballot drawing results. In one case,
prospective purchasers were required to make a purchase decision within 3
minutes during their turn of selection.

There are also consumer views that the defects liability period should be
extended to enhance the protection of home buyers as many defects might
not be immediately known.

To assess the sales practices and compliance of developers or estate agents
in the sales of first-hand residential properties to prospective purchasers, the
Council conducted field visits of 17 residential development projects in total.

An example of the hazardous quick sales culture can be found in the
Council’s study concerning ballot sales of first-hand residential properties.
Council fieldworkers visited sales offices posing as potential participants in
ballot sales and encountered a number of practices of concern.

Lending to prospective purchasers

17.

In many of the developments under study, each registrant was entitled to a
maximum of two balloting rights. Therefore, in order to increase the chance
of buying a property, estate agents would typically try and persuade Council
fieldworkers (posing as potential participants) to submit at least two
registrations of intent to maximize their chance of success. Estate agency
companies would offer cashier orders prepared in advance for lending to the
fieldworkers. The fieldworkers could then undertake to pay the estate
agency company by credit card or by cheque. Furthermore, to entice the
fieldworkers who were still considering to register, the estate agents offered
to arrange extra cashier orders with credit card guarantee. To the Council’s
understanding, making loans to prospective purchasers when promoting
first-hand residential properties would constitute a breach of the Estate
Agents Authority’s (EAA) guidelines.

Aggressive on-site selling

18.

It is a basic right of consumers to be informed adequately and accurately.
Prospective purchasers should have the time to collect and verify
information from the estate agents before making purchase. However,
fieldworkers were lobbied aggressively by most estate agents encountered
at the field visits to make an instant decision on the spot. One case study
experienced by a fieldworker who participated in the balloting sales process
clearly illustrates the intense pressure prospective purchasers are under to
make a decision. The whole selection process would typically only take a few
minutes, from being shown the units available for sale to deciding on a
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19.

20.

purchase. The Council wonders under such aggressive sales tactics how
many home buyers are rushed into making abrupt and ill-informed decisions
as a result.

As a whole, the Council has categorized the problems of sales of the
first-hand residential properties into the following:

* Regulatory gaps requiring improvement on the Ordinance; and
* Adverse effect arising from questionable sales practices.

Having regard to the findings from consumer research, field visits and
compliance checks, and in order to promote desirable trade practices and
enhance consumer welfare, the Council puts forward eight
recommendations for serious considerations by the Government, the
regulators and the trade.

Recommendation 1: Ensure all units in price list available for sale concurrently

21.

22.

23.

24.

As indicated from the Council’s compliance checks, there were 7 out of the
17 developments under study where some property units listed in price lists
were not fully available for sale in the corresponding sales arrangements.

The Council considers that information on "not for sale" units in a price list is
confusing to prospective purchasers and therefore should be excluded.
Despite the requirement that when developers sell units they have to follow
the prices stated on the price lists, any adjustments considered necessary to
the prices could be made through issuing revised price lists. Thus the units
concerned could be put back for sale 3 days subsequent to the issue of
revised price lists.

The Council is of the view that requiring developers to publish a price list
without requiring them to offer all the units on the price list for sale, thereby
allowing them to adjust the prices for the remaining units 3 days later,
creates confusion for prospective purchasers, legitimizes the practice of
"releasing units in small batches", and opens up for market speculation.

The Council considers that a price list is an offer to prospective purchasers,
and once a price list is published the developers should honour the
commitment and sell all the units at the prices as specified in the price list,
and that the availability of price lists should be prolonged to 7 days prior to
the date of sale as suggested by the majority of respondents in the survey, to
minimize confusion and uncertainty to prospective purchasers. This would
also be consistent with the legislative intent that the prescribed number of
units should be made available for sale to the public, thereby satisfying the
government intention to ensure adequate supply of units in the market.
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Recommendation 2: Review the ‘Cooling-off period’ and forfeiture amount

25.

26.

27.

28.

29.

At present, if a purchaser does not execute an agreement for sale and
purchase (ASP) within 5 working days after entering into the preliminary
agreement for sale and purchase (PASP), the PASP is terminated and the
preliminary deposit i.e. 5% of the purchase price will be forfeited.

In Hong Kong, many people who purchase a home need to apply for
mortgage loan to finance the payment. Based on feedback received by the
Council, there were situations where consumers who signed a provisional
agreement and paid a deposit, later found that their application for a
mortgage was refused, or the amount that could be borrowed was
insufficient to complete the transaction. Field visit experience also shows
that prospective purchasers often have to sign a PASP hastily in a short
period of time without due consideration of the implications if their
application for mortgage financing runs into problem. Accordingly, there is a
need to improve consumer safeguards against this issue.

The Council’s survey and focus group discussions also indicated that the 5
working day ‘cooling-off period’ is considered too short and the forfeiture
amount of 5% of the purchase price may be too high in view of rising
property prices e.g. 5% of a $10 million property amounts to $500,000. This
criticism is justified when compared against the situation with cooling off
periods for insurance contracts (as an example) and requirements from
other jurisdictions.

The Council has compared the ‘cooling-off period’ and amount of forfeiture
of different jurisdictions as follows:

Jurisdiction Cooling-off period Amount of forfeiture
Hong Kong * 5 working days * 5% of the purchase price
British Columbia, | ¢ 7 days * Nil

Canada

Melbourne, e Within 3 clear business » AUDS100 or 0.2% of the

Australia days purchase price

(whichever is the
greater)

Singapore * 3 weeks which purchaser e 25% of booking fee (i.e.
could consider to proceed 1.25% of the purchase
with the transaction or not price)

United Kingdom e Areservation period e Administration fee as

(voluntary code) between 10 and 14 days set out in the agreement

Though Melbourne, Australia has a ‘cooling-off period’ of 3 clear business
days, the forfeiture amount is only AUD$100 or 0.2% of the purchase price
whichever is greater. In Singapore, a purchaser has 3 weeks to consider to
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30.

31.

proceed with the transaction and the forfeiture amount is 1.25% of the
purchase price.

While the application of ‘subject to mortgage’ clauses which are adopted in
overseas (Australia, Canada and Taipei) and local (Home Ownership Scheme)
might be an alternative which the Government could further explore, the
Council considers that the ‘cooling-off period’ should be lengthened to
ensure prospective purchasers to have sufficient time to check for mortgage
availability. Furthermore, the amount of forfeiture should be reduced in view
of the high property prices, and that a review should be carried out by the
Government to collect public views in setting the appropriate time period
and amount.

According to feedback from the Council’s survey, the respondents suggested
the ‘cooling-off period’ be lengthened to 7 — 14 days and the forfeiture
amount be 1% to 3% of the purchase price. There are also views that a home
purchase is one of the biggest, if not the biggest investment of one’s life, a
‘cooling-off period’ for the purchase of property should not be too short for
a hasty decision but be reasonably long enough for purchasers to take care
of all matters concerned.

Recommendation 3: Lengthen defects liability period

32.

33.

34.

The Hong Kong residential property market is typified by prospective
purchasers who buy a flat before it is completed. Purchasers of uncompleted
properties take the risk that they will not be able to inspect the flat until
completion of the purchase and vacant possession be given to purchaser.

Complaints by purchasers about defects are very common, and the defects
liability period is very short. According to the sales brochures of the 17
property developments visited, the defects liability period is in general
within 6 months after the date of completion of the sale and purchase of the
residential property, regardless of whether the property is a house or a flat.
This is in compliance with the existing requirement that the sales brochure
must state the duration of the period (i.e. after receipt of a written notice
served by the purchaser within 6 months after the date of completion of the
sale and purchase) during which the vendor is liable to make good any defect
in the specified residential property, as provided in the ASP.

The duration of the defects liability period is of great importance to
purchasers. In Singapore, vendors (developers) are required to offer a 12
months defects liability period, while in British Columbia, Canada, the
minimum requirement of home warranty insurance covers 2 years on labour
and materials, 5 years on the building envelope, including water penetration,
and 10 years on the structure. In Hong Kong, the Housing Authority (HA)

vi
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35.

generally offers a 12-month defects liability period and a 10-year Structural
Safety Guarantee for flats under the Home Ownership Scheme and the
Private Sector Participation Scheme to maintain the overall structural
stability and integrity of the building. The Council has no reason to believe
that the building standards among Hong Kong developers in the private
sector, HA’s developers and overseas developers vary substantially and
justify for Hong Kong to have a much shorter warranty period.

As some defects such as leakage might not surface within a short period of
time, the Council suggests, based on overseas and local experiences, that the
defects liability period should be lengthened to any period between 12 to 24
months for labour and materials. Moreover, warranty information on the
building ceiling and structure should also be provided in sales brochures and
ASPs to enhance information transparency.

Recommendation 4: Strengthen compliance checks and penalty

36.

37.

38.

39.

In the case of property developments which allow submission of 2
registrations of intent by individual registrant, a couple of prospective
purchasers can submit a total of 6 registrations of intent (i.e. two under the
name of the husband, two under that of the wife, and two under their joint
account) for the development, but at the end purchase only one property or
not at all. The Council has reviewed press reports on the number of
registrations of intent and the actual sales situation on the first date of sale
of 8 property developments and has concluded that the reliability of the
number of registration of intent to reflect genuine demand is questionable.

The Council is concerned that offering extra cashier orders to prospective
purchasers encourages speculative activities and drives prospective
purchasers into making rush purchasing decisions. Given that there is no
mechanism available to verify the accuracy of information in making
purchase decisions, the outcome is that it could create possibly misleading
and confusing signals to the market about the number of prospective
purchasers with intent to buy a particular development.

While the EAA’s guidelines prohibit estate agents from making loans to
prospective purchasers when promoting a first-hand residential property,
observations and findings from the Council’s field visits indicated that such
practices are common and well organized, as evident in the existence of
estate agency company cashier order loan forms.

The Council noticed that both the Sale of First-hand Residential Properties
Authority (SRPA) and the EAA conduct on-site inspection of sales offices and
show flats. Given that unsatisfactory sales practices, as mentioned above,
are still prevalent, the Council proposes that the two regulatory authorities

Vii
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40.

41.

increase the inspection frequency, in particular, the availability of mystery
form so as to ensure trade compliance and professionalism.

It is further suggested that the penalty for making loans to prospective
purchasers should be reviewed and substantially strengthened by EAA, such
as revoking a license and increasing the existing fine amount, at both the
individual estate agent and estate agency company levels, to provide greater
deterrence.

If the problem of making loans to prospective purchasers continues and
seriously disrupts market order, the Council considers that the Government
should step in to study the feasibility of requiring the developers to bank in
the cashier orders from prospective purchasers so as to prevent estate
agents from making loans and to offer the prospective purchasers an
opportunity for making a rational choice as direct cost is involved.

Recommendation 5: Increase scrutiny of property advertisements

42.

43.

Often advertising involves creativity. However, to ensure that prospective
purchasers will not be misled, the Council is of the firm opinion that
representational information in advertisements such as property location,
building materials and equipment, building surroundings, views and
landscape should not be different from the reality. The appearance, design,
and layout of the property depicted in artists’ impressions in advertisements
should always promote the factual reality of the development and less
emphasis should be placed on images or wordings that over-beautify the
development and create unrealistic emotions and expectations in the mind
of prospective purchasers.

The Council suggests that to counter the problem of market exuberance
arising through overly creative representations in advertisements and
enthusiastic information on sales trends, the SRPA should further strengthen
its scrutiny on property advertisements and publicity activities, and develop
more detailed guidelines on the release of sensitive information such as
sales related figures.

Recommendation 6: Improve transparency of sales arrangements

44,

The Council conducted field visits and participated in the ballot sales
arrangements to assess the transparency of different sales arrangements. It
was observed that some balloting took place right after the close of
registration of intent, and some on the first date of sale. As illustrated in the
field visit study, once a ballot result was known, fieldworker had to proceed
to the sales area immediately to select a property for purchase. However,
despite that the fieldworker was in the sales area of the sales office, awaiting

viii
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45.

46.

his or her turn for selection, the fieldworker was still in the dark as to which
units on which floors at which blocks of what sizes were sold or yet available
for sale. If comprehensive property information was available, the
fieldworker could be in a better position to make an informed choice.

The Council is of the view that irrespective of different balloting
arrangements, sufficient time must be allowed for prospective purchasers to
make an appropriate purchase decision. As there has been an increased
tendency in using balloting in property sales, prospective purchasers will find
it helpful if developers could schedule the sessions on balloting and property
selection on different days, and post up the balloting results and attending
time slots for registrants at the sales offices and on the property websites.

Regardless of the different characteristics of different sales arrangements,
the Council is of the view that in order to ensure consumer interests are
protected, any sales arrangement should observe these basic principles in
that:

* The sales method must be fair;
* The sales arrangements must be transparent; and
* The sales system must be subject to scrutiny.

Recommendation 7: Promote informed purchasing decisions

Consolidated information

47.

48.

Prospective purchasers currently rely on information distributed through
price lists, sales arrangements and registers of transactions for information
on pricing, units availability and the market situation.

Comprehensive, accurate and up-to-date information is crucial for making a
wise purchase decision, especially when pressure is being exerted by
developers and estate agents at the sales offices to close the transaction.
The Council therefore recommends that developers be required to produce
a “consolidated” information list, including pricing and discounts, units for
sale and transaction records, both on the developers’ websites and at the
sales offices for ease of reference by prospective purchasers. Unofficial
information is often provided by sales persons, their accuracy and reliability
are subject to verification. The Council considers that requiring developers to
prepare this information and have it available at the sales office might help
address the concerns with inaccurate price and transaction information
resulting from changes, for example, in price/discount.
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Sales brochures

49.

50.

According to the Council’s questionnaire survey, 97.9% of respondents
considered that sales brochures are extremely important or important
information items at property sales offices.

Nevertheless, feedback from the Council’s focus group discussions and
detailed examination of sales brochures (and revisions) of the 17 property
developments visited, suggested the following deficiencies in sale brochures
and how they can be remedied:

* Sales brochures commonly have a number of revisions over the course
of a project and a summary of revisions would facilitate a better
understanding of the technical changes that have been made.

* Details on fees (such as management fees) and services (such as periods
of availability) should be provided. Other factors such as responsibilities
and compensation on late property delivery upon completion of sale and
vacant procession should also be clearly specified.

Sales offices

51.

Notwithstanding the convenience of having sales offices in areas such as
business districts and shopping malls, the Council requests that developers
consider that sales offices and show flats be located at or near the property
development site to provide a better picture for prospective purchasers on
the environmental surroundings of the property. Ideally, a property sale
should begin at a later or final building stage of a development so that sales
offices or show flats can be made available at the development site and
prospective purchasers can view the actual location and surroundings of the
developments.

Show flats

52.

Both the focus groups and field visits revealed that only a limited number of
show flats were available for viewing. The Council recommends that better
use could be made of scale models and electronic means to provide
prospective purchasers with a more enhanced virtual viewing of show flats
to, amongst others, cater for the many variances that might arise in
comparison to the physical show flat on display. In light of technological
advancements, virtual tours might be created, particularly for large-scale
developments, so that prospective purchasers are able to view and
experience the property and its surrounding environment as a whole.
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Recommendation 8: Enhance awareness and functions of SRPA

53.

54.

55.

56.

Both the Council’s survey and focus group results showed a fair level of
awareness of the existence of the SRPA. However, for those who were
actually aware of the SRPA, they had little idea about its functions and usage
of the Sales of First-hand Residential Properties Electronic Platform (SRPE)
was low. In view of the SRPA’s significant role, it is suggested that more
publicity and promotion on the SRPA and its services will be necessary to
increase public awareness and service engagement.

For example, advertisements for the sale of first-hand residential properties
and websites of first-hand residential property development projects could
set out the website of the SRPA; more announcements of public interest of
the SRPA on television and radio; and more publicity activities or education
programmes by the SRPA explaining its services. Focus group participants
also considered that the SRPA should extend its monitoring roles in sales
practices from pre-sales activities to after-sales services because problems
such as breach of obligations, avoidable delays and poor or incompetent
services were observed.

The Council also suggests that the SRPA should set up counters at the sales
offices of property developments especially the large-scale ones to monitor
the sales process and to support prospective purchasers’ enquiries. The SRPA
should educate the public more on the content of the Ordinance; technical
terms used in sales brochures and matters relating to the sales of first-hand
residential properties.

The Council is pleased to note that since its establishment, the SRPE has
been enhanced with improvements in information display and retrieval.
These are welcome initiatives. However, for further improvement, apart
from enhancing user-friendliness, more details of developments (e.g. the
name of the developer, the sales arrangements, issuance of occupation
permit, and the proposed consolidated information lists) should also be
made available on the SRPE to assist consumers in searching for accurate
information.

Conclusion

57.

The introduction of the Residential Properties (First-hand Sales) Ordinance in
April 2013 was a key milestone in the market for first-hand sales of
residential properties. Its existence came about after many years of
strenuous effort by the Council to address endemic and damaging practices
that placed prospective purchasers at a distinct disadvantage in the market.

Xi
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58.

59.

60.

The Government is to be commended in its efforts at bringing this legislation
into being. It has brought about benefits to consumers. However, it is
apparent from the Council’s survey, focus group meetings, field visits and
research that the new law has not yet delivered its full value that plagued
the market in the past. The legislation as it stands is still not entirely
sufficient to cover the range of problems that exist.

The Council will play its part in promoting the benefits that the Ordinance
has brought to the marketplace, and inform consumers on how to make the
best of the information that is currently available. However, greater effort
and vigilance is required by the Government, the regulators and the trade to
further govern and comply with the law which is designed to protect
prospective purchasers and to ensure they are fairly treated in the market.

The Council has undertaken this study as an indication of its ongoing
commitment to making the marketplace a safer environment for consumers.
It is hoped that all parties involved, would give the Council’s
recommendations their most careful considerations and to put into
implementation the needed improvements on the way forward.

Xii
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1

11

111

1.1.2

1.1.3

114

1.1.5

1.1.6

INTRODUCTION
Background

Buying a residential property involves consumers making a substantial
long-term financial commitment. In view of the great importance of property
transactions to the average consumers, the Consumer Council (the Council)
has been closely involved in advocating regulation by law to protect the
rights and interests of home purchasers in Hong Kong.

In 1977, the Council released its first property report entitled “Sale and
purchase of flats in Hong Kong” in which it made various recommendations
for the Government and the trade to address consumer concerns at the time.
In 2001 the Council also submitted recommendations to the Government
regarding the then proposed Sales Descriptions of Uncompleted Residential
Properties Bill which was to alleviate consumer concerns with the property
market. The Bill was ultimately not pursued due to the change of market
environment and voluntary compliance by property developers.

Nevertheless the problems remained and in the light of growing consumer
concerns over the sale and purchase of first-hand residential properties, the
Council conducted a study in 2010 to look into the availability and reliability
of property market information.

In July 2010, the Council released its study report, “Building a Property
Market Information Platform for Home Purchasers” (the Council’s 2010
Study Report). The study report proposed measures to ensure clear,
accurate and comprehensive property information available to prospective
purchasers and that legislation would be the most effective way to realize
the recommendations.

In October 2010 following the announcement of its establishment by the
Chief Executive in the 2010-11 Policy Address, the Steering Committee on
Regulation of the Sale of First-hand Residential Properties by Legislation (the
Steering Committee) was set up and the Council was invited to participate as
a member. Apart from providing comments on the scope of the legislative
framework at the Steering Committee, the Council also submitted views to
the Transport and Housing Bureau (THB) and the Legislative Council
concerning the proposed Residential Properties (First-hand Sales) Bill in 2012.
For information, the Council’s 2010 Study Report and its submissions are
available at www.consumer.org.hk.

The Council was pleased to note that some of its recommendations were
adopted and supported the enactment of the Residential Properties


http://www.consumer.org.hk/

Study on the Sales of First-hand Residential Properties

1.2

1.2.1

1.2.2

13

1.3.1

1.3.2

1.4

141

(First-hand Sales) Ordinance (the Ordinance) to regulate the sale of
first-hand residential properties.

The Ordinance

The Ordinance came into full effect on 29 April 2013. The Sales of First-hand
Residential Properties Authority (SRPA) was set up under the Ordinance to
ensure the effective implementation of the Ordinance. The SRPA is part of
the THB.

The Ordinance sets out detailed requirements in relation to sales brochures,
price lists, show flats, advertisements, sales arrangements, disclosure of
transaction information, and mandatory provisions for the Preliminary
Agreement for Sale and Purchase (PASP) and Agreement for Sale and
Purchase (ASP) of first-hand residential properties. It also prohibits
misrepresentation and dissemination of false or misleading information.
Offences are created for the contravention of provisions in the Ordinance.

The Study

While the Ordinance was proposed at the time to be practical and useful in
ensuring the provision of transparent, accurate and appropriate property
information to home purchasers, the Council considered it important to
conduct a subsequent in-depth study on the sales of first-hand residential
properties in Hong Kong in order to shed light on how prospective
purchasers have been treated in property transactions; and the state of
compliance by developers of first-hand residential properties under the
Ordinance.

This study, carried out by the Council staff, was started in April 2014 and
completed in September 2014.

Objectives of the Study

The objectives of this study are:

e To gather information from consumers to gauge their understanding,
experience and problems concerning the purchase of first-hand
residential properties in Hong Kong;

e To assess compliance by developers of first-hand residential

developments in respect of different areas under the new regulatory
framework; and
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1.5

151

1.5.2

1.6

16.1

1.6.2

1.6.3

e To make recommendations to the Government in reviewing the
Ordinance to strengthen protection of consumer interests, as well as to
the trade in promoting responsible trade practices and fair competition.

Study Scope

The study is confined to first-hand residential properties being offered for
sale by developers to the general public in Hong Kong, including both
uncompleted and completed residential properties at their various stages of
sales, i.e. at first sales, and at sales that have been previously launched for a
prolonged period of time.

The study does not cover flats in the second-hand residential property
market or commercial or industrial buildings, for reasons that these are not
within the scope of the Ordinance.

Methodology

To meet the objectives as stated above, the study involved two parts:

Part One: Consumer Opinions

e To conduct a consumer survey to gauge public perception and
understanding of the new regulatory framework and the problems
concerning the purchase of first-hand residential properties in Hong Kong;
and

e To research consumer experience through in-depth focus group
meetings.

A total of 39,738 survey questionnaires were distributed through various
channels including Choice magazine, mailing to tenants of selected
residential property developments and posting on the Council’s website, in
the period from 15 April to 31 May 2014. The response rate was 1.5% and
602 individuals answered the 46 survey questions. Three focus group
meetings were held in late May 2014 with 18 individuals participated.

Part Two: Compliance by the Trade

With reference to consumer information collected in part one, the following
were carried out to assess the level of compliance by developers:

e To carry out mystery field visits with a view to observing sales
arrangements of selected development projects; and
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l1.6.4

1.6.5

1.6.6

1.6.7

e To examine the state of compliance with the new regulatory framework
by developers with respect to transparency, fairness and consumer
protection.

17 field visits were conducted by Council staff and volunteers (fieldworkers)
between 6 June and 31 July 2014, involving 17 residential development
projects.

In addition to conducting field visits, compliance checks were also conducted
to gather and examine information, including promotional materials
distributed at sales offices by developers and estate agents, documents
available on the development project websites, and advertisements of the
property development projects.

In considering whether there was room for improvement, the Council had
also made an attempt to identify any market practices not being regulated
that could affect consumer interests.

In summary, the key deliverables of the study were as follows (Table 1):

Table 1: Key Deliverables of the Study

Part Components Description
1.Consumer Consumer survey Consumer perception and
opinions (602 valid questionnaires understanding of the new

received in April — May
2014)

regulatory framework

Focus groups
(3 meetings held in May
2014)

Consumer views on the
effectiveness of the
Ordinance in protecting
their interests

2.Compliance
by the trade

Field visits
(17 development projects
visited in June — July 2014)

Visits of sales offices to
check on show flats and the
information disseminated
at the time of sale, as well
as the sales order of the
development projects

Compliance checks
(17 development projects)

Research work on the
contents, availability and
timeliness of the
information provided by
developers of the
development projects
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1.6.8

1.6.9

1.6.10

In order to fully understand the problems faced by consumers, the Council
also reviewed its related complaint statistics and the complaints received by
the SRPA on first-hand residential properties (Appendix 1).

As at 30 June 2014, the SRPA had received a total of 69 complaints since its
establishment in April 2013. Many of the complaints were related to sales
arrangements (29%), dissemination of misleading information (20%), and
sales brochures (14%). In the period of January 2013 to September 2014, the
Council received 75 cases of complaint. The top three complaint categories
were related to transaction agreements, sales practices of estate agents and
property defects.

In addition to the Ordinance, the Council also studied various guidelines and
practice notes for vendors and press statements issued by the SRPA, as well
as the circular on conduct and provision of property information in first sale
of residential properties issued by the Estate Agents Authority (EAA).



Study on the Sales of First-hand Residential Properties

2

2.1

CONSUMER OPINIONS

Introduction

2.1.1 This chapter, as part one of the study, reports the findings of the:

2.2

e questionnaire survey; and
e focus group discussions.

Questionnaire Survey

Overview

2.2.1

2.2.2

2.2.3

224

The survey was carried out from 15 April to 31 May 2014. During this period,
the Council distributed a total of 39,738 questionnaires and received 602
valid responses. The response rate was about 1.5%.

Among the respondents, 280 had viewed a first-hand residential property
and 178 had purchased a first-hand residential property over the past 3
years.

The questionnaires were distributed through multi-channels including Choice
magazine (63%), mailing to tenants of targeted residential developments
which were recently completed (35%), and distribution of questionnaires to
prospective purchasers outside sales offices and the Council’s advice centers
(2%). The questionnaire was also posted on the Council’s website for 2
weeks in May 2014 to expand its distribution coverage.

The survey explored:

e consumer perception and understanding of the new regulatory
framework;

e consumer views on the current regulatory measures and/or
non-regulatory market practices for first-hand residential properties; and

e consumer experiences of first-hand residential property purchase.

Survey Analysis

(i)

2.2.5

About the analysis

There are questions where not all the respondents provided an answer or
clearly indicated their choices. For these questions, the analysis was based
on the total number of respondents who answered the questions. For
guestions with a single answer, the sum of the percentages of these
guestions might not be equal to 100, due to rounding issues. For questions



Study on the Sales of First-hand Residential Properties

with multiple responses, the total sum of percentages however, may be
greater than 100.

(ii) Profile of respondents

2.2.6 Among the respondents, 41% were 25 — 39 years old, 48.4% were 40 — 59
years old, and 9.8% aged 60 or above (Figure 1). With regard to gender,
males accounted for 61.6% and females accounted for 38.4% (Figure 2).

Figure 1: Age Figure 2: Gender
60or__ 24 or below
0.9%

above
9.8%

(iii) Consumer awareness and understanding of the Ordinance

High level awareness of the Ordinance

2.2.7 The survey showed a high level of awareness of the Ordinance. As high as
80.9% of respondents claimed to have known of the implementation of the
Ordinance (Figure 3), though only 10.1% replied that they "understand"
(8.9%) or "fully understand" (1.2%) the Ordinance (Figure 4).

Figure 3: Do you know that the Ordinance has come into effect?
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Figure 4: Extent of understanding about the Ordinance

60 %
10.1 51.1 38.8
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o e
Fully Understand Average Not Not
understand understand understand at
all

Majority knew the governing scope of the Ordinance

2.2.8

2.2.9

2.2.10

The respondents were asked about the governing scope of the Ordinance.
The results revealed that the majority of the respondents knew that the
Ordinance governs both "uncompleted first-hand residential property"
(89.2%) and "completed first-hand residential property" (83.6%).

Nevertheless, a minority mistakenly thought that "second-hand residential
property" (10.5%) and "commercial property" (4.0%) are also under the

governance of the Ordinance (Figure 5).

Figure 5: Types of properties governed by the Ordinance

Uncompleted first-hand residential property— 89.2

Completed first-hand residential property [ 536

- Second-hand residential property ] 10.5 :
. Not governed by :

) the Ordinance :
. Commercial property | 4.0 .
TessmsssEssEssEssEsEEsEEEsEEEEEEEEE ’l,,%

0 50 100

In terms of the scope of the Ordinance, almost all of the respondents (97.1%)
answered that "sales brochures" are governed by the Ordinance, followed by
"advertisements" (86.0%), "price lists" (82.2%), "show flats" (70.1%), "sales
arrangements" (66.1%), “register of transactions” (41.7%) and “agreement of
sale and purchase” (29.9%). Some respondents thought that “mortgages”
(11.8%), “agent’s commissions” (5.5%) and “solicitor’s legal fees” (2.9%) also
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fell within the governing scope of the Ordinance; when in fact they are not
(Figure 6).

Figure 6: Governing scope of the Ordinance

Sales brochures

Advertisements 86.0
Price lists 82.2
Show flats 70.1
Sales arrangements 66.1

Register of transactions

Mortgages 11.8

: Agent's commissions Not governed by

. Solicitor's legal fee the Ordinance  :

e S : %
0 50 100

Fair level awareness of SRPA

2.2.11

2.2.12

The survey also asked all the respondents whether they had heard of the
Sales of First-hand Residential Properties Authority (SRPA). The results
showed that a fair level of the respondents, 40.6%, had heard of SRPA while
59.4% had not (Figure 7).

Figure 7: Have you heard of the SRPA?

Regarding the primary duties of the SRPA, 92.2% of the respondents knew
the SRPA "administer and supervise the compliance of the Ordinance",
followed by "handle complaints and public inquiries" (78.3%), "conduct
investigations" (67.6%), “issue practice guidelines for the trade (63.1%),
“public education and publicity programs” (53.3%) and “maintain an
electronic database of developments” (23%). Some 18% were under the
wrong impression that the SRPA would even “formulate sales strategies” and
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11.5% would “assist buyers in launching lawsuits against developers” (Figure
8).

Figure 8: Primary duties of the SRPA

Administer and supervise the

compliance of the Ordinance 922

Handle complaints and public
inquiries

Conduct investigations

Issue practice guidelines for the trade

Public education and publicity
programs

Maintain an electronic database of
developments

Formulate sales strategies 18.0 :

. g Not the duties of -

- Assist buyers in launching lawsuits 115 SRPA

R against developers |  CELEELAL 2%
0 50 100

Low utilization of SRPE

2.2.13 SRPA established the Sales of First-hand Residential Properties Electronic
Platform (SRPE) (www.srpe.gov.hk) to provide information such as sales
brochures, price lists and registers of transactions for public perusal. From
the survey results, only 7.5% of the respondents had ever used SRPE and
92.5% had not (Figure 9).

Figure 9: Have you ever used SRPE?

10
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Areas of improvement

2.2.14 The respondents were asked to suggest areas for improvement of the SRPE.
Of those who had or had not used the SRPE, most of them suggested "add
more details of the developments (e.g. the name of the developer, district,
sales arrangements, etc)" (80.6%), followed by “add more information about
sales status of the developments such as units available for sale and already
sold" (71.4%). Other suggested improvement areas include “add more
screening options when searching for developments (e.g. users can search or
screen out developments of particular time period)” (50.0%), “provide links
to official websites of developments” (43.9%), and “reduce the frequency to
enter the verification code when searching for developments” (30.6%) (Table

2).
Table 2: Areas of improvement in SRPE
% of Status
Respondents (asat 31
October 2014)
Add more details of the developments (e.g. 80.6% Partly added

the name of the developer, district, sales
arrangement, etc)

Add more information about sales status of 71.4% Partly added
the developments such as units available for
sale and already sold

Add more screening options when searching 50.0% Added
for developments (e.g. users can search or
screen out developments of particular time

period)

Provide links to official websites of 43.9% Added
developments

Reduce the frequency to enter the 30.6% Still required

verification code when searching for
developments

2.2.15 After the survey questionnaire was released, the Council observed that the
SRPA had taken action to improve SRPE in certain aspects such as adding
more sorting or filtering options for searching of developments, providing
district information and links to websites of developments to facilitate users
of SRPE, etc. However, information such as the latest availablility of units for
sale and sales arrangements of a development, as well as the status of a
development, i.e., whether it is completed (with occupation permit issued)
or uncompleted, is still not available in the SRPE.

11
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(iv) Consumer views on the Ordinance

2.2.16 Apart from focusing on consumer awareness and understanding of the
regulatory framework, the survey also asked respondents their opinions
about the new Ordinance.

Standardized definition and use of saleable area

2.2.17 The Ordinance sets out a standardized definition of saleable area and
requires the use of saleable area for presenting property size and calculating
property unit price.

2.2.18 A majority of the respondents (87.9%) agreed such standardization could
facilitate prospective purchasers to compare the prices and sizes between
different properties (49.7% “strongly agree”, 38.2% “agree”). Only a minority
(4.7%) disagreed (1.5% “strongly disagree”, 3.2% “disagree”) (Figure 10).

2.2.19 Nevertheless, some respondents opined that the definition of saleable area
was not clear and more education and publicity on saleable area were
required.

Figure 10: Do you agree the use of standardized saleable area can make prospective
purchasers easier in comparing the sizes and prices of different properties?

% 87.9 4.7
70

%0 149.7 | | B

50 .
40
30
20
10 7.3 3.2 1.5
0 ‘
Strongly agree Agree Neutral Disagree Strongly
disagree

38.2

Availability of sales brochures 7 days before sale

2.2.20 Nearly two-thirds (64.6%) of the respondents agreed that the current
requirement of making sales brochures available in hardcopy and on
development project websites for public perusal 7 days prior to the
commencement of sale and during the sale could solve the previous problem
that prospective purchasers were lacking of property information for
reference. Of those respondents, 9.6% responded “completely yes”, while
55.0% responded “somewhat yes”. Some 8.1% thought such provision could
not solve the problem (2.1% “not at all”, 6.0% “somewhat no”) (Figure 11).

12
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2.2.21 According to comments of some respondents, the “7-day rule” was not
adequate and a longer period of time such as 14 days was suggested.

Figure 11: Do you think making sales brochures available 7 days in advance can
solve the problem of lacking property information for reference?

%

64.6 8.1

| |
| 55.0! | |

80
70
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50
40
30

20
10 9.6

o N
Completely Somewhat yes
yes

6.0
|

Average Somewhat no

2.1

Not at all

Information adequacy

2.2.22 Concerning the provision of property information for prospective purchasers,
39.6% of the respondents replied that sales brochures at present have
provided “extremely adequate” (3.0%) or “adequate” (36.6%) information,
43.6% answered “average” and 16.9% thought the information was
inadequate (3.0% “not adequate at all”, 13.9% “inadequate”) (Figure 12).

Figure 12: To what extent do you think sales brochures at present
have provided adequate property information?

% 39.6 16.9
0 17 | | 436 | | |
40 36.6
30
20
13.9
10
3.0 3.0
0 — ‘ .
Extremely Adequate Average Inadequate Not adequate
adequate atall

2.2.23 The respondents were asked to provide suggestions on what to add or
delete from the contents of sales brochures. Their suggestions were as

follows:

13
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e Information to be added: management fees, floor-to-ceiling height, wall
area, quality and warranty period of fitting materials, explanation on
property facilities such as air pipe ducts.

e Information to be deleted: unnecessary design pictures, contents or
advertisements, e.g. the use of models or large green fields.

Availability of price lists 3 days before sale

2.2.24 The Ordinance also stipulates that developers must make price lists available
in hardcopy and on their websites for public perusal at least 3 days prior to
the commencement of sale and during the sale.

2.2.25 About half of the respondents (52.1%) considered that such a requirement
could solve the previous problem that prospective purchasers are lacking of
property information for reference. Of those respondents, 4.8% responded
“completely yes”, 47.3% “somewhat yes”, and 16.8% answered negatively
(2.6% “not at all”, 14.2% “somewhat no”) (Figure 13).

Figure 13: Do you think making price lists available 3 days in advance can
solve the problem of lacking property information for reference?

20 % 52.1 16.8
s | 47.3 | B
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40
30 31.2
20 14.2
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0 e ‘ ‘ ‘
Completely Somewhatyes Average Somewhatno  Notatall
yes

2.2.26 In terms of the time requirement, 24.7% of the respondents considered the
“3-day rule” was enough. Nearly half of the respondents (44.5%) thought the
“3-day rule” was insufficient (Figure 14).

2.2.27 The majority of respondents in the survey suggested a longer period of time
such as 7 days.

Figure 14: Do you think the availability of price lists 3 days

14
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prior to commencement of sale adequate?

60 % 24.7 44.5

50 | | | | |

40 38.2

30.7

30 22.0

20

0 — | .
Extremely Adequate Average Inadequate Not adequate
adequate at all

Releasing units in small batches

2.2.28 The Ordinance also stipulates the minimum number of residential units to be
included in each price list. However, it does not require that a developer
must sell all the units concerned. If the developer wants to subsequently
change the prices, the units concerned should not be sold earlier than 3 days
after the issue of revised price list.

2.2.29 The survey results showed that only 18.9% of the respondents thought such
requirements could tackle the problematic sales practice of "releasing units
in small batches" by developers. 46.4% of the respondents thought that the
requirements could not tackle the practice (Figure 15).

Figure 15: Do you think setting minimum number of units to be included in price lists
can tackle the sales practice of "releasing units in small batches" by developers?
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Availability of sales arrangements 3 days before sale
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2.2.30

2.2.31

2.2.32

For sales arrangements, the Ordinance stipulates that the developer must
provide the information on date, time and place of the sales and the
description of residential properties that will be offered for sale for public
perusal at least 3 days prior to commencement of sale.

However from the survey results, only 20% of the respondents considered
the requirement adequate. Nearly half of the respondents (46.9%) were of
the view that the requirement was inadequate (Figure 16).

The majority of respondents suggested a longer disclosure period and time
requirement should be extended to 7 days.

Figure 16: Do you think the disclosure requirement on
sales arrangements is adequate?
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Announcement of registration figures

2.2.33 The survey also asked respondents for their views as to whether claims of

receiving a huge number of “registration of intent” or “register’s cheque”
before the commencement of sale would affect their assessment of the
actual market demand and supply situations. Over 70% of the respondents
(71.5%) believed that they would be affected. Only 6.3% said it would not
affect them (Figure 17).

Figure 17: Do you think the practice of announcing registration figures would
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affect assessment of the actual market demand and supply situations?
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Amount of forfeiture

2.2.34 The Ordinance specifies that 5% of the purchase price would be forfeited if a

2.2.35

2.2.36

purchaser did not proceed to the signing of ASP within 5 working days after
the signing of the PASP. The survey asked respondents if a 5% forfeiture
amount was reasonable or not.

From the survey results, 44.6% of the respondents considered that the
forfeiture amount was reasonable, while 33% of the respondents were of
the view that it was unreasonable (Figure 18).

The respondents were asked to suggest an appropriate amount of forfeiture.

The respondents in general suggested the forfeiture amount be 1% to 3% of
the purchase price.

Figure 18: Do you think the 5% forfeiture amount is reasonable or not?
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‘Cooling-off period’

17




Study on the Sales of First-hand Residential Properties

2.2.37 About 45.1% of respondents considered that the ‘cooling-off period’ of 5

working days would be inadequate for prospective purchasers to make a
formal purchase decision. Only 29.1% of the respondents thought that it was
sufficient (Figure 19).

2.2.38 According to the survey comments, the majority of respondents suggested a

‘cooling-off period’ of 7 to 14 days.

Figure 19: Do you think 5 working days adequate for prospective purchaser

to decide the signing of the ASP?
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Up-to-date register of transactions

2.2.39

2.2.40

The Ordinance also stipulates that the developer must disclose the details of
the PASP, by updating the registers of transactions, within 24 hours after it
has been signed. The respondents were asked if they thought such disclosure
requirement could provide up-to-date transaction information for
prospective purchasers.

More than half of the respondents (53.3%) considered the 24-hour time
requirement could provide up-to-date transaction information for
prospective purchasers. About 14.8% held negative answers (including
“somewhat no” at 12.6% and “not at all” at 2.2%) (Figure 20).

Figure 20: Do you think the 24-hour time requirement for updating the registers of

transactions can provide up-to-date transaction information?
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Advertisements different from reality

2.2.41 Though the Ordinance stipulates that advertisements of the development
should not contain any false or misleading information, only 10.4% of the
respondents considered that existing advertisements (newspapers,
magazines or internet) totally represented the reality or were similar to the
reality. Over half of the respondents (50.1%) commented that the
advertisements were different from reality (Figure 21).

Figure 21: Do you think advertisements of property can help you know more
about the development and its surrounding environment?
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Effectiveness of the Ordinance
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2.2.42 The respondents were finally asked if the Ordinance could effectively protect
consumer rights. Of those who had answered, 32.3% replied “completely
yes” (1.3%) or “somewhat yes” (31%), 52.8% replied “average” and some
15% replied “somewhat no” (13.2%) or “not at all” (1.8%) (Figure 22).

Figure 22: “Do you think the Ordinance can effectively protect the
consumer rights of first-hand residential property purchasers?

%

60
50
I |
40
I 31.0! I I
30

20
13.2

10
1.3 . 1.8
0

323 52.8 15

Completely Somewhat Average Somewhatno Not at all
yes yes

(v) Viewing or purchasing first-hand residential property

2.2.43 In addition to their opinions on the new Ordinance, the survey also asked
respondents of their consumer experiences in viewing and purchasing of
first-hand residential properties.

2.2.44 Based on the responses in this part of the survey, nearly half of the
respondents (49.3%) had viewed a first-hand residential property over the
past 3 years and almost one third of them (31.3%) had purchased a
first-hand residential property during the period (Figure 23).

Figure 23: Engagement of property related activities
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Purchasing a property 31.3
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2.2.45 Where appropriate, the survey findings are presented as “before” (before
2013) and “after” (2013 & 2014) the implementation of the Ordinance to
gauge if there are any changes in advancing consumer protection in the
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property market. However, it should be noted that the Ordinance has been
effective for only one and a half years and the comparisons made might only
serve as a preliminary assessment.

Viewing of first-hand residential properties

2.2.46 For respondents who viewed a first-hand residential property before, 58.6%
conducted their latest viewing in 2013 and 2014, 36.9% in 2011 and 2012
and 4.5% before 2011 (Figure 24).

Figure 24: Viewing Period

Before 2011
4.5%

Availability and disclosure of information

2.2.47 Sales brochures, price lists and promotional materials were commonly
available during the respondents’ viewing of first-hand residential properties
(Figures 25-27). Only around 10% of them did not acquire “promotion
leaflets” (12.2%), “sales brochures” (12.5%) and “price lists” (15.9%) during
their property viewing experiences.

2.2.48 Though the dissemination channels through which the respondents obtained
the information were varied, a majority of them were provided by estate
agents. Some respondents obtained the information by themselves through
the development project websites or picked them up at sales offices or made
requests.
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Figure 25: Sales brochures
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Figure 26: Price lists
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Figure 27: Promotion leaflets
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Level of importance of property information

2.2.49 Regarding the various categories of property information to be available to

the respondents, the survey results suggested that information on “units
available for selection at the time of sale”, “sales brochures and price lists
prepared by developers”, and “unmodified show flats“ were regarded by
many respondents as the top three important information items at the sales
office. On the other hand, only around half of the respondents thought the

presence of “modified show flats” was important (Table 3).

Table 3: Level of importance of different information in the sales office

Priority Information item Extremely
important +
Important
1. Units available for selection at the time of sale 99.3%
2. Sales brochures and price lists prepared by 97.9%
developers
3. Unmodified show flats 93.6%
4, Sales arrangements 92.8%
5. All remaining unsold units that are available in
92.7%
the development
6. Screens to show up-to-date information (e.g.
. . . 91.8%
units available for sale and units sold)
7. Transaction records 85.1%
8. Video clips/images showing the actual
. . 81.6%
situation of the property development
9. Models of the property development and its 77 7%
surrounding environment e
10. Promotion leaflets and pricing information 79 1%
made by estate agents 7
11. Modified show flats 52.5%

Restrictions at unmodified show flats

2.2.50 The Ordinance stipulates that if an unmodified show flat of a residential

property is made available for viewing by prospective purchasers or by the
general public, there should be no restriction on a person who views the
show flat from taking measurements, or taking photographs or making video
recordings, of the show flat.

2.2.51 The survey asked the respondents whether they were stopped by any

developer’s staff or security personnel from taking photos or videos or taking
measurements at unmodified show flats. In order to compare the difference
before and after the implementation of the Ordinance, the respondents
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2.2.52

were classified into “before 2013” and “2013 & 2014” to indicate their
experience of viewing a property in that period.

Among those respondents who viewed a property before 2013 and had
attempted to take measurements or photos, 30.6% stated that they had
encountered the problem. For those who viewed the property in 2013-2014,
a smaller number of respondents 23.6% claimed the problem (Figure 28).

Figure 28: Encountered problems when viewing an unmodified show flat
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Limited chance to view a completed property unit

2.2.53
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2.2.55

The respondents were also asked whether they had a chance to view the
unit they intended to purchase at a completed residential property. The
Ordinance specifies that vendors should, before the signing of the PASP,
arrange for the purchaser to view the particular property that he/she wishes
to purchase. If it is not reasonably practicable to arrange a viewing of that
particular property, the vendor should arrange for the prospective purchaser
to view a comparable property.

Among the respondents who viewed a property before 2013, only 32.7% of
them had the chance to view a comparable property. For those who viewed
the property in 2013 - 2014, a slightly higher 39.8% had the chance (Figure
29).

The respondents remarked that the reasons for not being able to view the
completed property included: only show flats were available for viewing;
completed units were not opened for viewing; only certain units were
opened for viewing; or viewing would be allowed only after the signing of a
PASP or placing of deposits.
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Figure 29: Chance to view completed unit
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Purchase of first-hand residential properties

2.2.56 Of those respondents who had purchased a first-hand residential property
during the past 3 years (including those who intended to make a purchase),
the purchase period distribution is as follows: 37.1% purchased the property
in 2013 and 2014, 50.2% in 2011 and 2012 and 12.7% before 2011 (Figure
30).

Figure 30: Purchase Period

2.2.57 Similar to viewing a property, the respondents were classified into “before
2013” and “2013 & 2014” to indicate their experience of purchasing a
property in that period, so as to compare the difference before and after the
implementation of the Ordinance.

Rising trend of one-off computer ballot drawing
2.2.58 The respondents were asked what method was used at their last intended
purchase. Figure 31 shows that "first-come, first-served" by far was the most

common method but its usage was dropping (before 2013: 55.9% and
2013-2014: 32.6%).
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2.2.59 The survey results also suggested that there is a rising trend of “one-off
computer ballot drawing”, from 9.1% before 2013 to nearly a quarter (24.4%)
in 2013 and 2014.

Figure 31 Method of Sales
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Extra cashier orders for registration

2.2.60 The survey also asked respondents, when they submitted their registration
of intent, whether any related sales persons suggested the offer of extra
cashier orders to increase their chances in the ballot drawing.

2.2.61 Before 2013, 8.8% of the respondents were offered the option of extra
cashier orders in the ballot drawing while 91.2% replied "no". For those
respondents who purchased properties in 2013 and 2014, 46.4% replied
“yes” and 53.6% replied “no” (Figure 32).

Figure 32: Being offered extra cashier orders in the ballot drawing
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Time given for purchase decision

2.2.62 The respondents were also asked the amount of time given for them to
make a purchase decision after they were informed of the result of the ballot
drawing.

2.2.63 Among the respondents who purchased a property before 2013, 59.6% had a
certain number of hours or days to make the decision, whereas 40.4%
replied that they had to make the decision instantly. For those who
purchased the property in 2013 - 2014, 81.4% had hours or days to make the
decision, whereas 18.6% replied that they had to make the decision instantly
(Figure 33).

Figure 33: Amount of time for making purchase decision

o)
100 %

80 -
60 -
40 -
20 -
0 -

81.4

m Before 2013
m 2013 & 2014

Certain days / hours Instant

27



Study on the Sales of First-hand Residential Properties

One to three days is preferred for purchase decision

2.2.64 The respondents were asked to evaluate the adequacy of time given to make

2.2.65

2.2.66

the purchase decision with results as shown in Figure 34.

Only 30.4% of respondents who purchased a property before 2013, and
31.7% of respondents who purchased a property in 2013 and 2014
considered the time availability for purchase decision was “extremely
adequate” or “adequate”. 48.2% of respondents who purchased a property
before 2013 and 43.9% of respondents who purchased a property in 2013
and 2014 considered the given time “inadequate” or “not adequate at all”.

According to the comments made by the respondents, most suggested at
least 1 to 3 days should be given for making the purchase decision after they
were informed of the result of the ballot drawing.

Figure 34: Adequacy of time for making purchase decision
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Availability and disclosure of information

2.2.67

2.2.68

2.2.69

The survey asked respondents about the types of information they received
when making their purchase decision at the sales office, as well as the
channels through which they obtained the information.

The survey results showed that the amount of information received (either
tangible or verbal information) by the respondents to make their purchase
decisions at the sales office has improved after the implementation of the
Ordinance.

17.5% of the respondents who purchased a property before 2013, did not
acquire “information of all units available for sale and their prices”,
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2.2.70

2271

compared to 6.7% of the respondents who did not acquire the same types of
information in 2013 and 2014 (Figure 35).

On the other hand, 42.3% of the respondents who purchased a property
before 2013 had not acquired “records of transactions of all sold units”
during their property purchasing experiences compared to 22.7% of
respondents who did not acquire the same types of information in 2013 and
2014 (Figures 36).

Similar to the findings of the viewing experiences, the dissemination
channels through which the respondents obtained the information were
varied.

Level of importance of different information categories

2.2.72

The survey results suggested that “information on all units available for sales
and their prices”, “screens that show real time on-line information of units
sold and remaining units available for sales” and “leaflets that indicate some
units available for sale” were regarded by many respondents as the top
three important information categories when they made a purchase decision

at the sales office (Table 4).

Table 4: Level of importance of different information when the respondents
were making the purchase decision of a unit

Information items Extremely Have not acquired
important + the information
Important

Before 2013- Before 2013-
2013 2014 2013 2014

1. | Information of all units available | 100.0% : 98.8% 17.5% 6.7%
for sale and their prices

2. Screens that show real time 93.9% 95.8% 49.6% 32.0%
on-line information of units sold
and remaining units available
for sales

3. | Leaflets that indicate some units | 92.1% 91.2% 24.8% 26.7%
available for sale

4. | Records of transactions of all 92.7% 87.8% 42.3% 22.7%
sold units

5. | Leaflets that indicate some units | 80.5% 85.5% 44.5% 40.0%
were sold

2.2.73 As can be seen from Table 4, the gap between the importance of different

information (“extremely important” and “important”) and their availability
might suggest areas for improvement.
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Figure 35: Information of all units available for sale and their prices
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Figure 36: Records of transactions of all sold units
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The stressful environment at sales offices

2.2.74 The survey asked respondents to choose the best statement that described
the situation when they were at the sales office making the purchase
decision.

2.2.75 The survey found that the pressure to make a decision remained even after
the implementation of the Ordinance (2013-2014). Figure 37 illustrates the
breadth of experience.

Figure 37: Statement best describes the situation when the respondents
were at the sales office making the purchase decision
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(vi) Other comments and experiences
2.2.76 The survey also asked the respondents to state their views with respect to

the Ordinance. Appendix 2 gives a summary of their comments and
suggestions.
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2.3

2.3.1

2.3.2

Focus Group Discussions

The purpose of the focus group discussions was to gain insights into the
experiences of recent first-hand residential property purchasers to ascertain
how current regulatory and non-regulatory issues might affect consumers.
The focus group discussions served to complement the survey questionnaire
to gather more in-depth information from consumers.

Three discussion sessions with 18 participants in total were conducted from
27 to 30 May 2014. Participants were recruited from respondents of the
previously run survey who indicated their interest in taking part in the focus
group discussions.

Summary of Discussion

233

(i)

234

(ii)

235

(iif)

2.3.6

Views of participants of the focus group discussions generally tally with the
findings from the questionnaire survey.

Awareness and understanding of the Ordinance

Participants were aware of the Ordinance and the SRPA but with little
understanding about their details. A minority had ever used the SRPE.

Views on the Ordinance

While agreeing that the Ordinance can increase transparency of information
available to consumers, participants expressed concerns about the contents
of sales brochures, price lists, transaction records, advertisements and show
flats.

Experiences of viewing or purchasing first-hand residential property

An overwhelming majority of participants criticized the aggressive selling
practices by estate agents when escorting the viewing of show flats. They
also held the view that the prevailing sales practices and arrangements of
developers encouraged speculative activities and prompted prospective
purchasers to make rush purchase decision.
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2.4 Summary of Consumer Concerns

2.4.1 As with the questionnaire survey and focus group discussion findings, the
following areas of consumer concern were raised:

e information transparency;
e sales practices; and
e consumer protection.

Information Transparency

2.4.2 Despite the fact that the “amount” of information available to consumers at
the sales offices had improved, there were comments and concerns as
follows:

(i) Sales brochures

e There are too many technical details in the sales brochures, which only
professional or technical persons can understand.

e Absence of important information of consumer interest such as
management fees, floor-to-ceiling height, expected date of commencing
of common facilities or services, warranty period of building materials
and maintenance cost details.

(ii) Price lists

e There are different discount offers and promotions under different

conditions in the price lists which confuse prospective purchasers on the

actual price of the properties.

e Units included in the price lists are not necessarily available for viewing
or sale.

(iii) Transaction records
e Inability to know the overall sales situation on the date of sale.
(iv) Advertisements
e Contents and presentations of most advertisements are likely to be at
the least irrelevant, or at the worst misleading, despite the fact that

evasive words such as “artist impression” might be included in the
advertisements.
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(v) Show flats
e There is limited number of show flats available for viewing.

e Show flats should be available at the development sites so that
prospective purchasers can get to know the surroundings of the property
(including transportation and community facilities) when they visit the
show flats.

Sales Practices

2.4.3 In relation to sales practices of developers and estate agents, the following
were raised as concerns:

e Lack of transparency as to the sales status at the time of sales;
e Aggressive selling practices; and
e Misleading claims and information from estate agents.

2.4.4 Findings from the questionnaire survey and focus group discussions suggest
that:

e All units included in the price lists should be available for sale; and
e There should be a list showing the units available for sale and sold out
for prospective purchasers, to facilitate their purchase decision.

Consumer Protection

2.4.5 The following areas of concern are suggested by the survey respondents and
focus group participants:

(i) Awareness of the Ordinance, SRPA and SRPE

e To enhance consumer rights, awareness of the Ordinance, SRPA and
SRPE should be raised. There were suggestions such as inclusion of SRPA
website in advertisements and websites of development projects, more
announcements of public interest (API) and more exposure of SRPA to
the public.

(ii) Forfeiture amount and ‘cooling-off period’
e According to the survey and focus group findings, a majority suggested a
lengthened ‘cooling-off period’ of 7 to 14 days. There was also an

observation that because the ‘cooling-off period’ in long-term insurance
policy is 21 days after the delivery of the policy, and the amount involved
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in home purchase is substantially larger than that in insurance, the
‘cooling-off period’ in home purchase should not be less than 21 days.

e The survey respondents suggested the forfeiture amount be 1% to 3% of
the purchase price. The focus group participants further suggested that
the forfeiture amount should only be collected if the purchaser’s
mortgage application (if applicable) had been approved.

(iii) Defects liability period should be lengthened

e There were suggestions that the defects liability period should be
extended to enhance the protection of home buyers as many defects
might not be immediately known.

e Developers should compensate property owners if defects were not
rectified within the defects liability period after hand-over of the
property.

(iv) Information on completion dates

e Comments from the survey and focus group discussions suggested
information on more concrete completion dates of the development,
and facilities and services should be provided. If appropriate, penalty
terms should also be imposed on developers for failure to meet the
completion dates.
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3 COMPLIANCE BY THE TRADE
3.1 Introduction

3.1.1 In order to obtain in-depth and direct experience in the sales process of
residential properties, the Council followed through the sale of selected
residential development projects, covering field visits and compliance checks
of 17 residential development projects of different scales and stages of
development, by different property developers.

3.1.2 This chapter, as part two of the study, reports the findings of the:

o field visits; and
e compliance checks.

3.2 Field Visits
Overview

3.2.1 Field visits were carried out by 11 mystery prospective purchasers who were
either Council staff or volunteers recruited (fieldworkers), to assess what
information was available, how the information was made available and the
different sales arrangements, as well as the market practices in the sales
process. For instance,

e Show flats - Checking on the availability of unmodified show flats as well
as the presentation of modified show flats.

e Modified materials — Checking on the existence of unofficial information
or documents (e.g. self-prepared leaflets by estate agents) being
distributed to prospective purchasers at sales offices.

e Sale practices — Estate agents and sales persons represent developers in
selling residential properties to prospective purchasers. Observing their
discipline was also considered highly important. For instance, any
statements of unverifiable claims of high registration numbers resulting
from the offer of extra cashier orders to prospective purchasers.
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Field Visit Sites

3.2.2

Field visits of 17 residential property developments were conducted from 6
June to 31 July 2014, covering 7 completed (at the time of the field visit) and
10 uncompleted properties of different scales and stages of development by
different property developers. The field visit sites were determined upon the
availability of first-hand residential properties for sale in the said period. For
details of the field visit sites, please refer to Appendix 3.

Participation in the Ballot Sales Arrangements

3.2.3

3.24

3.25

3.2.6

3.2.7

Balloting is a common method adopted by developers in determining the
order of priority in the sale of first-hand residential properties.

A prospective purchaser who is interested in purchasing any of the
residential properties in a property development has to submit his/her
personal information, including a copy of a Hong Kong ldentity Card, a
Registration of Intent and a cashier order in the sum as stated in the “sales
arrangement” document of the property development. In general, the
number of cashier orders will equal the number of residential properties
which the prospective purchaser intends to purchase and each registration
of intent will be an entitlement to purchase a specific number of residential
properties.

There were allegations that some sales persons (e.g. estate agents) at sales
offices will provide extra cashier orders for their clients to increase their
chance in the ballot drawing.

The extra cashier orders provided by sales persons might give an illusion of
an active property environment to the public. It is also unfair for certain
prospective purchasers who choose to obtain cashier orders by themselves.

In order to identify and assess the seriousness of this undesirable market

practice, Council staff posed as prospective purchasers, and participated in
the ballot sales arrangements of 5 property developments.
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Observations from the Field Visits

3.2.8

The following provides a summary of the Council’s field visit observations
with regard to:

e Viewing of show flats;

e Viewing of completed properties;
e Estate agents discipline;

e Provision of information;

e Unofficial information; and

e Sales arrangements.

(i) Viewing of show flats

No conditions imposed for viewing of show flats

3.2.9

Even though during some of the field visits at the sales offices (7 out of the
17 field visits) personal information such as surname, phone number and
district address was requested, no other specific or mandatory condition was
imposed for viewing of show flats.

Viewing of show flats without estate agents

3.2.10 When viewing show flats fieldworkers were usually escorted by estate

3.2.11

agents (15 out of 17 field visits, the remaining two were by staff from the
developers). Fieldworkers also asked staff of the respective developers at the
sales offices whether or not prospective purchasers could have a viewing of
show flats without the company of estate agents. For the 12 field visits the
guestion was asked, all answered “yes”.

From the findings of the questionnaire survey and the focus group
discussions, the public might have a wrong impression that viewing of show
flats has to be carried out in company with estate agents.

Acceptable flow-control arrangement

3.2.12

In some sales offices, prospective purchasers including the fieldworkers were
required to group together with some other people first, and then led to a
number of areas where promotional videos on the development were
displayed. Though these areas were closed after the display, there was no
tight control on viewing the show flats and other exhibition areas afterwards.
In some cases, fieldworkers pretended to go back to previous show flats or
areas for more detailed viewing or inspection. Neither the estate agents nor
staff from the developers stopped the fieldworkers from doing so.
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Show flats for viewing

3.2.13

3.2.14

The Ordinance does not require a property developer (the vendor) to make
any show flat available for viewing by prospective purchasers or by the
general public. But if a show flat is made available for viewing, the Ordinance
requires that the vendor must first make available for viewing an unmodified
show flat of the residential property.

With respect to these requirements, the following limitations were
observed:

e Limited number of show flats for viewing

Though all the 17 property developments visited by fieldworkers
provided show flats for viewing by prospective purchasers or by the
general public, in most cases only a very limited number of show flats
were made available for viewing. In some cases, the show flats available
for viewing were not the type of units covered in the price list, nor did
units covered in the price list have comparable show flats for viewing.

The Council understands the practical difficulties of having show flats of
all dimensions for viewing. But the availability of show flats of different
dimensions for viewing and inspection would be particularly important
for prospective purchasers of uncompleted residential properties.

e Unmodified show flats and corresponding modified show flats

In some sales offices, though both unmodified show flats and
corresponding modified show flats were available for viewing, they were
not situated next to each other. As a result, the purpose of facilitating
prospective purchasers to make a direct comparison could hardly be
achieved.

Use of odd size furniture in show flats

3.2.15

3.2.16

Fieldworkers observed that in some modified show flats the furniture sizes
were not of standard sizes available in the market (e.g. beds with shorter
length, wardrobes with shallow depth, a baby cot with only two legs, etc).
Fieldworkers raised queries during the field visits and estate agents
accompanying the visits explained that they were purposely made to make
more space available for the flow of visitors.

Notwithstanding the need to cater for the flow of visitors to inspect show
flats, the Council still considers the use of mini- or odd size furniture in show
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flats is not appropriate, and might in some circumstances be suspected of
creating misleading visual effect to prospective purchasers.

Usage of saleable area in presenting area information

3.2.17 For all the show flats viewed during the field visits, saleable area is used
throughout the viewing by the estate agents and staff of the developer in
relation to describing the property.

Clear notices setting out what is to be included

3.2.18 In general, there were clear notices in the unmodified and modified show
flats setting out which of the fittings, finishes and appliances in the show
flats were to be included in the property and which were not.

(ii) Viewing of completed properties
Availability for viewing

3.2.19 For those 7 completed property developments visited by fieldworkers, 6
provided comparable units for viewing and the remaining one offered only
show flats.

3.2.20 In regard to the property development that did not make provision for
comparable units for viewing, the developer considered it was not
“reasonably practicable” to make available the completed residential
properties or any comparable residential properties for viewing by
prospective purchasers. Prospective purchasers were required to sign a
“no-viewing agreement” before making a purchase. The rationale provided
by the developer was that there was a safety concern, in that the
development site was still under construction and it was not practicable to
allow entry of prospective purchasers for flat viewing.

3.2.21 Such practice, in the opinion of the Council, is in opposition to the principle
of transparency as espoused by the Ordinance. Consumers should therefore
be cautious in signing a “no-viewing agreement” as it means giving up the
right of inspection before purchase.

3.2.22 The Council understands that the SRPA has expressed concern and has
written to the developer in question in July 2014 for more detailed
explanations. Follow-up investigations are still underway at the time of
preparing this study report.
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Conditions imposed for viewing properties

3.2.23 For completed property developments with comparable units as show flats,
no specific or compulsory condition was imposed for viewing of show flats.

3.2.24 However, when viewing some properties as a prospective purchaser,
fieldworkers were asked for cashier orders in an amount from HK$200K to
HKS2M, amount varies by project, as an indication of interest in purchasing
so as to get permitted to view the particular property.

3.2.25 In the case of the HKS2M deposit, the estate agent told fieldworkers that he
would prepare the cashier order and settle the matter. However,
fieldworkers were still required to provide their personal phone number,
address and Identity Card copy before entering and viewing the property.

(iii) Estate agents
Choice of estate agent

3.2.26 As mentioned above, most sales offices in the field visits allowed prospective
purchasers to view show flats without the company of estate agents.

3.2.27 Nevertheless, according to fieldworkers, except for those sales offices which
had been operating for quite some time, for newly launched property
developments, their sales offices and nearby areas would be crowded with
tens to hundreds of estate agents or their representatives of different estate
agency companies. Any person who walked pass the area, regardless of
whether they were a prospective purchaser or just a pedestrian passing by
would be prospected aggressively by estate agents or representatives. If a
person received any information such as a name card or a promotional
leaflet from one estate agent or representative, the estate agent or
representative would immediately shout loudly that “the information has

been received!” (UZELMI!), and other estate agents or representatives would
then stop prospecting the same person.

3.2.28 It seemed therefore that tacit agreements existed among estate agents and
representatives on a client-agent arrangement. This might explain the
aggressive behaviour of some estate agents and representatives in
approaching prospective purchasers in the vicinity of the sales offices.

Disclosure of identity
3.2.29 According to the Practice Circular (No.13-04 (CR)) issued by the Estate

Agents Authority (EAA), licensees must, at the first opportunity after they
have successfully established contact with a prospective purchaser, clearly
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explain to the prospective purchaser whether their estate agency company
acts: (a) only for the vendor; or (b) only for the purchaser; or (c) for both the
vendor and the purchaser; and (d) whether their estate agency company
might subsequently act for both the purchaser and the vendor. Licensees
must inform the prospective purchaser of the above matters in writing and
supply a copy of the same to the prospective purchaser.

3.2.30 In all the 15 field visits escorted by estate agents (including the 5 cases with
ballot sales participation arranged by estate agents), such information was
neither provided in writing nor mentioned.

Sales practices

3.2.31 Apart from non-disclosure of acting capacity, the following questionable
sales practices were also observed:

Claims of limited supply, rising property prices and overwhelming
demand.

In many of the field visits, fieldworkers were told by the estate agents
that the units of the development projects concerned were mostly sold
(e.g. “only very few units left”), that there was a shortage of property
supply in the area, that the developers would increase the price in their
next batch of sales, and that the development had already been
oversubscribed by a certain amount. Other claims included the
guarantee of successful mortgage applications and rental demand. The
estate agents would support their claims with tables or reports shown on
their computer tablets or mobile phones, but prospective purchasers
would never be able to verify the reliability of such information under
such situation. Similar examples of this behaviour were recorded in the
Council’s 2010 Study Report.

Aggressive selling on the spot

It is a basic right of consumers to be informed adequately and accurately.
Prospective purchasers should have the time to collect and verify
information from the estate agents before making purchase. However,

fieldworkers were lobbied aggressively by most estate agents
encountered at the field visits to make an instant decision on the spot.

The wusual reasons given by estate agents to entice prospective
purchasers to submit registration of intent were as follows:

“Most of the units are sold, only very few are left”;
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“Placing a deposit will give you entitlement to view or to choose and a
refund will be given if you determine not to buy”;

“Register (registration of intent) first. We can arrange cashier orders for
you. No cost involved but gives you a chance to draw and purchase the
property”; and

“You can pay one cashier order by your credit card and another by
cheque. We will not debit your card or cash your cheque until the
confirmation of the deal. If you determine not to buy, you just call us and
we shall void the card transaction and return the cheque”.

In one case a fieldworker told the estate agents that he/she could not do
the registration because he/she did not bring a credit card of adequate
credit limit or a blank cheque to the sales office. The estate agents
immediately suggested escorting him/her home to get the card and
cheque.

In another case, though there was still one day before the deadline for
submission of the registration of intent, the estate agents concerned
purposely told fieldworkers that the deadline was in the evening when
the fieldworkers viewed the show flat and that if they did not register
immediately, they would miss the chance. A similar case was found in
another property development. The estate agent told fieldworkers that
balloting would soon be held on Saturday (the field visit was conducted
on Friday). The Council later checked the sales arrangement of the
property concerned and confirmed that the balloting would be held on
the next Friday.

Fieldworkers had also been told during a field visit that all small units
were nearly sold; and that the remaining ones would only be available
for sale when the development was completed. Just one month after the
field visit, the Council found that the remaining small units were still
available for sale.

e Making loans to prospective purchasers

Among the 5 property developments for which fieldworkers had
participated in ballot sales arrangements, estate agents of 3 property
developments had offered loans to fieldworkers to increase their
chances of buying the properties. Among the other 12 property
developments visited (without ballot sales participation), estate agents
of at least 2 property developments suggested offering loans to
fieldworkers to increase their chances.
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As mentioned above, in order to participate in the ballot sales
arrangements, each prospective purchaser had to submit personal
information including a copy of the Hong Kong Identity Card, a
Registration of Intent and a cashier order in the sum as stated in the
property’s sales arrangements.

In many cases of the developments visited, an individual registrant was
entitled to a maximum of two balloting rights. Therefore, in order to
increase the chance of buying the property, estate agents would usually
persuade prospective purchasers to submit two registrations of intent to
maximize their two balloting rights.

However, two registrations would require two cashier orders, each
amount being from $100K to $300K (in the Council’s field visit cases).
Also, the purchase of cashier orders at banks would incur a service
charge of at least $50 per cashier order transaction as well as the time
cost of waiting and queuing at banks. As told by the estate agents, in
order to minimize the inconvenience and cost caused to prospective
purchasers, estate agency companies would offer cashier orders
prepared in advance for lending to prospective purchasers. Prospective
purchasers could then undertake to pay the estate agency company by
credit card or by cheque. Prospective purchasers were required to sign a
form "EFBEAR/ERE(—FEELER )" prepared by estate agency
companies (Appendix 4). It seemed apparent that making loans to
prospective purchasers is a common approach adopted by some estate
agency companies.

In the Council’s field visit cases, fieldworkers would tell the estate agents
that they had not made up their mind of buying the property and thus
either a credit card or cheque payment was undesirable in case they
wanted to cancel the registration.

To entice the fieldworkers who were still considering to register, in the 3
cases of ballot sales arrangements, the estate agents told the
fieldworkers that they would not debit the card or deposit the cheque
until the deal confirmed, thus the fieldworkers have adequate time to
consider the purchase. If they decided not to buy, they could just call the
estate agents to void the card transaction and return the cheque.

In 2 of the 3 cases, only one credit card payment needed for two cashier
orders (Table 5). The estate agents concerned matched up the balance.
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Table 5: Summary of the cases with loans from estate agents

Two From fieldworkers Prepared by
'reglstrat'lons of Credit card Cheque(s) estatfe agents -
intent with two cashier orders
) (not (not cashed)
cashier orders . amount total of
debited)
amount total of
Case 1 $300,000 $150,000 - $300,000
(5150,000@)
Case 2 $400,000 $200,000 - $400,000
(5200,000@)
Case 3 $600,000 $150,000 $150,000 $600,000
($300,000@) $300,000

To the Council’s understanding, making loans to prospective purchasers
when promoting first-hand residential properties would constitute a
breach of the EAA’s guidelines.

Knowledge about the property developments

During some of the field visits, estate agents were found to have
inadequate basic knowledge of the developments to be sold. For
example, for a development which had only one phase, the estate agent
told fieldworkers that the development would be divided into two
phases. For another development, the estate agent told fieldworkers
wrong developer name of the development.

Some estate agents also made questionable claims on the guarantee of
facility or service provision by the development. For example, the shuttle
bus service for one development was still under application during the
time of the field visit, but the estate agent guaranteed that the service
application would be approved.

(iv) Provision of information

Availability of information

3.2.32 During the Council’s field visits, most of the information about the property
such as sales brochures, price lists, sales arrangements, registers of
transactions and other information on the property were generally available
at the sales offices for collection by prospective purchasers, in compliance
with the disclosure requirements under the Ordinance.

Ease of information access when viewing show flats or properties

3.2.33 In most cases, the information mentioned above was only placed on the
sales desk at a very late stage before prospective purchasers left the sales
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3.2.34

offices, instead of being made available for examination before entering the
show flats. As a result, prospective purchasers could not bring the
information along with them for cross reference when viewing the show flats
or properties. Similar findings were observed in the Council’s 2010 Study
Report.

Furthermore, fieldworkers also observed that the estate agents or staff from
the developers provided official information on reactive basis. In many of the
Council’s field visits, when fieldworkers asked to take information home for
reference, estate agents claimed that only few prospective purchasers would
do so as the information was not easy to read and the sales brochures were
too heavy to carry. The estate agents advised fieldworkers to take a
promotional catalog and informal self-prepared price lists instead.

(v) Unofficial information

Availability of unofficial pricing and transaction information

3.2.35

3.2.36

During the field visits, unofficial property information including price lists,
flats available for sale, and units sold had been individually prepared by
estate agents. According to the estate agents, information with names such
as "HFER" , “2EBE" , "WHFEIIEN" consolidated the price lists,
sales arrangements and registers of transactions issued by developers and
was said to be designed exclusively by the estate agents for easy reference
on the availability of units for sale.

In most cases, unofficial information was provided to fieldworkers or sent to
fieldworkers’ mobile phones via WhatsApp communications.

(vi) Sales arrangements

Balloting

3.2.37

3.2.38

In 2 out of the 5 field visits with ballot sales participation, fieldworkers as
registrants had to attend personally at the sales offices on the first date of
sale for balloting by the developers. The registrants would then proceed to
select the properties with priority according to the ballot results.

For the other 3 field visits with ballot sales participation, the balloting was
undertaken in the evening after the submission deadline of registration of
intent. Registrants were invited to witness the balloting and information on
the balloting results and attending time slots for registrants would be posted
at the sales offices. Though the developers would not notify registrants of
the ballot results separately, in some cases the ballot results would be
posted on the developments’ dedicated websites, and in all cases the estate
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3.2.39

3.2.40

agents would inform the registrants of the ballot results and their attending
time slots on the first date of sale.

Fieldworkers were told that most of the balloting was operated by computer
programs and networks. However, during one of the field visits, fieldworkers
were told by the estate agent that if they submitted their registration of
intent earlier, they would have a greater chance in the ballot despite the fact
that the sales arrangements of the development stated that “the order of
registration will not have any impact on the order of priority for selecting the
residential property”.

Owing to the ballot result priority, among the 5 field visits with ballot sales
participation, fieldworkers had only attended the first date of sale of one
development. The remaining field visits either did not render fieldworker
earlier timeslot to make selection on the first date of sales because the ballot
result was of low priority or there was a lack of registrants and so
fieldworkers did not have to participate in the ballot arrangement.

Case story: Aggressive selling and difficulty in checking out transaction
information at the time of sale

According to the fieldworker’s observation, the development required
registrants to attend personally at the sales offices for balloting. The
property sales office on the first date of sale was crowded with hundreds of
people, including prospective purchasers, estate agents and developer’s
staff waiting for the ballot results.

At the time the relevant registration number of intent was drawn in the
ballot, the fieldworker proceeded to the sales area with the related estate
agent. Despite that the fieldworker was in the sales area of the sales office,
awaiting his or her turn for selection, the fieldworker was still in the dark as
to which units on which floors at which blocks of what sizes were sold or yet
available for sale.

When the fieldworker was able to select the properties which were still
available, the fieldworker was surrounded by at least 4 estate agents and
pressurized to make a quick decision in minutes on the preferred choice of
property, as many people were queuing up. Other estate agents nearby also
persuaded the fieldworker to select a property first and re-consider the
decision later.

From knowing to deciding, the whole selection process only took a few
minutes. To end, the fieldworker was under intense pressure for not
purchasing.
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3.3

Compliance Checks

Overview

3.3.1

3.3.2

The Council’s compliance checks were designed to check on the contents,
availability and timeliness of the information provided by developers of
selected development projects (the same 17 development projects as
selected for field visits). In the course of its study, the Council conducted a
check on the following aspects:

e Sales brochures;

e Price lists;

e Show flats;

e Advertisements;

e Sales arrangements; and
e Disclosure of transactions.

Owing to the limited resources available to carry out a comprehensive check,
the compliance exercise focused only on the main provisions of the
Ordinance which were considered crucial to prospective purchasers.

Sales Brochures

(i) Scope of the compliance check

333

The compliance check was confined to checking sales brochures of the 17
field visited property developments. The relevant sales brochures were
collected from the field visits and supplementary information was
downloaded from the development project websites for more in-depth
analysis; in particular to revisions made in the sales brochures.

(ii) Legislative requirements

334

Part 2 Division 2 of the Ordinance sets out detailed sales brochure
requirements (such as prohibition on preparation, contents, examination
and revision, and availability to the general public). The compliance check on
sales brochures was in relation to the following aspects:

e contents;

e availability;
e timeliness and information accuracy.
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(iii) Contents of sales brochures

3.35

3.3.6

Schedule 1 of the Ordinance provides detailed information requirements (e.g.
location plan, aerial photograph and floor plans of properties in the
development) that must be set out in a sales brochure. Appendix 5 provides
a summary list of the legislative requirements on sales brochures.

The Council inspected the sales brochures provided at the 17 property
developments and observed that they did in general meet the legislative
requirements for contents. Nevertheless, the Council’s opinion is that there
are certain desirable initiatives that could be implemented with regard to
sales brochures, which could enhance their readability, and in turn their
usefulness for prospective purchasers.

Contents page

3.3.7

Only some sales brochures had a contents page. A contents page would
make it easier for prospective purchasers to look up specific sections for
reference. Through the course of the purchase, prospective purchasers
would find it helpful if they could quickly check on important facts in the
sales brochure in a user-friendly manner.

Floor plans

3.3.8

While it was found that most of the floor plan illustrations in sales brochures
were clear, the visibility of information relevant to floor plans such as
dimensions of the property was low and made them difficult to read.

Provision of relevant information

3.3.9

3.3.10

Under the Ordinance, the sales brochure for the development must set out
relevant information that is specific to the property or the development if
the information is known to the developer but is not known to the general
public. Relevant information would mean information on any matter which is
likely to materially affect the enjoyment of the property and development.
Relevant information provided in the sales brochures could, for example,
include noise impact assessment reports and mitigation measures, the
location of nearby graves, or plans for the location of a government
methadone clinic, etc.

Some sales brochures provided “relevant information” for the developments
but some did not. As the information would typically be known to the
developer and not prospective purchasers, the Council is of the view that the
burden of verification would be with the SPRA in governing compliance from
the trade.
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Information on management fees

3.3.11 All the 17 property developments provided the required information on

property management, namely the identity of the property management
company in the sales brochures, but no information on management fees.
While it is not a requirement in the Ordinance that developers should
provide information on property management fee in a sales brochure, the
Council considers its availability is essential for purchasers given its
long-term financial impact.

Size and weight of brochures

3.3.12

3.3.13

The 17 sales brochures were of different sizes and weights. As shown in
Table 6, the weight of the sales brochures ranged from 0.49kg to 3.4kg, and
the number of pages from 64 to 594. In general, property development in
large scale presents sales brochures with more pages and are more heavy, as
more units and information are involved. Taking a development with 1,620
units as an example, the sales brochure collected from that field visit had a
total of 594 pages. Among the total 594 pages, 234 pages were inserts
mainly due to updates or revisions of the development information.

The sales brochures were also of different dimensions. Owing to the odd size
and weight of some sales brochures, fieldworkers found that they were not
easy to carry around during the field visits and take home. In two cases,
tailor-made paper bags were provided for prospective purchasers to bring
home the sales brochures for reference.

(iv) Availability of sales brochures

3.3.14

As regards the availability of sales brochures for public collection, the Council
has checked that the latest versions of the sales brochures for the 17
property developments were available in hard copy for viewing or public
collection at the sales offices of the property developments at the time of
field visits. The sales brochures were also available on the designated
websites of the property developments at the time of field visits.
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Table 6: Size and weight of sales brochures collected at sales offices (order by weight)

Total No. of . .
Property No. of Pages* Dimension
. No. of (~Length x Weight
Development | Blocks/Towers Units (No. of Width x Height (~kg)
/Houses Additional gnht, g
cm)
Inserts)
1 9 1,620 594(234) 26.8x38.0x1.8 3.40
2 17 102 312(12) 42.0x29.7x2.1 2.37
3 4 691 316 29.7x419x19 2.29
4 6 1,071 244(30) 40.5x28.0x1.7 2.25
5 4 928 266 (34) 26.0x38.4x1.8 2.01
6 7 1,717 222(4) 27.9x40.5x19 2.00
7 18 Blocks + 546 420 39.0x29.7x22 1.9
7 Houses
9 Blocks+
8 3 Duplex+ 1,419 234 42.0x29.6x1.3 1.28
6 Houses
9 1 179 160 29.7x42.0x1.0 1.08
10 1 95 84 41.8x29.6 x0.7 0.94
11 2 293 84 29.6x41.9x0.7 0.86
12 1 299 122 29.5x42.0x0.8 0.83
13 2 352 110 29.7x42.0x0.8 0.76
14 1 106 68 36.0x27.0x0.7 = 0.60
15 1 98 126(14) 28.0x28.0x1.0 0.60
16 1 59 86(6) 25.0x38.3x0.7 0.58
17 1 113 64 38.9x29.7x0.5 0.49

* Total number of pages included cover and bottom page and additional inserts.

(v) Timeliness and information accuracy

Sales brochure provision within 3 months

3.3.15 Section 25 (9) of the Ordinance stipulates that a reference to the sales
brochure for a development is a reference to the sales brochure for the
development that has been printed, or examined within the previous 3
months. All the 17 sales brochures that the Council collected from the field
visits were revised within the 3-month period.

Examination and revision

3.3.16 The Council has inspected the revisions of the 17 sales brochures and made
the following observations:
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e Frequency of examination

Among the 17 sales brochures, up to 15 August 2014, 16 sales brochures
had been examined by the developers concerned from one to seven
times. In general, for property developments which had been available
for sale for a longer period of time, e.g., the first date of sale was in 2013,
the number of examinations would be more.

The duration between examinations generally complied with the
legislative requirement, in that sales brochures are required to be revised
every 3 months. However, the Council observed in one case that the time
gap between two examinations was only 2 days, with revisions of the
location plan, floor plan and outline zoning plans.

e Frequent items of revision

The usual items for revision were as follows:
- Location plan;

- Aerial photograph;

- Outline zoning plan;

- Layout plan;

- Floor plans;

- Fittings, finishes and appliances; and

- Elevation plan.

Some typing mistakes or amendments in descriptions were also found.
e Revisions

It was observed that developers adopted two different approaches for
revision of sales brochures, either by replacing the original pages in sales
brochures with the revised ones or inserting new revision pages into
brochures. For the insertion approach, one extreme case showed that at
the time of the field visit the inserted pages could be up to 65% of the
total pages of the original brochure.

For most revisions reviewed by the Council, the differences between the
original version and the revised version(s) were not easy to be identified.
Only a few sales brochures had explanations at the examination records
that facilitated prospective purchasers’ understanding of the changes
(Figure 38).
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Figure 38: Examples of examination records extracted from two developments
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Price Lists
(i) Scope of the compliance check

3.3.17 The compliance check was confined to checking of price lists of the 17
property developments which were collected during the field visits and also
downloaded subsequently from the development project websites for
in-depth review.

(ii) Legislative requirements

3.3.18 Part 2 Division 3 of the Ordinance sets out detailed requirements on a
number of matters, such as the preparation of price lists, the number of
properties to be covered, contents, and availability to the general public. The
Council conducted compliance checks on price lists in relation to the
following aspects:

e contents;
e availability; and
e information requirements.

(iii) Contents of price lists
Information in specified form

3.3.19 The price lists of the 17 property developments were examined and it was
observed that the information was in general set out in the form specified by
the Ordinance.

Location of developments

3.3.20 The Ordinance stipulates that a price list for a property development must
set out the name and location of the development. All the 17 price lists
collected from the field visits met the requirement. Nevertheless, it was
observed that some developments provided only the street/road name and
number, without the district location (Figure 39). Prospective purchasers
might sometimes find it difficult to identify the exact location of the
developments.
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Figure 39: Example of price list without indicating the district location
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Different formats of price discounts and orders

3.3.21 As shown from the examples below, there were different formats used for
price discounts by different property developments. Some provided remarks
for each unit to be sold (Figure 40) and some referred to the benefit
summary of the price list (Figure 41).

Figure 40: Example of price list for price discounts with remarks next to each unit
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Figure 41: Example of price list for price discounts referring to the benefit summary
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Important information not required by the Ordinance

3.3.22 A price list must not set out information in relation to a development other
than the information required under the Ordinance. Accordingly, the
Ordinance does not specify the following information for price lists:

e the total number of units in the price list;
e the total number of units of the development already sold; and
e the total number of units of the development remaining for sale.

3.3.23 Other key information such as changes of the price of a specified property
and changes of terms of payment are also not available in the price lists. Any
changes (e.g. prices or discounts) to the price lists will result in a new version
denoted by the alphabetical order (e.g. versions 1A, 1B, 1C etc). However,
these revised price lists (or new versions) did not specify the status of the
units, in which some might have already been sold but redundantly
remained in the subsequent revised price lists (Figure 42). Consumers would
not be able to distinguish these sold units from the available units in the
subsequent revised price lists, and had to search for the information needed.
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Figure 42: Examples of revised price lists on units sold information
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(iv) Availability of price lists
Availability of price lists
3.3.24 Price lists of the 17 property developments were available for public

collection at the sales offices of the property developments at the time of
the field visits. Copies of the price lists were also available on the designated

websites of the property developments.
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Availab

3.3.25

ility of unofficial pricing and transaction information

Among the 15 field visits conducted with estate agents, unofficial property
information (including price lists, units available for sale, and units sold)
prepared by estate agents was available in 13 developments. According to

the estate agents, the information, with names such as "HFEX" , "8EE&
B" , "WEFIIER" consolidated the information from official price lists,

sales arrangements and registers of transactions, and was designed
exclusively by the estate agents for easy reference on the price and

availability of units for sale (Figure 43).

Figure 43: Example of a consolidated version of price list, sales arrangement
and register of transactions provided by an estate agent
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3.3.27

In most cases, the unofficial information was provided to fieldworkers at the
sales offices or sent to their mobile phones via WhatsApp communications.

During one of the field visits, fieldworkers received 2 unofficial forms of
pricing information from 2 different estate agency companies for the same
property development. After further review, Council staff found that there
was an error in one of the estate agent’s self-prepared price list. It should be
noted that the last revised date printed on these price lists (listed below as
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#1 and #2) was 23 June and 26 June 2014 respectively, while the date of the
field visit was 27 June 2014. Price list #1 indicated that flat H of the 11/F was
sold (Figure 44) while price list #2 marked it was available for sale, with its
price (Figure 45). According to the register of transactions, the flat was sold
on 6th May. The Council is highly concerned with the accuracy and reliability
of unofficial information, and how it affects the purchase of the prospective

purchasers.

(v) Information requirements

Number of properties to be covered in the price list

3.3.28 Section 30 of the Ordinance sets out the minimum requirements on the
number of properties to be covered in the price list (Table 7).

Table 7: Requirements on the number of properties to be covered in the price list

Total number of residential
properties in the development

Minimum requirements on the number of
properties to be covered in the price list

e 30 or fewer

All residential properties

e More than 30 but less than
100

At least 30 residential properties

* 100 or more

For the first price list, whichever is the
greater of the following:

(i) 20% of the number of residential
properties in the development; or
(ii) 50 specified residential properties;

and
For the subsequent price list:
At least 10% of the number of
residential properties

3.3.29 According to the Council’s compliance checks,

all the 17 property

developments met the requirements. It was also observed that for all the
property developments under study, there was no repetition of the same

property in different price lists.
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Figure 44: Extract of unofficial price list #1 from estate agency company A
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(vi) Other analyses

3.3.30 Notwithstanding the fact that the 17 property developments met the
legislative requirements on price lists, the Council has the following
observations on how the price lists are constructed and released, given the
price lists should be accurate reference for prospective purchasers.

e Frequency of release of price list

As can be shown from Table 8, the average number of days (from release
date to most recent update) per price list and revised price list for the 17
property developments ranged from 1.6 days to 121.5 days. Three of the
17 property developments released a new or revised price list in less

than 3 days.

Table 8: Summary of the release of price lists among the 17 property developments

(arranged in order by the latest date of release of first price list)

Property
Development

No of Price Lists
Released during

No of Days
between Date of
Release of First and

Average No of
Days Per Price

the period* ‘Latest’ Price List** List Released
Al 3 18 6.0
A2 18 28 1.6
A3 2 21 10.5
A4 1 4 4.0
A5 14 27 1.9
A6 16 50 3.1
A7 7 59 8.4
A8 11 66 6.0
A9 36 82 2.3
Al10 10 88 8.8
All 6 106 17.7
Al12 28 200 7.1
Al13 12 231 19.3
Al4 46 287 6.2
A15 2 243 121.5
Al6 44 353 8.0
Al7 5 333 66.6

* Since the release of first price list.

** ‘Latest’ Price List refers to the latest version of price list issued before the cut-off

date (15-8-2014).

The Council believes that the reason for the frequent release of revised
price lists is possibly due to the common practice adopted by developers
to simply meet the minimum requirements, by listing a certain number
of properties in a price list. In general they prefer not to disclose more
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prices of the residential properties than necessary because of testing the
market in the intial stage. Depending on the public responses (e.g. the
number of registration of intent) for the preceding price lists, the
developers will then set and adjust the prices in the subsequent price
lists for the same residential properties.

In these circumstances, when there are frequent changes (e.g. pricing,
terms of payment, discounts) for the same property development, all the
prices lists will be revised at the same time thereby greatly increased the
number of revised price lists released.

The Council has even observed that in some cases there have been
revised price lists issued on the same day or next day following release of
the initial price list.

The Council is of the view that the practice of making frequent changes
to price lists will not only be confusing to prospective purchases but will
also negate the attempts through legislation to prevent the speculation
of price information to the detriment of consumers.

e Change in list price

Although the Ordinance specifies that a "tick" is required to indicate
changes to prices of residential properties, this piece of information
cannot provide any details on the changes, such as the number of
residential properties where price has changed and if the changes were
an increase or decrease. Unless there is checking line-to-line, prospective
purchasers will not be able to easily identify changes in prices of different
properties between the various revised price lists.

Among the 17 property developments, 11 increased the list price of the

residential properties and the rest remained unchanged up to 15 August
2014 (Table 9).
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Table 9: Summary of list price changes of the properties in 11 developments

Property Range of percentage increase in list price

Development* for every single time of price change

Bl 0.2-0.4%

B2 0.5%

B3 1-2%

B4 2%

B5 1-3%

B6 1-3%

B7 1-3%

B8 3%

B9 1-4%

B10 5%

B11l 1-10%

* The identities of the developments are not in the same order as represented in other tables.

It was also observed that 5 out of the 11 property developments
increased the price of the specified residential properties more than one

time (Table 10).

Table 10: Summary of list price change of the residential properties
(increased more than one time) among 5 developments

Property No of times of Range of accumulated
Development* increased price of the percentage increase in list
specified residential price of the specified
properties properties
C1 3 1-2.5%
C2 2 2-4%
C3 2 3-6%
c4 4 4-8%
C5 2 4-11%

* The identities of the developments are not in the same order as represented in other tables.

e Transaction price

The Council has reviewed the register of transactions of the 17 property
developments and observed that the transaction prices are normally in
line with the relevant price lists with respect to adjustments on terms of

payments, discounts and other benefits.
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e Discounts and benefits

Apart from the "tick" symbol to indicate changes to prices of residential
properties, the Ordinance does not specify any requirement to indicate
changes in other information in the revised price lists. For example, those
related to terms of payment or revised benefits which might affect the
price (Figure 46).

For the purpose of changing part of the information, some developers
indicated the change by using a "strikethrough" format (see Figure 47).
Some simply replaced or added the information directly in the price lists
without any clear indication of the changes (Figure 48).

In summary, because discounts and other benefits are provided in
different formats in price lists, prospective purchasers have to read
carefully and decipher the price lists so as to know the exact price to be

paid.
Figure 46: Revision to price list other than price
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Figure 47: Example of revised price list with “strikethrough” format
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Figure 48: Example of revised price lists with property unit information directly added
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Show Flats
(i) Scope of the compliance check

3.3.31 The Council’s compliance check was focused on viewing of show flats by
fieldworkers during the field visits of 17 property developments. For findings
other than those in the following compliance check, please refer to the
section “Field Visits”.

(ii) Legislative requirements
3.3.32 Part 2 Division 4 and 5 of the Ordinance sets out detailed requirements in
relation to the viewing of show flats and properties regarding the sale of

first-hand residential properties. The Council’s compliance check indicated
the following (Table 11):

Table 11: Compliance check on show flats

Viewing of show flats

Legislative requirement Fulfillment of requirement
(within the scope of the study)
¢ |f the vendor is to make available a * Yes, all the 17 developments met
show flat for viewing by prospective the requirement.

purchasers, the vendor must first make
available an unmodified show flat for * Among the 17 developments, 4
viewing. developments only provided
unmodified show flat for viewing.

¢ Ashow flat of a residential property * Yes, all met the requirement.
must not be made available for viewing
before copies of the sales brochure
have been made available.

* Requirements for unmodified and * Yes, all met the requirement.
modified show flats

- Display the plan of the show flat that * |In general, a plan showing the
shows the dimensions of the show flat, dimensions of the show flat was
with internal partitions, any bay displayed at the entrance of the
windows, air-condition plan rooms, show flat.
balconies, utility platforms and
verandahs.

* Additional requirements for * Yes, all met the requirement.
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unmodified show flat

- Provide enclosing walls and boundary
wall for, and internal partitions and
doors in, the show flat in the same way
as they will be provided in the
residential property.

* Additional requirements for modified * Yes, all met the requirement.
show flat

- Forinternal partition that is not * In general, a solid line was marked
provided in the show flat, the position on the floor of the modified show
and the thickness must be marked with flat showing the position and
a solid line on the floor and a plan thickness of the original internal
showing all internal partitions must be partition and a plan was displayed
displayed. showing the layout, orientation and

- A notice that stating any other fittings, thickness of all original internal
finishes and appliances in the show flat partitions and highlighting the
will not be included in the residential changes.

property should be displayed.
Below is an example:

* Measurements and photographs
allowed to be taken in unmodified
show flat

Yes, all met the requirement.

* Measurements allowed to be taken in
modified show flat

Yes, all met the requirement.

Viewing of properties in completed developments
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(with occupational permits issued)

Legislative requirement Fulfillment of requirement
(within the scope of the study)
* Provide a viewing of completed * Among the 17 property
property before sale developments visited by

fieldworkers, 7 of them were
completed developments
(occupation permits already issued
at the time of field visit).

* Fieldworkers viewed properties of 5
developments with occupation
permits.

* For 1 development, the vendor
explained that it was not
“reasonably practicable” to make
the property available for viewing
before sale.

* For the other development,
fieldworkers were not informed
about the availability of completed
properties for viewing; show flats
were then visited. Fieldworkers
later contacted the development
concerned and found that
comparable units were also made
available for public viewing.

* Requirements for making comparable | ¢ Yes, for the properties viewed by
residential property for viewing fieldworkers, all met the
requirement.

* Measurements and photographs * Yes, for the properties viewed by
allowed to be taken in residential fieldworkers, all met the
property for viewing requirement.

(iii) Other observations
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3.3.33 The 17 completed and uncompleted property developments generally met
the legislative requirements for show flats and viewing of properties.
Nevertheless, during the field visits, the following matters were observed.

e Importance of show flats

As the Ordinance does not require the vendor to make any show flat
available for viewing by prospective purchasers, developers typically only
provide a limited number for viewing. As a result, prospective purchasers
will not be able to ascertain visually the floor situation of the property,
such as how close adjoining flats will be.

Floor heights provided in the sales brochures are the “floor-to-floor”
height. However, for a property with different internal floor heights,
prospective purchasers will find it difficult to ascertain from the sales
brochure, what the actual ‘head room’ will be. If given the opportunity to
view a show flat, prospective purchasers would better understand if
there were any differences in the internal heights of the property.

e From availability to location

Except for those developments that had been completed, only two
property developments had sales offices and show rooms near the
property development sites. For the rest, they were all located at large
shopping malls or commercial centres in central business districts which
are far away from the actual property development sites.

The Council understands that the availability of sales offices and show
rooms in central business districts provides convenience to prospective
purchasers. However, the location of a sales office and show room near
the property development site could in fact, provide a better picture for
prospective purchasers on the environment of the property which would
be of vital concern especially for home-users. Although there is no
reason that prospective purchasers cannot go and visit the development
sites, having the show flats located in the vicinity of development sites
would better facilitate prospective purchasers convenience in visiting the
site.

e Notice and sign
The Ordinance stipulates detailed requirements for unmodified and
modified show flats, when they are made available. However, there is no

standard requirement on the size, format, position and details of any
notices or signs that are displayed at the show flats.

69



Study on the Sales of First-hand Residential Properties

During one field visit the fieldworkers noticed that an important notice
displayed on the ceiling of a show flat was small and difficult to read. The
Council considers that if notices materially affect what is represented in
the show flat, they are in fact just as important as the actual show flat
and should be prominently placed and in a format which is easy to
identify and understand.

With regard to fittings, finishes and appliances that are to be included in
a residential property development, different property developments
have different formats and levels of detail. Prominent information on the
differences between what is shown in the show flat and what will appear
in other non-viewable flats should be provided.

Figures 49-50 show examples of notices regarding information of fittings,

finishes and appliances in an unreasonable position, and of different
formats and details.

Figure 49: Notice placed in unreasonable position
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Figure 50: Information of fittings, finishes and appliances of different formats and
details (some with brand name and model number and some without)
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Advertisements
(i) Scope of the compliance check
3.3.34 The compliance check covered promotional brochures, catalogues or any

other materials collected by fieldworkers during their field visits, as well as
advertisements in newspapers, with details in Table 12:

Table 12: Coverage of advertisements in newspapers for compliance check

e Covering period 1June —31July 2014
e Property developments 17 property developments (field-visited)
e Newspapers 7 (including 2 free-of-charge newspapers)
(Monday — Sunday) - Hong Kong Economic Journal
- Hong Kong Economic Times
- Ming Pao Daily
- Oriental Daily
- Sing Tao Daily
(Monday — Friday) - AM730
- Metro Daily

(ii) Legislative requirements

3.3.35 Part 3 of the Ordinance sets out detailed requirements in relation to
advertisements for the sale of first-hand residential properties. It is
stipulated in the Ordinance that property advertisements must not contain
false and misleading information. It also requires that the size and unit price
shown in an advertisement must be provided by reference to the saleable
area of the property.

3.3.36 The Council examined printed advertisements of the 17 property
developments and observed that the developments in general met the

legislative requirements for printed advertisements (Table 13).

Table 13: Compliance check on printed advertisements

Legislative requirement Fulfillment of requirement
(within the scope of the study)
* General requirements for * Yes, all advertisements from
advertisement the 17 property developments
under study met the
* The advertisement should state requirement.

- Who is the publisher

- The estimated material date

- The size and unit price by reference
to saleable area
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e Statement about sales brochures * Yes, all met the requirement.

* Any advertisement must contain a
notice that advise prospective
buyers to refer to the sales brochure

* Additional requirements for * Yes, all met the requirement.
advertisement

* The advertisement should provide:

- The basic information related to the
property development and the
developer

- The address of the property
development website

* Font size of certain statements * Yes, all met the requirement.

* The minimum size and the typeface
of the required statements

- The district, street and street
number of the development

- The website of the property
development

- The statement of “artist’s
impression”

(iii) Price information and sales figures

3.3.37 Most of the advertisements reviewed by Council staff generally did not
include price information of the property development. Some
advertisements highlighted the sales situation of the property developments.
The Council cross-checked the available transaction information of the
properties and they generally tallied with each other.

(iv) Use of discounted price

3.3.38 The Council found that some advertisements used discounted price per
square foot or discounted unit price in a promotion, which is not
recommended by the SRPA (Figure 51). The use of discounted price might be
misleading because discounts of the properties are subject to conditions and
do not apply to all prospective purchasers. According to a press statement
issued by the SRPA in January 2014, it has advised against the use of average
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price (F191E) and discounted price (#TEE) in property advertisements. The
SRPA suggested developers use a price range instead.

Flgure 51: Property advertlsements with discounted prices
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Source: Extracts of 3 property advertisements from different developments.
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(v) Property locations and maps

3.3.39 All advertisements provided the district and street name and number at
which the development is situated. Some advertisements even provided
location maps of the properties. However, not all these maps were drawn to
scale (Figure 52).

Figure 52: Property location map not drawn to scale
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(vi) Photographs and images shown in the advertisements

3.3.40 Among the advertisements reviewed by the Council, the majority used some
photographs, pictures or images with no discernable relation to the property
developments concerned. Even though there were statements reminding
prospective purchasers that the photographs, photos or images represented
an artist impression of the development and readers were suggested to
make reference to sales brochures and conduct an on-site visit. The Council
is of the view that the contents of all promotional materials, including
advertisements must be a true representation of the development. While it
is understandable that an artist impression is necessary to illustrate
something that is not currently in existence, the impression should not be so
artistic as to mislead.
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(vii) Outdated promotion photographs

3.3.41 In an advertisement published on 4 July 2014 (Figure 53), a development
used a photograph taken over four years ago which would cast doubts to
prospective purchasers on the validity of the photo to represent the real
surrounding area of the development. For relevancy and accuracy sake, the
developer(s) shall spare its best endeavor to locate the latest photos as
reference by prospective purchasers.

Figure 53: Outdated promotion photograph
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(viii) Other property information

3.3.42 Though not required by the Ordinance, some advertisements or promotional
materials provided information on the total number of units and blocks,
facilities or services in the development or surrounding environment,
management fees, etc (Figure 54).

Figure 54: Information on management fee

3.3.43 The Council is of the view that if such information is accurate, true and
complete, prospective purchasers can get a better picture of the
development which will be of vital concern to their purchase decisions. If the
information is partial and incomplete, prospective purchasers might be
misled. For example the following advertisement showed club house
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facilities and services to be provided (Figure 55). Though qualifying remarks
are given, they are in small print such that prospective purchasers might not
be aware that the provision of the facilities and services are still subject to

approval and completion/provision dates of the facilities and services are not
yet confirmed.

3.3.44 In another example, while the information of management fees was
provided in the advertisement, prospective purchasers would still not be
able to know the amount of management fees estimated to be paid because
the calculation was based on the number of management units set out in the
draft deed of mutual covenant which might not be readily available (Figure

56).
Figure 55: Provision of facilities and services
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Figure 56: Information on management fee
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(ix) Infrastructure under planning

3.3.45 In some advertisements or promotional materials, information on future
infrastructure under construction, planning or at review stages was included.
In general, developers did state that they were not giving any warranty and
that the infrastructure was subject to the Government’s approval or control

(Figure 57).
Figure 57: Future infrastructure
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(x) Traveling time

3.3.46 The traveling times to and from developments, stated in advertisements,
generally came into two categories: the time needed to travel between
stations of MTR and travel between the developments and primary places in
Hong Kong. For the former information, these were standard estimations
provided by the MTRC. In the latter, developers adopted various methods to
determine the traveling time. In some cases an independent traffic

consultant ( "B BEEME" ) was quoted in the advertisement with respect

to the calculation but no further information was provided. The Council
doubts whether this information could be viewed as reliable because
traveling times would be affected by many factors (Figure 58).
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Figure 58: Independent assessment on traveling time
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(xi) Relevant dates

3.3.47 As shown in Figure 59, the estimated “completion date” and the estimated
“material date” are provided in the same advertisement with regard to
different variables of a development project. Unless the information is
clearly explained, prospective purchasers might not be able to understand
and know the difference between the two dates.

Figure 59: Relevant dates of a development
(a) Estimated material date
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(b) Estimated completion date
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(xii) Size of characters and numbers

3.3.48 With regard to statements and information with font size requirements
under the Ordinance, the developers and estate agency companies of the 17
property developments fulfilled the requirements. However, for information
without the font size requirements under the Ordinance, the Council found
that the sizes of characters and numbers in some advertisements were so
small that readers would find it difficult to read. Some examples are quoted
below (Figure 60).

Figure 60: Examples of different font sizes in advertisements

— Statements and information with size requirement

R Statements and information without size requirement
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(xiii) Advertisements with unofficial information

3.3.49 During the field visits of the 17 property developments, fieldworkers
collected from estate agents some brochures or catalogues with
advertisements published by the developers which were supposedly
intended for internal training (Figure 61). The Council is of concern that such
unofficial information might pose inaccurate information to prospective
purchasers.

Figure 61: Examples of information provided to fieldworkers by estate agents
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Sales Arrangements
(i) Scope of the compliance check

3.3.50 The compliance check was confined to checking of sales arrangements of the
17 property developments. Sales arrangement documents were collected
during the field visits and also downloaded from the property developments’
designated websites for in-depth analysis.

(ii) Legislative requirements

3.3.51 Section 47 of the Ordinance sets out requirements on availability and
contents of sales arrangements for property developments.

Availability

3.3.52 During a period of at least 3 days immediately before the date of sale of a
property development and on that date, hard copies of sales arrangement
for the property development must be available for collection by the general
public free of charge; and available for inspection on the designated website
for the development.

Contents
3.3.53 The following information must be contained:

e The date and time when, and the place where, the property will be
offered to be sold;

e The number of properties in the development that will be offered to be
sold on that date, and at that time and place;

e Adescription of the properties;

e The method to be used to determine the order of priority in which each
of the persons interested in purchasing any of the properties might select
the property; and

e The method to be used, in the case that 2 or more persons are interested
in purchasing a particular property, to determine the order of priority in
which each of those persons might proceed with the purchase.

(iii) Availability of sales arrangements
3.3.54 All the 17 property developments met the legislative requirements on
availability of sales arrangements in that they were available in hard copies

and on the designated website for the development at least 3 days before
the date of sale of the property development.
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3.3.55 However, if a property at the time being was not going to be offered for sale
3 days later, there might not be hard copies of sales arrangements for
collection at the sales office. In these circumstances, prospective purchasers
would have to refer to the relevant website of the development for
published sales arrangements.

(iv) Contents of sales arrangements

3.3.56 All the 17 property developments met the legislative requirements on
contents of sales arrangements. Moreover, both English and Chinese were
printed in the same copy of the sales arrangements. While this was
convenient for prospective purchasers on the one hand, in some cases the
English text and the Chinese text were not arranged in consistent order
throughout the document; which could create confusion.

(v) Different sales arrangements

3.3.57 The Ordinance regulates the availability and contents of sales arrangements
documents of property developments. It does not, however, set requirement
on the formats and operations of different types of sales arrangements.

3.3.58 From the sales arrangements documents of the 17 field visited property
developments, it was observed that in general there are three types of sales
arrangements:

Balloting

3.3.59 Among the 17 field visited property developments, balloting was the most
common sales method adopted by developers. However, different property
developments had different ballot arrangements, such as:

e Balloting took place right after the closing of registration of intent

Registrants are invited to observe the balloting and balloting results and
the attending time slot for registrants would be posted at the sales
offices. Though the developers would not notify registrants of the ballot
results separately, in some cases, the ballot results were posted on the
developments’ dedicated websites. In all cases during the field visits the
estate agents informed the registrants of the ballot results and their
attending time slots on the first date of sale.

e Balloting on the first date of sale

In these cases, registrants had to attend personally at the sales offices on
the first date of sale for balloting by the developers. The registrants
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would then proceed to select the properties at the time of selection in
the order of priority according to the ballot results.

Different ballot arrangements have different advantages and
disadvantages to prospective purchasers and property developers. For
balloting takes place right after the close of registration of intent,
prospective purchasers would have a relatively longer period of time for
planning and making their purchase decision and developing a strategy.
For balloting on the first date of sale, because all the registrants would
have to be present at the sales office, the actual sales situation would be
more transparent but prospective purchasers would have little time in
making their purchase decisions.

e First-come, first-served

Other than balloting, first-come first-served approach was another
common method for property sales.

Though this approach is simple, Council staff observed in one sales
arrangement with a first-come first-served basis, there was allocation of
priority order in “rotation” (Figure 62). The sales arrangements stated
that: The vendor reserves the right to allocate properties to purchaser by
a specific sequence of order consists of 7 estate agency companies when
more than one prospective purchasers are interested in purchasing a
specific residential property. The order of priority will be allocated in
“rotation” in the order of (1) company A; (2) company B; (3) company C,
etc.
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Figure 62: Order of priority to be allocated in rotation
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First come first served. Persons imterested in purchasing must personatly attend the designated place where the sale
will take place

On 17 October 2013: Vendor does not accept any person interested i purchasing having queved up before 7 pom.
From |8 Ocrober 2013 and thereafter: Vendor does not accept any person mterested in purchasing having quesed up
refore the time of sale (according to the place where the sale is to take place].

However, 1f there are two or more persons attending the designated place at 7 pm. on 17 October 2013 and mierested
in purchasing a particular specified residential property, the vendor in order to maintain order at the sales offices,
reserves the right to allocate the particular specified residential property to any of the interested person by the
following methed. The order of priority will be allocated m “rotation™ in the order as follows:

I, P B
s AL 6.

]

In each “rotation”, cach estate apent can only amange one interested person to select one specified residential property,
For each estate agent, if there is more than one interested person atending the designated place where the sale will
take place at 7 pom. on 17 October 2013 and mterested m purchasing a particular specified residential property, the
estate agent should determine the order of pricrity by the price of the specified residential properties, the ineresied
person whois interested in the specified residential properties at a higher price should he amranged with higher prionny
by the estate agent, The above arrangements are applicable to each “rotation™ on that day until all “rotations”™ are

completed.

Bt the vendor, in order to maintain order at the sales offices. reserves the right to allocate the particular specifiad
residential property 0 any of the mierested person and determime w0 whom a residental property wall be sold i case

of any dispute.

Tender

3.3.60 Sale by tender is rare and usually only for highly luxurious or special
properties. There are no price lists for properties by tender sale but the
Ordinance specifies that there must be sales arrangements for the property
and the sales of the property have to be recorded in the register of
transactions.
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(vi) Time and place of sales

3.3.61

3.3.62

Different property developments have different times of sale on their first
date of sale under different sales arrangements. Twelve out of the 17
property developments commenced their first dates of sale in the morning.
Five property developments had their first dates of sale in the afternoon or
evening.

Sales of uncompleted property developments usually took place in shopping
malls. The Council observed that only a few cases offered sales office and
show flats in the vicinity of the property development.

(vii) Registration of intent

3.3.63

For property developments with ballot sales arrangements, each individual
registrant was generally allowed to submit 2 registrations of intent. Each
registration usually would be entitled to purchase one specified property.
However, there were cases where each registration could entitle the
purchase of 2 specified properties i.e. a total of 4 specified properties could
be purchased.

3.3.64 There was also case where each registrant could submit only one registration

of intent. However, the registrant could intend to purchase more than one
specified property. In this special case, the balloting took place in three
rounds; with first round of balloting for registrants intending to purchase 3
or more specified properties; the second round for registrants intending to
purchase 2 specified properties; and the final third round for registrants
intend to purchase one specified property.

(viii) Inflated number of registration of intent

3.3.65 Individual registration of intent could be in the name of a prospective

purchaser or in joint names with any other party. For property developments
which allowed the submission of 2 registrations of intent by an individual
registrant, a couple of prospective purchasers could therefore submit a total
of 6 registrations of intent for the development. However, at the end there
would have to be the purchase one property only or not at all (Table 14).

Table 14: Inflated number of registration of intent

Number of Registration of Intent
Husband 2
Wife 2
Husband + Wife 2
Total 6
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3.3.66 In view of the widely reported sales practice of “inflated numbers of
registration of intent”, the Council has reviewed the reported number of
registration of intent in the press, and the actual sales situation on the first
date of sale of 8 property developments. It concluded that inflated numbers
of registration of intent exists and that the reliability of the number of
registration of intent to reflect genuine demand is questionable (Table 15).

Table 15: The number of registration of intent

Property .No. (?f No. of units No. of .units sold on
Registration of offered for sale the First Date of
Development* . .
Intent (from press on the First Sale (from Register
reports) Date of Sale of Transactions)
D1 13,000 591 589
D2 2,600 220 189
D3 2,911 209 204
D4 2,200 100 95
D5 420 102 46
D6 76 62 25
D7 130 30 23
D8 10,000 492 428

* The identities of the developments are not in the same order as represented in other tables.
(ix) Return of cashier order

3.3.67 To participate in a ballot sales arrangement, each prospective purchaser had
to submit his or her personal information including a copy of their Hong
Kong Identity Card, a Registration of Intent and a cashier order in the sum as
stated in the property’s sales arrangements.

3.3.68 Among the 17 property developments, the amount of cashier order required
ranged from HKS100K to HKS300K. If the registrant did not purchase a
specified property, the cashier order(s) would be returned to the registrant,
as stated in the sales arrangements, from the next day of first date of sale, to
around two weeks.

(x) Ballot results

3.3.69 Except for one property development, all field-visited property
developments with ballot sales stated in their sales arrangements that
registrants were invited to observe the balloting and balloting results, and
that the attending time slot for registrants would be posted at the sales
offices. One property development even stated in its sales arrangement that
registrants would not be separately notified of the ballot results (Figure 63).
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Figure 63: The result will not be separately notified

The computer balloting will take place on 20 June 2014 after 5:00 pm. at the Sales Office.
Registrants (if the Registrant is a company. then any one of its directors) are welcome to view
the computer balloting. Every Registration of Intent shall be allotted such number of lot(s)
which equals the number of specified residential propertyiies) which the Registrant(s) intends
to purchase as indicated in the Regstration of Intent less the number of specified residential
property(ies) (if any) that hashave been purchased under that Repistration of Intent. Onee a lot
allotted to a Remsirauon of Intent has been successfully drawn, all other lot(s) (if any) relating
to the same Registration of Intent shall be cancelled and be treated as null and void. The ballot
results, mcluding “registration number” stated on the Letter of Confirmation for registration,
“balloting result prionty” and “attending tme slot for Regstrants™ (each such ume slot will

commence after 2:00 a.m. on the First Date of Sale) will be posted at the Sales Office atter the

computer balloting on 20 June 2014 | Registrants will not be separately notified of the ballot

resilis. |

3.3.70 The only exception stated in its sales arrangements that the ballot results

would be posted on its dedicated website (Figure 64). In fact, for some other
property developments, the ballot results were posted voluntarily on their
dedicated websites.

Figure 64: The result will be posted at website

3

The balloting will Take place on | August 2014 and the balloting will be effected via a computer ballor system.

The ballor results. including “regispation mumber™, “ballor result sequence™ amd “the check-in rimeslot fim
registrangs™ shall be posted ar the Sales Office and uploaded 1o the website of . _con o

1 Angusr 2014, The openitg hours of the Sales Office on 1 August 2004 are from 10:00am 6o S:00pam

3.3.71 In all cases during the field visits with ballot sales participation, the estate

(xi)

3.3.

3.3.

agents informed the registrants the ballot results and their attending time
slots on the first date of sale. The Council is of the view that posting of ballot
results on the developments’ websites enhances information transparency
and consumer convenience.

Revision of sales arrangements

72 Observed revisions included time of the sale, place of the sale, number of
properties for sale, information about registration of intent, and
arrangement on viewing of property. Most commonly revised information
were changes in time of the sale and number of properties for sale.

73 As mentioned previously, all revised sales arrangements would have to be
posted on the property development’s dedicated websites. Nevertheless,
unless the changes or revisions were highlighted by the developers in the
revised sales arrangements (which are rare and limited examples are shown
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below) prospective purchasers would find it difficult to know which part(s) of
the sales arrangements had been revised. (Figure 65)

Figure 65: Revised sales arrangements
Number of specified residential
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3.3.74 The Council also observed that for properties that have already been sold,
information on the properties would still remain in the revised sales
arrangements (so as the price lists). The Council is of the view that to avoid
consumer confusion, certain remarks could be put in the sales arrangements
or price lists documents to give prospective purchasers clearer information.

(xii) Special terms

3.3.75 The following special terms and arrangements were observed during the
compliance check of sales arrangements of the 17 property developments.

e Bundling sales

The Council observed that one property development bundled sales of
its principal flat and its adjacent open studio flat. The adjacent open
studio flat could not be purchased unless the principal flat of that
adjacent open studio flat was purchased together.

e No viewing agreement

In the same development, prospective purchasers were requested to sign
a “No Viewing Agreement” at the time of submitting the registration of
intent. The developer stated in the sales arrangements that “If that
person does not enter into the No Viewing Agreement (that person is
free to do so), under the Residential Properties (First-hand) Ordinance,
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the Vendor will be unable to sell that specified residential property to
that person.” (Figure 66)

Figure 66: No viewing agreement

Te the extent thae it is not reasonably practicable for a specified residennal property 10 be viewed
andl ir is pot reasonably practicable For any comparabile residential propeny 1o be viewed, belore
that specitied residential property can be sold 1o a person, that person has two agree in writdng that
the Vendor 1s not requirved to make such a comparable residential property available for viewing
before the sale (the “No YViewing Agreement™). If that person does not enter into the No
Viewing Agreement (that persomn is tree to do so), nnder the Residential Properties (First-hand
Sales) Ohdinance,
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The rationale provided by the developer in requiring the signing a “no
viewing agreement” before making a purchase was for safety concern, in
that the site was still under construction and it was not practicable to
allow entry of prospective purchasers for flat inspection.

The Council’s understanding is that the development is at a completed
phase and with the issuance of an occupation permit. According to the
Ordinance, prospective purchasers should be able to view residential
properties which they intend to purchase, or comparable residential
properties, before signing the PASP. The SRPA has written to the
developer for reasons why it considers not reasonably practical to make
available the properties or comparable properties for viewing by
prospective purchasers.

The Council considers that the practice was in opposition to the principle
of transparency as espoused by the Ordinance, and consumers should be
cautious in signing a “no viewing agreement” as it means giving up the
right of inspection before purchase. The Council is of the view that the
regulatory body should stipulate relevant guidelines so similar incidents
could be well governed by the Ordinance in future.

e Purchase decision in 3 minutes

In one sales arrangement of a property development, prospective
purchasers were required to make a purchase decision within 3 minutes
during the turn of selection (Figure 67). Notwithstanding that this
property development is only for certain groups of prospective
purchasers, the Council is concerned that a reasonable balance needs to
be achieved between fairness to consumers and administrative
convenience.
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Figure 67: Purchase decision in 3 minutes

4.

After the completion of the confirmation and verification of identities of the Registrants. the
Registrants shall then proceed to select the residential properties in the order of priority

according 1o the result of the balloting (the “First Selection™),  When it is the nun of a

Regstrant to select a residential property [that Registrant must make his'her selection within 3

minnres, [farling which that Registrant will be deemed to have given up the oppormumity to selec
a residential property in the First Selection (note: each potential purchaser 15 hereby advised 1o
consider and decide his'her own preferences i different residential properties before attending

the Sales Office)

(xiii) Releasing units in small batches

3.3.76 The Ordinance stipulates that price list of properties to be sold must be made

3.3.77

3.3.78

available to the public at least 3 days before the date of sale. However, the
Ordinance does not require that all the properties covered in the price list
must be made available for sale. The Council is concerned that information
on “not for sale” units on the price list will create confusion to prospective
purchasers, and legitimate the practice of “releasing units in small batches”
and thereby opens up for market speculation.

The Council has checked the sales arrangements and price lists of the 17
property developments and observed that for 10 property developments,
the properties offered to be sold in the sales arrangements matched with
that in the price lists. In other words, properties in the price lists were made
correspondingly available for sale.

There were however certain developments where the properties listed in the
price lists were not fully available for sale in the corresponding sales
arrangements. For 4 property developments, apart from the first price list
and sales arrangements which were matched, properties listed in subsequent
price lists and sales arrangements were not matched. For 3 other property
developments, the properties listed in the first price lists were already not
fully available for sale in the corresponding sales arrangements and for
subsequent price lists and sales arrangements (Table 16).

Table 16: Units covered in the price lists not launched for sales

Property No of units covered No of units Ratio of units
Development* in the first price launched for sale in for sale between
list** the first sales sales arrangement
(a) arrangement and price list
(b) (b)/(a)

El 328 238 73%

E2 197 50 25%

E3 52 20 38%
*  The identities of the developments are not in the same order as represented in other

tables.

**  Minimum disclosure requirement met.
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Disclosure of Transaction Information
(i) Scope of the compliance check

3.3.79 The compliance check was focused on the checking of registers of
transactions of the 17 property developments. The registers of transactions
were collected during the field visits and also from the property
developments’ designated websites.

(ii) Legislative requirements

3.3.80 Part 2 Division 8 of the Ordinance sets out detailed requirements in relation
to register of transactions for developments. According to the Ordinance,
the purpose of the register of transactions is to provide the public with the
transaction information relating to the development in order to better
understand residential property market conditions in Hong Kong.

3.3.81 For this purpose, the Council conducted compliance checks on the following
items of the register of transactions:

e contents;
e availability;
e timeliness and information accuracy.

(iii) Contents of the registers of transactions
Information in specified form

3.3.82 Information of all the registers of transactions of the 17 property
developments were set out in the form specified by the SRPA.

Revision of transaction prices

3.3.83 Revision of transaction price happens mainly in large property developments.
The Council has gone through all the 71 revisions (as at the date of register
of transactions on 15 August 2014) of the 17 property developments and
observed that the revisions were mainly due to changes in the payment
terms of transaction, usually from stage payment plan to instant / 60-day /
90-day / 180-day cash payment. Out of the 71 revisions reviewed, 61
revisions were with price reductions, and 10 had increases in prices. The
percentage price changes of these 71 price revisions ranged from -10% to
7.5%.
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Termination of PASP

3.3.84 Among the transaction records reviewed by the Council, termination of ASP
was rare (5 cases among a total of 6,675 transaction records). There were
more cases in termination of PASP in particular for large property
developments (74 cases). Among the 8 cases where the purchaser was a
related party to the vendor, there was one case with termination of PASP.

(iv) Availability of the registers of transactions
Availability of electronic copy on designated website

3.3.85 All the 17 property developments made an electronic copy of their registers
of transactions available on their designated websites.

Availability of register of transactions at sales offices

3.3.86 The Ordinance requires that the vendor must make the register of
transactions for the development available on a date of the sale for
inspection by the general public free of charge at the place where the sale is
to take place. For all the 17 property developments, copies of registers of
transactions were available at the sales offices during the field visits.

(v) Timeliness and information accuracy

Entries in register of transactions

3.3.87 The Council checked the dates of transactions for the 17 developments and

observed that they were generally in line with their corresponding sales
arrangements for the development.
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34

Summary of Findings from Field Visits and Compliance Checks

Field Visits

341

3.4.2

3.4.3

3.4.4

3.4.5

3.4.6

3.4.7

3.4.8

3.4.9

Some improvements were observed in show flats such as no conditions
imposed on prospective purchasers for viewing of show flats, no estate
agents escort required, and the use of saleable areas in presenting floor area
information. However, certain problems were still in existence which
included the use of non-standard furniture, and only a limited number of
show flats were offered for viewing.

All completed property developments visited by fieldworkers provided either
show flats or comparable units for viewing.

In many of the Council’s field visits the estate agents claimed that only few
prospective purchasers would do so when fieldworkers requested to take
information such as sales brochures home for reference. The estate agents
further advised fieldworkers to take promotional catalog and self-prepared
price lists instead.

Fieldworkers also observed that the estate agents or staff from the
developers provided official information, such as sales brochures and price
lists, to prospective purchasers, on reactive basis.

In all the 15 field visits escorted by estate agents (including the 5 cases with
ballot sales participation arranged by estate agents) the estate agents
neither directly disclosed to the prospective purchasers their acting capacity
(e.g. acting for the vendor) nor simply mentioned the fact in passing.

Estate agents’ claims of limited supply, rising property prices and
overwhelming demand, as well as aggressive selling on the sales spot, and
inadequate knowledge about property development by developer’s staff,
continued to exist.

Making loans to prospective purchasers was practiced by some estate
agency companies.

Unofficial pricing and transaction information were available to prospective
purchasers at the sales offices.

Fieldworkers experienced aggressive selling and had difficulty in checking out
transaction information at the time of sale.
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Compliance Checks

3.4.10 According to the Council’s checks, in general, all the 17 property

34.11

developments met the legislative requirements in relation to contents and
availability with respect to the use of saleable area, provisions on sales
brochures, price lists, show flats, advertisements, sales arrangements and
register of transactions.

Reservations to the usefulness and usability of the information:

Sales brochures were of odd sizes and weights and that information of
purchaser interest such as management fees were not contained.

Units included in the price list might not be for sale and there were
frequent revisions of the price lists.

Limited number of show flats for viewing and the locations of the show
flats were usually far from the development sites.

Advertisements of discounted prices and photographs or images with no
discernable relation to the property development.

Inflated numbers of registration of intent were in existence.

Comparison of the sales arrangements and price lists of the field visited
property developments showed that there were certain developments
where the properties listed in the price lists were not fully available for

sale in the corresponding sales arrangements.

Latest transaction information was not readily available at the time of
sale.
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q

4.1

41.1

4.1.2

4.1.3

4.1.4

4.2

42.1

OVERSEAS LEGISLATION

Introduction

For purpose of benchmarking Hong Kong’s regulatory framework in
protecting the interests of property purchasers, the Council conducted a
desktop research on the regulation of residential properties of six
jurisdictions, based on the available sources of information collected through
the Internet and obtained from relevant regulator.

The six jurisdictions were Australia (Melbourne), Canada (British Columbia),
Mainland China, Singapore, Taipei, and United Kingdom (England and
Wales).

Key areas under study included:

e Scope of legislation;

e Disclosure of information;

e Floor area measurements;

e Advertisements;

e ‘Cooling-off period’;

e Sale and purchase agreement;

e Completion of sales and vacant possession; and
o Defects liability period.

The following provides a brief summary of the research into the above key
areas. Details of the regulations in relation to protection of purchasers of
residential properties in each of the jurisdiction are provided in Appendix 6.

Scope of Legislation

In general, there are statutory regulations governing the sale of first-hand
residential properties in overseas jurisdictions, though some are explicit and
specific and some through general regulations on consumer protection,
complimented by voluntary codes of practice.

Australia (Melbourne)

4.2.2

In Melbourne, the Sale of Land Act (SLA) regulates property developers on
the sales practices of private residential properties. SLA is a provincial level
legislation for the State of Victoria, of which Melbourne is the capital. The
law is administered by the Consumer Affairs Office (CAO) for the State of
Victoria. Along with the Act, a few regulations and guidelines are found to be
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relevant to purchase of properties.

Canada (British Columbia)

4.2.3

In the Canadian province of British Columbia, the Real Estate Council (REC)
administers the Real Estate Development Marketing Act (REDMA) and
relevant legislations and guides to oversee real estate development, sale and
licensing individuals and brokerages engaged in real estate sales. Along with
the REC, the Homeowner Protection Office (HPO) is another authority in
British Columbia to regulate real estate development. It is required that all
home builders must register under the HPO. The HPO enforces the
Homeowner Protection Act (HPA).

Mainland China

424

Private residential properties in China are called “commodity premises (& an

[E)”. The sale of first-hand commodity premises is jointly regulated by
government authorities at both national and municipal levels. The Council
identified 10 pieces of legislations, which regulate real estate developers on
property developments from different perspectives, e.g. development, sales
and purchase, advertisements, etc.

Singapore

4.2.5

Taipei

4.2.6

Singapore has promulgated legislations to govern the sales practices of
private residential properties. The Urban Redevelopment Authority (URA) is
the regulator of private housing development in the country, mainly through
the Housing Developers (Control and Licensing) Act (HDCLA) and Housing
Developers Rules (HDR), which is formulated under the Act.

Private properties in Taipei are referred to as “Pre-sale Houses” (FJE&/Z) and
“Existing Houses” (B{/Z). Fair Trade Commission, FTC (A FRSFEEE)
regulates the sales of properties via two main directions. The Consumer
Protection Commission, CPC CEE&REZE ) also issues standard contract

templates and circulars to protect consumer interests in purchasing
properties.

97



Study on the Sales of First-hand Residential Properties

United Kingdom (England and Wales)

4.2.7

4.3

43.1

43.2

4.3.3

43.4

435

4.3.6

Developers are allowed to sell uncompleted (locally known as “off-plan”
properties) and completed properties in the United Kingdom. Sales practices
are mainly regulated by the trade itself though a voluntary code of practice —
“Consumer Code for Home Builder” (CCHB). In addition, general legislations
on consumer protection are relevant and important.

Regulations on Disclosure of Information

Out of the six jurisdictions examined, three of them (Melbourne, British
Columbia and Singapore) have requirements on developers in disclosing
property information to prospective purchasers. Melbourne requires a
“Vendor’s statement” to be provided to purchasers before proceeding to the
Contract of Sale. The statement covers descriptions on property, including
the building permit, details of subdivision plan and non-connected services
etc.

Similarly, in the British Columbia, the REDMA requires a “Disclosure
Statement” to be filed to superintendent before initiating the sale and
provided to purchasers in advance. Such a Disclosure Statement provides
general descriptions of the property, including developer information and
total number of strata lots and number of lots to be sold.

Singapore requires in the HDR for developers, to provide particulars (Form 3
in the Schedule and property plans) describing the property to purchasers
before accepting booking fees. Supplementary information such as
estimated total floor area, site plan and floor plan is necessary if the
property is in the form of strata title.

In Mainland China, pre-sale advertisements and brochures can be attached
in the pre-sale Contract as an annex upon agreement. For properties with
management company appointed, services to be provided and the
management fee should be expressly disclosed.

In Taipei, a transaction contract is required to be offered for purchasers to
review before accepting deposit fee. Additional information is necessary for
pre-sale houses, which a copy of the construction license, cadastral map of
construction site and other requested information should be supplemented.

In the United Kingdom, there is no regulation on the disclosure of
information, but there is provision in the voluntary code of practice. The
CCHB advises that pre-purchase information be disclosed to purchasers
beforehand. Information includes Reservation Agreement, details of Home
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4.4

44.1

4.4.2

443

444

4.4.5

4.4.6

4.4.7

4.4.8

Warranty cover and management costs. For sales of uncompleted properties,
a brochure or plan showing the layout, appearance, a list of property’s
content etc. are required.

Floor Area Measurements

The most common floor area measurement parameters adopted in five
jurisdictions are square feet and square meter, while Taipei takes Ping (£¥) as
the measurement unit.

In Melbourne, the Property Council of Australia has promulgated the
Method of Measurement for Residential Property 2008 (MMRP). Under the
MMRP, “Gross Floor Area” (GFA), which is defined as the sum of interior
space, common area and addition area, is adopted.

In the British Columbia, “Square Area” is suggested by the REC. It refers to
the calculation of the area of a strata lot with reference to its walls which
measurements should be taken from the centre line of the demising walls.

For Mainland China, Gross Floor Area (2% H%E - EEREZEEENE(BEIT)EE
&) and Saleable Area (Fm/=#HEMETE) are used. Gross Floor Area is the

sum of Interior Gross Floor Area (ERZ£EHETE), Common Area and Balcony
Area. While the sum of Interior Gross Floor Area is the sum of Interior Usable
Area (E(Em)AKEAETE) and Interior Walls Area (EANSIEETE).

Similarly, Singapore adopts Gross Floor Area to represent the floor area. It
refers to “All covered floor areas of a building, except otherwise exempted,
and uncovered areas for commercial uses are deemed the gross floor area of
the building for purposes of plot ratio control and development charge.” In
general, GFA covers bay windows, household shelters, lift motor room etc.,
but excludes lift shafts, main entrance etc.

In Taipei, “Privately Owned Area”(EiCHE) is a legislative requirement for
all residential properties. It refers to the sum of Interior Usable Area (&
¥)E &), Public Facility Area (B8 E7E) and Subsidiary Area (FIEEZEE
18).

For the United Kingdom, two main floor area definitions are Net Sale Area
(NSA) and Effective Floor Area (EFA).

NSA is the Gross Internal Area (the area of a building measured to the
internal face of the perimeter walls at each floor level) of new or existing
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4.4.9

4.4.10

4411

4.4.12

4.4.13

4.4.14

residential dwelling. Area of basements, mezzanines galleries and hallways
are included.

EFA is the usable area of the rooms within a building measured to the
internal face of the walls of those roomes. It includes living rooms, bedroomes,
kitchens, areas occupied by fitted cupboards within those rooms, a floor area
which contains ventilation/ heating grille and areas occupied by skirting. It
excludes bathrooms, showers, toilets, stairwells, lift-wells, halls, landings and
balconies, corridors, internal walls (whether structural or not, columns, piers,
chimney breasts and vertical ducts), areas with a headroom less than 1.5
meter, fuel stores, lift rooms, tank rooms, plant rooms and cupboards; areas
under the control service or other external authorizes including meter
cupboards and statutory service supply points.

Discrepancy between measured area and design area is a common concern
for consumers in other jurisdictions. Four out of six jurisdictions (Melbourne,
Mainland China, Singapore and Taipei) have specified relevant clauses in
legislations. Developers in Melbourne have to seek agreement from
purchasers before making any amendment that would materially affect the
plan; or purchasers reserve the right to rescind the contract.

Purchasers in Mainland China are protected by the Measures for the
Administration of the Sale of Commodity Housing where developers are
liable for compensating any discrepancy (i.e. the measured area is less than
the design area) within 3% of total floor area, while purchasers are entitled
to terminate the contract if such discrepancy is more than 3%.

The template of Agreement of Sale and Purchase in Singapore stipulates that
purchasers should have purchase price reduction proportional to every
square meter if the deficiency on floor area is 3% or more than the stated
one in the agreement.

Pre-sale house purchasers in Taipei are entitled to claim for compensation if
there is a deficiency of floor area between the measured and the stated one
in the contract. For deficiency more than 3%, purchasers can terminate the
contract, while developers are required to rebate in monetary value to
purchasers if the deficiency is less than 3%.

In the United Kingdom, under the voluntary requirement, purchasers are

entitled to terminate the contract and have a full refund without any
deduction if any change of the plan in the contract is unacceptable to him.
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4.5

45.1

45.2

453

45.4

4.5.5

4.5.6

4.5.7

4.6

4.6.1

Advertisements

All six jurisdictions have different forms of legislation on advertisements.
Some are designated for real estate developments while some are generic to
cover all kinds of advertisements.

In Melbourne, all advertisements with the intention of inducing any person
to buy a property must comply with the SLA. Developers of property who
knowingly or recklessly make or publish any false representation, willfully
make false promise, misleading and deceptive statement, or conceal any
material facts, can be found guilty.

In British Columbia, the REC sets out rules to regulate false and misleading
advertisements. Under the rule, false and misleading advertising is strictly
prohibited.

Mainland China has stipulated in regulation that the location of the property
development project shall be described as the actual distance from the
project to a specific reference, rather than the time required to travel across
the distance.

Singapore sets out rules in HDR stating mandatory particulars to be included
or information prohibited in any property advertisement. Mandatory
information includes details of the developer and the land, the date of
completion and conveyance of the property and the location of the property.
In addition, false and misleading statements or materials should be
excluded.

In Taipei, the FTC stipulates requirements on all property advertisements. It
is required that discrepancies between information in the advertisement and

the reality should not be of a degree unacceptable to the general public (%
EHASMBEEATESE). Moreover, any appearance, design, and layout

of the property shown in the advertisement should be the same with the
reality.

As stipulated in the Unfair Trading Regulations, advertisements in United
Kingdom are prohibited from using aggressive or misleading practices.
Misleading practices, which include making false statements, or concealing
or leaving out important facts are prohibited.

‘Cooling-off period’

‘Cooling-off period’ as a legislative requirement can be found in three
jurisdictions (Melbourne, British Columbia and Singapore). In Melbourne,
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4.6.2

4.6.3

4.6.4

4.6.5

4.7

4.7.1

4.7.2

purchasers can terminate the contract within 3 clear business days after
signing the contract by written notice within cooling-off period. However,
purchasers withdrawing from the purchase will be charged with AUD $100 or
0.2% of the purchase price, whichever is the greater.

In British Columbia, purchasers are entitled to “Rights of rescission” within 7
days starting at either the date of signing the contract or the acknowledged
date of receiving the disclosure statement (whichever is earlier) to terminate
the contract, which is similar to the concept of ‘cooling-off period’. During
this 7-day period, purchasers can terminate the contract with written notice
and developers must return the deposit to buyers in full.

In Singapore, under the HDR, purchasers are entitled to consider the
“Non-exercise of Option” within 3 weeks before the expiry of the Option
(similar to the concept of ‘cooling-off period’). Once the Option to Purchase
is signed and booking fee is paid by purchasers, a title deed and the Sales
and Purchase Agreement should be delivered within 14 days of the Option
day. The Agreement will be valid for 3 weeks (from the delivery date). If the
transaction is to be terminated, purchasers are entitled to get back the
booking fee, while 25% of booking fee or 1.25% of purchase price will be
forfeited.

In Taipei, there is virtually no ‘cooling-off period’. In contrast, there is a 5-day
reading period (22#%& R H8) for purchasers to review the contract agreement
before signing for both pre-sale and existing houses.

In the United Kingdom, a reservation period is advised for developers and
purchasers. It is suggested that before signing the Contract of Sales, a
Reservation Agreement should be signed, under which purchasers can
terminate the transaction within 10 to 14 days after signing the Reservation
Agreement. An administration fee set out in the Reservation Agreement will
be charged for the termination of contract.

Sale and Purchase Agreement

In this section, the Council reviewed whether there were provisions
governing “subject to mortgage” clauses offered in the contract of sales and
purchase agreement in other jurisdictions. Two out of six jurisdictions
(Melbourne and Taipei) have expressly stated a similar requirement
governing these clauses in legislation. Melbourne sets out a standard form of
Contract of Sale under the regulation, where both parties can insert a
“subject to finance” clause upon mutual agreement.

In the case of Taipei, as stated in the standardized contract templates,
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4.7.3

4.8

48.1

4.8.2

4.8.3

4.8.4

developers and purchasers can terminate a contract upon mutual agreement
for pre-sale houses, or developers can choose either to lend the money to
purchasers or terminate contracts for existing houses.

In British Columbia, insertion of such clause is voluntary upon mutual
agreement. The REC advises the inclusion of this clause to further protect
consumers.

Completion of Sales and Vacant Possession

Penalties for late vacant possession applied in some jurisdictions (Melbourne,
Mainland China, Singapore and Taipei). In Melbourne, purchasers can
rescind a contract if the plan of subdivision is not registered within 18
months after the date prescribed in the contract. This 18-month
requirement is negotiable between the developer and the purchaser. The
purchaser is entitled to immediate return the deposit money with a
deduction of occupation fees.

In Mainland China, developers are liable for paying penalties to purchasers
for delivery of vacant possession after the mutually agreed date in the
contract. For late possession within certain days as stipulated in the contract,
a penalty should be paid by developers which is calculated daily at a rate in
ten thousandth of the total purchase price. However, if the late is after the
stipulated period, purchasers are entitled to terminate the contract and
rebate of any price paid within 15 days with daily interest of the total price,
which is calculated at the rate of not less than the benchmark lending rate

over the same period under the People’s Bank of China (RMER P E A RIRIT
RiEIEE REERR).

In Singapore, purchasers are liable to claim for compensation (which is called
“liguidated damages” in the HDR) from developers if the delivery of vacant
possession does not comply with the date stated in the contract. Such
compensation is to be calculated on a daily basis at the rate of 10% per
annum on the total sum of all the instalments paid by the purchaser towards
the purchase price.

In Taipei, two situations apply respectively for pre-sale and existing houses.
Developers shall complete the sale and transfer the property to the
purchaser within six months of obtaining “Building Use Permit” (BUP), or
otherwise they are subject to a penalty which is calculated on 0.05% of
purchase price daily. For existing houses, the transfer shall be completed
on/before the designated date upon mutual agreement. If the delay is
attributed to the developer, he/she shall pay at the rate of 0.05% of
purchase price daily.
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4.8.5

4.8.6

4.9

409.1

4.9.2

4.9.3

49.4

4.9.5

In British Columbia and the United Kingdom, only voluntary requirements
apply. For British Columbia, it is a mutual agreement between the developer
and the purchaser on the completion date for vacant possession.

For the United Kingdom, the developer shall keep the purchaser informed of
the status of the property. If there is unreasonable delay beyond the date
given in the Contract of Sale, the purchaser has the right to withdraw from
the contract and rebate of deposit and reservation fee in full without any
deduction.

Defects Liability Period

All jurisdictions require a defects liability period to be provided by
developers in their legislations, although in the United Kingdom only a
voluntary requirement applies.

Purchasers in Melbourne are entitled to legal warranties of 10 years as
stipulated in the Domestic Building Contract Law. The works carried out by
builders should be in accordance with the plan and specification in the
contract. In addition, all materials used should be of good quality, suitable
and new.

In Canada, under the HPA, all builders are required to register a “Home
Warranty Insurance” before commencing building works. The insurance is in
the form of 2-5-10; meaning 2 years on labour and materials, 5 years on the
building envelope, including water penetration, and 10 years on structure.

In Mainland China it is a legislative requirement that developers provide a
Residential Manual (= #H:RAEZE) and a Quality Warranty Manual (=&

£fR7 &) to purchasers when delivering the properties. The Quality
Warranty Manual states the warranty periods for different items. Key points
of the warranty include: Basic facilities, foundations and main parts of
buildings (Eftstit T2 - EEZEMEER TEMIEFR4EE LIZ) should be
covered with a warranty period of reasonable use as prescribed in the design
documents. A minimum 5-year warranty should be offered for Roofing
waterproof, and leak prevention of the toilets, rooms and outside walls (ZE

FrokKLig - BHKERNEER - EEMIMEENETZTR).

The HDR in Singapore requires that a 12-month defects liability period be
provided by developers. Within these 12 months, developers are responsible
for rectifying any defects within one month after receiving notice from
purchasers.
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4.9.6

4.9.7

4.10

4.10.1

4.10.2

In Taipei, there are two different liability periods for pre-sale houses and
existing houses. For pre-sale houses, the Contract specifies that a 15-year
warranty is provided by developers on structural defects, while only a 1-year
warranty is offered for fixed building materials and facilities. While for
existing houses, the Civil Code specifies that buyers should check and ask for
repair before vacant possession and purchasers are entitled to a maximum
of 5 years warranty period.

In the United Kingdom, it is a voluntary requirement for all new home
builders to register the property with a 10-year home insurance warranty.
Taking the warranty insurance from National House Building Council, any
defects detected within the first 2 years will be repaired and paid by the
developer, while for the next 3 to 10 years, only the cost of maintenance
works exceeding the minimum claim value would then be paid by the
insurance provider.

Conclusion

In summary, all six jurisdictions have different forms of control on the sales
practices of properties. Among them, Singapore is the one with the most
stringent control, followed by Melbourne, Taipei, Mainland China, British
Columbia and the United Kingdom.

In terms of the floor area measurement, it is apparent that consumers are
protected from discrepancy between measured and design areas in five
jurisdictions which consumers can either claim for compensation or
terminate the contract. Most jurisdictions protect property purchasers by
offering ‘cooling-off period’. In short, the period could be ranged from 3 days
to a maximum of 3 weeks. For defects liability period, it is observed that, all
jurisdictions, property purchasers are entitled to different lengths and
extents of defects liability period.
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5

5.1

511

5.2

521

5.2.2

523

524

5.3

53.1

RECOMMENDATIONS
Introduction

Having regard to the findings from consumer research, field visits and
compliance checks, and in order to promote desirable trade practices and
enhance consumer welfare, the Council puts forward eight
recommendations for serious considerations by the Government, the
regulators and the trade.

Recommendation 1: Ensure all units in price list available for sale
concurrently

As indicated from the Council’s compliance check studies, there were certain
developments where some property units listed in price lists were not fully
available for sale in the corresponding sales arrangements.

The Council considers that information on "not for sale" units in a price list is
confusing to prospective purchasers and therefore should be excluded.
Despite the requirement that when developers sell units they have to follow
the prices stated on the price lists, any adjustments considered necessary to
the prices could be made through issuing revised price lists. Thus the units
concerned could be put back for sale 3 days subsequent to the issue of
revised price lists.

The Council is of the view that requiring developers to publish a price list
without requiring them to offer all the units on the price list for sale, thereby
allowing them to adjust the prices for the remaining units 3 days later,
creates confusion for prospective purchasers, legitimizes the practice of
"releasing units in small batches", and opens up for market speculation.

The Council considers that a price list is an offer to prospective purchasers,
and once a price list is published the developers should honour the
commitment and sell all the units at the prices as specified in the price list,
and that the availability of price lists should be prolonged to 7 days prior to
the date of sale as suggested by the majority of respondents in the survey, to
minimize confusion and uncertainty to prospective purchasers. This would
also be consistent with the legislative intent that the prescribed number of
units should be made available for sale to the public, thereby satisfying the
government intention to ensure adequate supply of units in the market.

Recommendation 2: Review the ‘Cooling-off period’ and forfeiture amount

At present, if a purchaser does not execute an agreement for sale and
purchase (ASP) within 5 working days after entering into the preliminary
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5.3.2

5.3.3
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5.3.5

5.3.6

agreement for sale and purchase (PASP), the PASP is terminated and the
preliminary deposit i.e. 5% of the purchase price will be forfeited.

In Hong Kong, many people who purchase a home need to apply for
mortgage loan to finance the payment. Based on feedback received by the
Council, there were situations where consumers who signed a provisional
agreement and paid a deposit, later found that their application for a
mortgage was refused, or the amount that could be borrowed was
insufficient to complete the transaction. Field visit experience shows that
prospective purchasers often have to sign a PASP hastily in a short period of
time without due consideration of the implications if their application for
mortgage financing runs into problem. Accordingly, there is a need to
improve consumer safeguards against this issue.

The Council’s survey and focus group discussions also indicated that the 5
working day ‘cooling-off period’ is considered too short and the forfeiture
amount of 5% of the purchase price is too high in view of rising property
prices e.g. 5% of a $10 million property amounts to $500,000. This criticism is
justified when compared against the situation with cooling off periods for
insurance contracts (as an example) and requirements from other
jurisdictions deal with the issue.

The Council has compared the ‘cooling-off period’ and amount of forfeiture
of different jurisdictions as follows:

Jurisdiction Cooling-off period Amount of forfeiture
Hong Kong * 5 working days * 5% of the purchase price
British Columbia, | ¢ 7 days * Nil

Canada

Melbourne, e Within 3 clear business » AUDS$100 or 0.2% of the

Australia days purchase price

(whichever is the
greater)

Singapore * 3 weeks which purchaser » 25% of booking fee (i.e.
could consider to proceed 1.25% of the purchase
with the transaction or not price)

United Kingdom * Avreservation period e Administration fee as

(voluntary code) between 10 and 14 days set out in the agreement

Though Melbourne, Australia has a ‘cooling-off period’ of 3 clear business
days, the forfeiture amount is only AUD$100 or 0.2% of the purchase price
whichever is greater. In Singapore, a purchaser has 3 weeks to consider to
proceed with the transaction and the forfeiture amount is 1.25% of the
purchase price.

While the application of ‘subject to mortgage’ clauses which are adopted in
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5.4.3

overseas (Australia, Canada and Taipei) and local (Home Ownership Scheme)
might be an alternative which the Government could further explore, the
Council considers that the ‘cooling-off period’ should be lengthened to
ensure prospective to have sufficient time to check for mortgage availability.
Furthermore, the amount of forfeiture should be reduced in view of the high
property prices, and that a review should be carried out by the Government
to collect public views in setting the appropriate time period and amount.

According to feedback from the Council’s survey, the majority of
respondents suggested the ‘cooling-off period’ be lengthened to 7 — 14 days
and the forfeiture amount be 1% to 3% of the purchase price. There are also
views that a home purchase is one of the biggest, if not the biggest
investment of one’s life, a ‘cooling-off period’ for the purchase of property
should not be too short for a hasty decision but be reasonably long enough
for purchasers to take care of all matters concerned.

Recommendation 3: Lengthen defects liability period

The Hong Kong residential property market is typified by prospective
purchasers who buy a flat before it is completed. Purchasers of uncompleted
properties take the risk that they will not be able to inspect the flat until
completion of the purchase and vacant possession be given to purchaser.

Complaints by purchasers about defects are very common, and the defects
liability period is very short. According to the sales brochure of the 17
property developments visited, the defects liability warranty period is in
general within 6 months after the date of completion of the sale and
purchase of the residential property, regardless of whether the property is a
house or a flat. This is in compliance with the existing requirement that the
sales brochure must state the duration of the period (i.e. after receipt of a
written notice served by the purchaser within 6 months after the date of
completion of the sale and purchase) during which the vendor is liable to
make good any defects in the specified residential property, as provided in
the ASP.

The duration of the defects liability period is of great importance to
purchasers. In Singapore, vendors (developers) are required to offer a 12
months defects liability period, while in British Columbia, Canada, the
minimum requirement of home warranty insurance covers 2 years on labour
and materials, 5 years on the building envelope, including water penetration,
and 10 years on the structure. In Hong Kong, the Housing Authority (HA)
generally offers a 12-month defects liability period and a 10-year Structural
Safety Guarantee for flats under the Home Ownership Scheme and the
Private Sector Participation Scheme to maintain the overall structural
stability and integrity of the building. The Council has no reason to believe
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that the building standards among Hong Kong developers in the private
sector, HA’s developers and overseas developers vary substantially and
justify for Hong Kong to have a much shorter warranty period.

As some defects such as leakage might not surface within a short period of
time, the Council suggests, based on overseas and local experiences, that the
defects liability period should be lengthened to any period between 12 to 24
months for labour and materials. Moreover, warranty information on the
building ceiling and structure should also be provided in sales brochures and
ASPs to enhance information transparency.

The Council also urges developers to thoroughly inspect the condition of the
property to their satisfaction before handing over to their customers, and
that remedial action should be taken immediately to rectify defects once
discovered.

Recommendation 4: Strengthen compliance checks and penalty

The following questionable selling practices of estate agents were observed
during the Council’s field visits:

e Non-disclosure of estate agent and developer relationship;

e Claims of limited supply, rising property prices and overwhelming
demand;

e Aggressive on-site selling;

e Making loans to prospective purchasers; and

e |nadequate knowledge about the property developments.

During its field visits the Council observed that estate agents did not disclose
their relationships with developers. Together with the fact that unofficial
sales information was also being distributed by the agents, this situation
created an unsatisfactory sales environment for prospective purchasers
where, because of the perceived impartiality of the persons involved, the
accuracy and reliability of information being provided was questionable.

In the case of property developments which allow submission of 2
registrations of intent by individual registrant, a couple of prospective
purchasers can submit a total of 6 registrations of intent (i.e. two under the
name of the husband, two under that of the wife, and two under their joint
account) for the development, but at the end purchase only one property or
not at all. The Council has reviewed press reports on the number of
registrations of intent and the actual sales situation on the first date of sale
of 8 property developments and has concluded that inflated numbers of
registrations of intent is common.
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The Council is concerned that offering extra cashier orders to prospective
purchasers encourages speculative activities and drives prospective
purchasers into making rush purchasing decisions. Given that there is no
mechanism available to verify the accuracy of information in making
purchase decisions, the outcome is that it could create possibly misleading
and confusing signals to the market about the number of prospective
purchasers with intent to buy a particular development.

While the EAA’s guidelines prohibit estate agents from making loans to
prospective purchasers when promoting a first-hand residential property,
observations and findings from the Council’s field visits indicated that such
practices are common and well organized, as evident in the existence of
estate agency company cashier order loan forms.

The Council noticed that both the SRPA and the EAA conduct on-site
inspection of sales offices and show flats. Given that unsatisfactory sales
practices, as mentioned above, are still prevalent, the Council proposes that
the two regulatory authorities increase the inspection frequency, in
particular, the availability of mystery form so as to ensure trade compliance
and professionalism.

It is further suggested that the penalty for making loans to prospective
purchasers should be reviewed and substantially strengthened by EAA, such
as revoking a license and increasing the existing fine amount, at both the
individual estate agent and estate agency company levels, to provide greater
deterrence.

If the problem of making loans to prospective purchasers continues and
seriously disrupts market order, the Council considers that the Government
should step in to study the feasibility of requiring the developers to bank in
the cashier orders from prospective purchasers so as to prevent estate
agents from making loans and to offer the prospective purchasers an
opportunity for making a rational choice as direct cost is involved.

Recommendation 5: Increase scrutiny of property advertisements

Often advertising involves creativity. However, to ensure that prospective
purchasers will not be misled, the Council is of the firm opinion that
representational information in advertisements such as property location,
building materials and equipment, building surroundings, views and
landscape should not be different from the reality. The appearance, design,
and layout of the property depicted in artists’ impressions in advertisements
should always promote the factual reality of the development and less
emphasis should be placed on images or wordings that over beautify the
development and create unrealistic emotions and expectations in the mind
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of prospective purchasers.

The Council suggests that to counter the problem of market exuberance
arising through overly creative representations in advertisements and
enthusiastic information on sales trends, the SRPA should further strengthen
its scrutiny on property advertisements and publicity activities, and develop
more detailed guidelines on the release of sensitive information such as
sales related figures.

Recommendation 6: Improve transparency of sales arrangements

The Council conducted field visits and participated in the ballot sales
arrangements to assess the transparency of different sales arrangements. It
was observed that some balloting took place right after the close of
registration of intent, and some on the first date of sale. As illustrated in the
field visit study, once a ballot result was known, fieldworker had to proceed
to the sales area immediately to select a property for purchase. However,
despite that the fieldworker was in the sales area of the sales office, awaiting
his or her turn for selection, the fieldworker was still in the dark as to which
units on which floors at which blocks of what sizes were sold or yet available
for sale. If comprehensive property information was available, the
fieldworker could be in a better position to make an informed choice.

The Council is of the view that irrespective of different balloting
arrangements, sufficient time must be allowed for prospective purchasers to
make an appropriate purchase decision. As there has been an increased
tendency in using balloting in property sales, prospective purchasers will find
it helpful if developers could schedule the sessions on balloting and property
selection on different days, and post up the balloting results and attending
time slots for registrants at the sales offices and on the property websites.

Regardless of the different characteristics of different sales arrangements,
the Council is of the view that in order to ensure consumer interests are
protected, any sales arrangement should observe these basic principles in
that:

e The sales method must be fair;
e The sales arrangements must be transparent; and
e The sales system must be subject to scrutiny.

111



Study on the Sales of First-hand Residential Properties

5.8

Recommendation 7: Promote informed purchasing decisions

Consolidated information

5.8.1

5.8.2

5.8.3

5.8.4

Prospective purchasers currently rely on information distributed through
price lists, sales arrangements and registers of transactions for information
on pricing, units availability and the market situation.

Comprehensive, accurate and up-to-date information is crucial for making a
wise purchase decision, especially when pressure is being exerted by
developers and estate agents at the sales offices to close the transaction.
The Council therefore recommends that developers be required to produce
a “consolidated” information list, including pricing and discounts, units for
sale and transaction records, both on the developers’ websites and at the
sales offices for ease of reference by prospective purchasers. An example of
“consolidated” information list can be seen in Appendix 7.

Unofficial information such as "E#&" , "£EEE" , "WAIPHFINIER" is
often provided by sales persons, their accuracy and reliability are subject to
verification. The Council considers that requiring developers to prepare this
information and have it available at the sales office might help address the
concerns with inaccurate price and transaction information resulting from
changes, for example, in price/discount.

The proposed consolidated information list is aimed at enabling prospective
purchasers to check on a range of related matters at the time of sale. The
Council further recommends that an interactive online calculator be
produced in the list, to compute, with ease and speed, the property unit
prices under different discount and payment options. Having this facility on
site and readily accessible will enable prospective purchasers to make an
informed choice.

Sales brochures

5.8.5

5.8.6

The provision of sufficient and accurate information in sales brochures is
important, especially for purchasers of uncompleted residential properties.
According to the Council’s questionnaire survey, 97.9% of respondents
considered that sales brochures are extremely important or important
information items at property sales offices.

Nevertheless, feedback from the Council’s focus group discussions and
detailed examination of sales brochures (and revisions) of the 17 field visited
property developments, suggested the following deficiencies in sale
brochures and how they can be remedied:
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e Technical revisions - Sales brochures commonly have a number of
revisions over the course of a project and a summary of revisions with
clearer explanations or highlights would facilitate a better understanding
of the technical changes that have been made.

e Important purchaser information - Details on fees (such as management
fees) and services (such as periods of availability) should be provided.
Other factors such as responsibilities and compensation on late property
delivery upon completion of sale and vacant procession should also be
clearly specified. As in the case of the United Kingdom, purchasers would
be provided with information of after-sales services such as what the
services be included, who to contact. The information, if available, would
be beneficial to purchasers.

e Weight and size of brochures - The weight and size of most sales
brochures limit their degree of portability and thus their usability,
especially during the time prospective purchasers are viewing and
inspecting show flats. Developers could consider separating the sales
brochures into different volumes of portable size and weight in
accordance with the different stages in the property purchase decision
process so that they can be a useful reference along the decision-making
process. The font size and information details could still be kept the
same.

Sales offices

5.8.7 The Council observed from field visits that the majority of show flats were
located at large shopping malls or commercial centres in central business
districts far away from the property development sites.

5.8.8 Notwithstanding the convenience of having sales offices in areas such as
business districts and shopping malls, the Council requests that developers
consider that sales offices and show flats be located at or near the property
development site to provide a better picture for prospective purchasers on
the environmental surroundings of the property. Ideally, a property sale
should begin at a later or final building stage of a development so that sales
offices or show flats can be made available at the development site and
prospective purchasers can view the actual location and surroundings of the
developments.

Show flats
5.8.9 Both the focus groups and field visits revealed that only a limited number of

show flats were available for viewing. The Council recommends that better
use could be made of scale models and electronic means to provide
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SRPE

59.4

prospective purchasers with a more enhanced virtual viewing of show flats
to, amongst others, cater for the many variances that might arise in
comparison to the physical show flat on display. In light of technological
advancements, virtual tours might be created, particularly for large-scale
developments, so that prospective purchasers are able to view and
experience the property and its surrounding environment as a whole.

Recommendation 8: Enhance awareness and functions of SRPA

Both the Council’s survey and focus group results showed a fair level of
awareness of the existence of the Sale of First-hand Residential Properties
Authority (SRPA). However, for those who were actually aware of the SRPA,
they had little idea about its functions. In view of the SRPA’s significant role,
it is suggested that more publicity and promotion on the SRPA and its
services will be necessary to increase public awareness and service
engagement. For example,

e Advertisements for the sales of first-hand residential properties and
websites of first-hand residential property development projects could
set out the website of the SRPA;

e More announcements of public interest (APIs) of the SRPA on television
and radio; and

e More publicity activities or education programmes by the SRPA
explaining its services.

Focus group participants also considered that the SRPA should extend its
monitoring roles in sales practices from pre-sales activities to after-sales
services because problems such as breach of obligations, avoidable delays
and poor or incompetent services were observed.

The Council also suggests that SRPA should set up counters at the sales
offices of property developments especially the large-scale ones to monitor
the sales process and to support prospective purchasers’ enquiries. The SRPA
should educate the public more on the content of the Ordinance; technical
terms used in sales brochures and matters relating to the sales of first-hand
residential properties.

The SRPE has been established under the Ordinance to provide a centralized
database for the public to view the sales brochures, price lists and registers
of transactions of first-hand residential developments which are subject to
the Ordinance.
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5.9.5

5.9.6

5.9.7

From the Council’s survey results, the utilization of SRPE is low: only 7.5% of
the survey respondents had used SRPE and 92.5% had not. The Council
believes that more effort could be put into making the service more
comprehensive, and therefore more valuable in terms of information, as well
as more widely known.

The Council understands the maintenance of such a comprehensive
database would require on-going resources. However, the Council considers
that while the present SRPE is a positive step towards the development of a
comprehensive and interactive information platform for use by the general
public, further information in the database would be useful and thereby
increase its usage.

The Council is pleased to note that since its establishment, the SRPE has
been enhanced with improvements in information display and retrieval.
These are welcome initiatives. However, apart from enhancing
user-friendliness, the following areas are suggested for further
improvement:

e Add more details of developments, e.g. the name of the developer, the
sales arrangements, issuance of occupation permit;

e Add more screening or sorting options, e.g. being able to screen or sort
developments according to different preferences such as property type,
developer, price range; and

e With inputs from developers, consolidate information of price lists, sales
arrangements and register of transactions, i.e. a consolidated
information list to assist consumers in purchasing decisions to be
available on the SRPE.
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CONCLUSION

The introduction of the Residential Properties (First-hand Sales) Ordinance in
April 2013 was a key milestone in the market for first-hand sales of
residential properties. Its existence came about after many years of
strenuous effort by the Council to address endemic and damaging practices
that placed prospective purchasers at a distinct disadvantage in the market.

The Government is to be commended in its efforts at bringing this legislation
into being. It has brought about benefits to consumers. However, it is
apparent from the Council’s survey, focus group meetings, field visits and
research that the new law has not yet delivered its full value that plagued
the market in the past. The legislation as it stands is still not entirely
sufficient to cover the range of problems that exist.

The Council will play its part in promoting the benefits that the Ordinance
has brought to the marketplace, and inform consumers on how to make the
best of the information that is currently available. However, greater effort
and vigilance is required by the Government, the regulators and the trade to
further govern and comply with the law which is designed to protect
prospective purchasers and to ensure they are fairly treated in the market.

The Council has undertaken this study as an indication of its ongoing
commitment to making the marketplace a safer environment for consumers.
It is hoped that all parties involved, would give the Council’s
recommendations their most careful considerations and to put into
implementation the needed improvements on the way forward.

116



Study on the Sales of First-hand Residential Properties

Appendix 1 — Complaint statistics on first-hand residential properties

I. Complaintsreceived by the Sales of First-hand Residential Properties Authority

29-4-2013 1-7-2013 1-1-2014  Total no. of

Categories of complaints to to to complaints
30-6-2013 31-12-2013 30-6-2014 (% share)
a. Sales Brochures 3 2 5 10 (14%)
b. Price Lists 0 1 0 1 (1%)
c. Show Flats 0 0 0 0 (0%)
d. Viewing of Completed Flats 0 0 2 2 (3%)
e. Sales Arrangements 0 14 6 20 (29%)
f. Preliminary Agreement for
Sale and Purchase and
Agreement for Saleand 0 1 0 1(1%)
Purchase
g. Register of Transactions 0 1 0 1(1%)
h. Advertisements 0 1 3 (4%)
i. Misrepresentationand
Dissemination of False or 0 7 7 14 (20%)
Misleading Information
j.  Websites 1 0 0 1 (1%)
k. Others 0 3 13 16 (23%)
Total 4 31 34 69 (100%)

Source: http://www.srpa.gov.hk/en/data-n-statistics.html (downloaded on 31-10-2014)

Il. Complaints received by the Consumer Council

Categories of complaints 2011 2012 2013 ( Jazr?-];elp)

a. Transaction Agreements 59 10 11 10

b. EstateAgents 11 7 10 3

c. Property Defects 18 18 10 25

d. FloorArea Measurement 0 2 0

e. Sales Brochures & Price Lists 0 3 2 2

f. Others 1 2 1 0
Total 89 42 34 41
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Appendix 2 — Further comments and suggestions by the survey respondents

In addition to the comments given in response to the specific questions asked in the
survey questionnaire, the respondents had also provided further views with respect
to the Ordinance, viewing and purchase of the first-hand residential properties.
Below are some of their comments and suggestions (for reporting purpose, the
written comments are slightlyamended and translated into English language):

Area measurements

- RHEEUCTHERE -

Should provide net usable floor area.

- “BERBLNEUEESE MERUE -7

Should include floor-to-ceiling height and beam location in sales brochures.

Show flats

- EBEEMREEKE -

Should provide unmodified show flats at the development site.

- ‘SERHEBEURCOBEE  TEEEHENEAIHERNERE - S5 MA0RRL -7
Show flats are crowded with people. There are too many estate agents touting

around the sales office area to compete for customers which may cause
disorder.

- "“BRZERRBREAERESEENEIER  SLEBEKEERY -7
There are too many exaggerated fittings and decoration, as well as irrelevant
conceptual films. More unmodified show flats would be better.

- “BRBUWAREIEARIUREEN AZERBAR  BEEEESR - HOEE
No hoarding of people in the show flats. As a condition for sale, developers
must open their show flats 3 monthsin advance for viewing by consumers.

- “MERIBATREEZRSEERIIIRE  REFMAREERERIRENERE -7
Estate agents should take prospective purchasers to visit the development sites,
and make full disclosure on the surrounding area and future planning of the
development.

Sales brochures

- “ERELXRE - XE REFEFER - MEASHEEM KEE -7
Sales brochure is flowed with information. Its size is too thick and heavy, and
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simply could not take it home. The content of which is extremely complex and
repetitive.

Price lists

- “BEZEW - eRECEMAEEUNERS  ARFINEEMEEEN -7
Price lists must be clear, including prices of units sold and unsold, different
types of benefits/rebates and management fees.

- "HBERNIRYERCSEREN -

A list showingthe units sold and available for sale.

Advertisements

- 'BEEHERVEREREEIRIZINE -7
Photos used in advertisements should be taken from the actual property
development.

- “BIHMFRIEAEHEHFRERE  WESREWE -7
Should prohibit false or exaggerated sales figures to create false sales
performance and high intake of registration.

Sales arrangements

- HEREEBRSIG - A 0AHEER O RERE -7
Requiring prospective purchasers be presented at the sales office to qualify for
ballotingdrawingis a waste of time.

- “EHIREERER  EERKRERFANEHEREINBMLESE N CHE - 7
When waiting in a queue for selection of flats, prospective purchasers don’t
know the latest sales status and which units have been sold.

- “HERERERFRRRRERCELMEN -~
There should be screens displaying the flats already sold in real time at the flat
selection venue.

- “EHEBERRIFTOBEREROMEEN  RAREFLEORE  LHASHE -7
Prospective purchasers could only have ten minutes to select a unit and to
immediately make a purchase decision. Such an arrangementis unreasonable.
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- “HEBERRE . BXNEHFERIMEMBESE  SEBRBERRAEN - BR7H
Bl  RAERTCHBHERER 7
Sales counter is very tiny but has many estate agents gathered around it. This
may give a lot of pressure to prospective purchasers at the time of selection of a
property. Other than the sales counter, there is no other way to know the sales
situation.

- ERENEEFAE GG RMER  SARREREERY]  £#ERXR KA EHOREE
BRMIELIRE -7
Prospective purchasers felt very stressful as estate agents and developers have

been repeatedly urging and pushing for completion of sale. They did not have
sufficient time to think clearly to make their purchase decisions.

- “REBAMBHELH  TEEXREZRHE DT AIEERE -
Should disclose sales arrangement earlier to make prospective purchasers more
time to consider and make purchase decision.

- “SIEMAUHEZRENREEER AANTEAXSHEE -~
Should list out all available units for sale and their prices, and not to release by
small batches.

- REREFLDARBEF AGINERSLIEE) RMERHRERS -~
Should regulate developers’ sales practice (e.g. offers of benefits/rebates) that
may disguise the actual prices.

Estate agency services

- HBEEUERERERAMELCE -7

Consumers should have the choice as to opt for estate agency services or not.
‘Cooling-off period’

- “EBERDPHEREREN "LFHLFERE -
After the release of ballot results, prospective purchasers who are eligible to
select flats should have sufficient time as ‘cooling off period’ to make thorough
considerations.

- R TREHL REELINERRE] B8 s EUES KR ISR & - 7
Should extend the ‘cooling-off period’ and lower the percentage of the forfeited
deposit or cancel the forfeited amount.
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Consumer protection

- RERTEEESEHHRIBER  EERRNEERESRERRATEAER -
Bank staff is not available at the sales office to advise on mortgage loan. There
are risks incurred as prospective purchasers may not be able to obtain loan for
committinginto a purchase decision.

- "REBEEEENRENSRBNEGKE  EFERFREHELER LIRS EXRER
TREE -

Many hidden costs are not immediately known and be passed onto consumers.
Property maintenance period should be extended to enhance the protection of
purchasers after-sale.

- “NBBUEERIRER - REEAEERET
Developers should compensate property owners if defects were not rectified
within the defects liability period after hand-over of the property.

- IREEE - HERER/MEEZHETF S WERAHMEER -7
Should strengthen regulation and inspection of the sales practices of developers
/ estate agents, and disclose inspection results periodically.

- "HERBIRARBERE - BIRESRMNEERRGR -~

SRPA should carry out inspection and handlecomplaints at the sales office.

- “NMERER/MEREREEHLEENNES -
Should increase the penalty level on developers/estate agents for
false/wrongdoings.

- “NREHERENER - EEERERNEE -
Should strengthen the publicity of SRPA to promote education of purchasers’
interests.

- “EREEhHEA -7
Should conduct review of the Ordinance periodically.
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Appendix 3 — List of the 17 field visited property developments (in alphabetical order)

Name of the Property

Viewing of Show

Development Address District No. of Stat”f of Prfo:.)elr;ie.s .at the c Flats LSIF)J "
5 T . im ield visi omparable Units
BB ETE it HE Units [Oczup:t:)n :ermisttNo.] v 121

[1] SF cu
City Point 48 Wing Shun Street Tsuen Wan
e KIS a8 3 = 1717 Uncompleted Y
Double Cove Phase 1 No.8 Wu Kai Sha Road Ma On Shan Completed: 4-2013
B E— 18 S 8 % s 928 [NT 19/2013(OP)] Y
Eivissa Crest No.100 Hill Road Sai Ying Pun and Sheung Wan
58 (L3 100 % FEBR LE 106 Uncompleted Y

. 9 Austin Road West South West Kowloon

Grand Austin T o 5 LA 691 Uncompleted v
High Park No. 51 Boundary Street Cheung Sha Wan
B RIRH 515 o >9 Uncompleted Y
Le Riviera 23 Shau Kei Wan Main Street East iShau Kei Wan 98 Completed: 7-2014 v
Pl BEERAA 23 5% BEE [HK 32/2014(0P)]
MacPherson Place 38 Nelson Street Mong Kok Completed: 12-2012 v
ETEE 8814 38 3% i 293 KN '37/2012(0P)]
Mayfair By The Sea | 23 Fo Chun Road Pak Shek Kok (East)
REE R 23 5% BHAA(EE) 546 Uncompleted v
Metro6 No. 121 Bulkeley Street Hung Hom
Wi E WERIE 121 % a1 %5 Uncompleted Y
Park Ivy 8 lvy Street Mong Kok
= - % B3 8 5% [3] A 13 Uncompleted Y
Park Metropolitan 8 Yuet Wah Street Kwun Tong (South)
B . g B 8 5 R 299 1 Uncompleted [4] Y
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Name of the Property

Viewing of Show

Development Address District No. of Statu§ of Pro;?ertie's .at the Flats (SF) / '
mas o BE e meotfeliun | compane
[1] SF cu
Park Signature 68 Kung Um Road Yuen Long
i AR 68 5% 78 1620 Uncompleted Y
Phase | of Mont Vert No. 9 Fung Yuen Road Tai Po Completed: 3-2014 v
AR BES o5 K 1071 INT21/2014(0P)] [5]
Positano 18 Bayside Drive Discovery Bay 102 Completed: 2-2011 v
151 I AR 18 5% R=Z [NT 6/2011(0P)]
RESIDENCE % 88 88\Ifung Cfleung Road \Ejen Long 352 Completed: 3-2014 v
[ElFNE 88 5% JGER [NT 19/2014(0P)] [6]
2/F & 3/F: 7A Cross Street
Other floors (except 2/F & 3/F):
The Avenue (Phase 1) 33 Tai Yuen Street Wan Chai Completed: 3-2014
BE(E— 1) —BR=1E  ZXINET 7A SR (T 179 [HK 14/2014(0P)] Y
Hm@E(—BR=1ERI) -
KRE33H5: [7]
:_;Vlsmnary [8] 'I;/r:ﬁg Chung 1419 Uncompleted v
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Note:

[1] Key developers of these property developments include (in alphabetical order): Cheung Kong (Holdings) Limited (R’IE2(£E)ER/AS)), Far East
Consortium International Limited (325 2 EHAE/A5), Henderson Land Development Company Limited (fEEJ5ZHZE B R /AE]), Hip Shing Hong (Holdings)
Company Limited (1751755 E BFR /A=), Hong Kong Ferry (Holdings) Company Limited (&78/)\&x(££E)EBR/AS)), Hong Kong Playground Association (&8
#3515 2), Hong Kong Resort Company Limited (&8 %A R /A=), Hopewell Holdings Limited (§F1E %A EAa)), K. Wah International Holding Limited (£
ZERREEFBR/AE]), Kowloon Development Company Limited (/LEEZE AR /AE]), MTR Corporation Limited (FE#EAR/A=]), Nan Fung Development
Limited (-8 2 2R AR/AE]), New World Development Company Limited (FrttF iR AR/AE]), Sino Land Company Limited (EHIE% AR A E), Sun Hung
Kai Properties Limited (FBE#EEEEHFRAS]), Urban Renewal Authority (TT&E#/5), West Rail Property Development Limited (Fa#g#) 2 ERRAS),
and Wheelock Properties (Hong Kong) Limited (22 Z#th & (& 8) B R A 3)).

[2] Estate agency companies involved in accompanying fieldworkers’ viewing of show flats include (in alphabetical order): Centraline Property Agency Limited
(PEMERIEAR/AE]), Century 21 Hong Kong Limited (142 21 &8 AR /A 3), Hong Kong Property Services (Agency) Limited (/8B (MERIE)BRAT)),
Midland Realty International Limited (2472 X B BR/A ), and Ricacorp Properties Limited (F|Z Bt EB R A ).

[3]1[7] As at 31-10-2014, the street number is provisional and to be confirmed when the developmentis completed.

[4] As the development concerned was completed in July 2014 (Occupation permit: [KN 24/2014(OP)]) after the date the field visit was conducted, fieldworkers
could visit the show flats only but not the comparable units at the time of field visit.

[5] The developer considered it was not “reasonably practicable” to make available comparable units of the completed development for public viewing.

[6] Fieldworkers were not informed of the availability of completed properties for viewing, show flats were then visited. Fieldworkers contacted the
development concerned and found that comparable units were also made available for public viewing.

[8] As at 31-10-2014, the developer concerned has not provided the address details.
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Appendix 4 — Application forms for loan arrangements from two estate agents

I. From estate agent X

| BB R FINIST
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FABR ( BARAE ) i
HY AR . F FAEE (ﬂfﬁiﬁﬁi [FIE R
o e -m;*i Rfmm -
3. IN—EJ;? DTl gﬁ?ﬁ““§) SIS RA R e e = TR L &ﬁsﬂ? ) **f
@ Dﬁﬁ%ﬁ—hﬂ:E (EA FERR TR R )
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Il. From estateagentyY
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Appendix 5 — Summary list of legislative requirements on sales brochure
Information required to be set outin sales brochure:

Informationon the development
Information on vendor and others involved in the development
Relationships between partiesinvolvedin the development
Information on design of the development
Informationon property management
Location plan of the development
Aerial photograph of the development
Outline zoningplan etc. relatingto the development
Layout plan of the development

. Floor plans of residential propertiesin the development

. Areaof residential propertiesin the development

. Floorplans of parkingspacesin the development

. Summary of preliminary agreement for sale and purchase

. Summary of deed of mutual covenant

. Summary of land grant

. Informationon publicfacilities and publicopen spaces

. Warningto purchasers

. Cross-section plan of buildingin the development

. Elevationplan

. Information on common facilities in the development

. Inspection of plans and deed of mutual covenant

. Fittings, finishes and appliances

. Service agreements

. Government rent

. Miscellaneous payments by purchaser

. Defect liability warranty period

. Maintenance of slopes

. Modification

. Informationin applicationforconcession on gross floor area of building

. Previous aerial photograph

. Other common facilities

. Designated website address

. Date of printing

. Date of examination and revision

LN WD R

W W W W WNNNNNMNMNNNMNNNMNNRRPRRREPRRERPRRERRPE
AP WNPFPOOONODUD WNEFPOOOOLONOOUE WOWN - O
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Appendix 6 — Overseas legislation on the regulation of residential properties
Introduction

The Council conducted a desktop research on the regulations of residential
properties of six jurisdictions, based on the available sources of information
collected through the Internet and obtained from relevant regulator.

The six jurisdictions were Australia (Melbourne), Canada (British Columbia),
Mainland China, Singapore, Taipei, and United Kingdom (England and Wales).

Key areas under studyincluded:

e  Scope of legislation;

) Disclosure of information;

e  Floorarea measurements;

e  Advertisements;

e  ‘Cooling-off period’;

e Saleand purchase agreement;

e Completionofsalesandvacant possession;and
o  Defects liability period.

Details of each jurisdiction are presented below.
1. Australia (Melbourne)

In Melbourne, the Sale of Land Act (SLA) regulates property developers on the sales
practices of private residential properties. SLA is a provincial level legislation for the
State of Victoria, of which Melbourne is the capital. The law is administered by the
Consumer Affairs Office (CAO) for the State of Victoria. Along with the Act, a few
regulations and guidelinesare found to be relevant to purchase of properties.

(i)  Scope of legislation

In Melbourne, the purchase of property involves the procurement of “Land” on
which it is located as well. According to the SLA, “Land” is defined as land of any
tenure, buildings or part of the buildings. In that sense, the purchase of apartment
(strata) also contains the strata title behind.

The relevant legislations and guidelines applicable to the sales of properties in
Melbourne are listed below:

Legislations:
1. BuildingAct 1993 (BA)
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2. Saleof Land Act 1962 (SLA)

3. Australian Consumer Law (ACL)

4. Competitionand Consumer Act 2010 (CCA)

5. DomesticBuilding Contracts Act 1995 (DBCA)

6. Estate Agents(Contracts) Regulation 2008 (EACR)
Guidelines:

1. Real Estate: A Guide for Buyers and Sellers (REGBS)

2. Real Estate: Guidelines for Real Estate Salespeople — Price Advertising and
Underquoting (REGRES)

3. Method of Measurement for Residential Property 2008 (MMRP)

(ii) Disclosure of information

According to the SLA, vendors are required to provide a “section 32 statement”
(commonly known as “Vendor’s statement”) to prospective purchasers before
proceeding to the Contract of Sale. Information regarding building permit, details of
subdivision plan and details of non-connected services supply such as electricity, gas,
water, sewerage and telephone must beincluded in the statement.

Vendor’s statement is an important document, which no terms and conditions in the
Contract of Sale can exclude, modify or restrict the provision of that statement. The
SLA also stipulates that purchasers can rescind the contract and are entitled to the
rebate of all fee paid if vendors provide false information in the statement or in any
documents attached to it or fail to supply all the required information or fail to give a
purchaser the statement.

(iii) Floor area measurement

There is no standardized floor area measurement parameter for residential property
in Victoria. But the Property Council of Australia has promulgated the MMRP, which
has also been endorsed by the Royal Institution of Chartered Surveyors and the
Australian Institute of Quantity Surveyors.

Square meter is commonly adopted as the measurement parameter. To represent
floor area of a property, Gross Floor Area (GFA), which is defined as the sum of
interior space, common area and additionarea, is adopted.

Purchasers are entitled to rescind the contact for changes of subdivision plan under
certain condition. If the vendor wants to make an amendment to the subdivision
plan after the contract is signed, the purchaser shall be advised in written form
within 14 days. The purchaser may rescind a prescribed contract of sale within 14
days after being advised if the amendment will materially affect the lot to which the
contractrelates.
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(iv) Advertisements

The SLA stipulates that any person with the intention of inducing any person to buy
the property should comply with its regulations. Vendors of property who knowingly
or recklessly make or publish any false representation, wilfully false promise,
misleading and deceptive statement, or conceal any material facts, would be found
guilty of an offence against the act.

Also, the CCA prohibits developers from making false or misleading representation of
the sales of residential property.

“Underquoting” is a sale practice strictly prohibited as mentioned in the REGRES.
Underquoting occurs when a sale-person advertises or advises a prospective
purchaser with a property price less than the vendor’s asking price or a price lesser
than the sale-person’s current estimation, or gives an inaccurate appraisal of the
current market price of a property.

(v) ‘Cooling-off’ period

As stipulated in the SLA, purchaser is entitled to terminate the contract within
cooling-off periods (3 clear business days) after the contract of sale is signed. A
written notice is to be given to the vendor by the purchaser within this period. After
receiving the notice, the vendor should return any money paid under the contract,
except for AUDS100 or 0.2% of the purchase price whichever is greater, to the
purchaser.

While it is noted that the cooling-off period arrangement is not applicable to
transaction for a few situations including the sale is by publicly advertised auction or
the purchaser and the vendor have previously signed a contract for the sale of the
same land in substantially the same terms.

(vi) Sale and purchase agreement

A standard form of Contact of Sale is prescribed under the EACR. This form sets out
the relevant information of the property and the regulations on both the vendor and
the purchaser.

Under this contract, both parties can insert necessary conditions for the satisfaction
of transaction requirements. For example, “subject to finance” clause could be
added, that means the transaction would only be completed if the purchaser could
obtain sufficient mortgage from relevant authority. Yet, the insertion of these clauses
would be optionaland on mutual agreement.
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(vii) Completion of sales and vacant possession

Under the SLA, it protects the purchaser from unreasonable delay of vacant
possession. It is in the SLA that the purchaser can rescind the contract if the plan of
subdivision is not registered within 18 months after the date prescribed in the
contract. This 18-month requirement is negotiable between the vendor and the
purchaser. The purchaser is entitled to the immediate return of the deposit money
with the deduction of occupation fees paid by the purchaser.

(viii) Defects liability period

The DBCA states clearly that the builder needs to comply with the general warranties
requirements for all domestic building contracts. These warranties ensure that the
builder has to carry out the work in accordance with the plan and specification set
out in contract, all materials used in the work will be good, suitable and new, and the
work will be completed by the date specified by the contract. These legal warranties
applyto buildingworks for 10 years.

Purchasers of uncompleted properties (known as off-plan sales) are also protected
by statutory consumer guarantees in the ACL. Under the ACL, the good and services
provided must be of acceptable quality. The purchaser has a right of action against
the vendor who failed to comply with this guarantee and seeks for remedy
dependingon thelevel of failure.

This consumer guarantee also gives the purchaser a right to terminate the contract if
the vendor fails to deliver the goods or services within a reasonable time.

2. Canada (British Columbia)

Canada is a country with 10 provinces and 3 territories. Since the administration
systems and regulations vary among provinces, British Columbia is chosen in this
section as an example. It is known that a few types of housing exist in Canada,
including house and apartment. The ownership of apartment in British Columbia is
called strata title.

(i)  Scope of legislation

The Real Estate Council (REC) of British Columbia is responsible to oversee real estate
development, sale and licensing individuals and brokerages engaged in real estate
sales. It administers the Real Estate Services Act and the following legislations and
guides:

1. Real Estate Development Marketing Act (REDMA)

2. Real Estate Council Rules (RECR)

3. Professional Standards Manual - Real Estate Council (Manual —REC)
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Along with the REC, Homeowner Protection Office (HPO) is another authority to
regulate real estate development, which all home builders must register under the
HPO. The following legislation administered by the HPO is relevant to this study:

1. Homeowner Protection Act (HPA)
2. Homeowner Protection Act Regulation (HPAR)

(ii) Disclosure of information

Under the REDMA, developers are required to file “Disclosure Statement”, which
details the information of properties, to the superintendent before initiating the
sales of property. Such disclosure statement should also be provided prospective
purchasers before proceedingto purchase agreement.

The government has set out specific items to be included in the disclosure statement.
General descriptions of the property include developer information, total no. of
strata lots and no. of strata lots to be sold. If the development property is
constructed in phases, no. of phases, no. of strata lots in each phase and the phase
or phases the developer is currently selling should also be stated clearly in the
statement.

Besides, the statement should clearly disclose the common property and facilities,
also any limited common property. And if the developer has already engaged in the
management contract with particular company, it should also be stated in the
statement with the management contract attached.

Recently, there is a new policy statement on the disclosure statement for not yet
completed properties. Developer is required to alert the purchaser that this property
is not completed yet and explains the provisions in which both parties can terminate
the contract of sale and purchase where applicable.

(iii) Floor area measurements

In Canada, the commonly used floor area measurement is square feet. There is no
legislative requirement on the specific usage of floor area measurement. According
to the Manual — REC, one suggested term is “Square Area”. It is preferable to
calculate the area of a strata lot with reference to its walls which measurements
should be taken from the centre line of the demising walls.

(iv) Advertisements

To ensure proper advertisements of properties, the REC sets out the RECR to

regulate false and misleading advertisements. It is in the RECR that false and

misleading advertising is prohibited, in which responsible person shall not publish

advertisements with false, misleadingand misrepresentation concerningreal estate.
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(v) ‘Cooling-off period’

Developer is required to provide prospective purchaser with the “Disclosure
Statement” detailing property information before accepting deposit and proceed
with signingthe contract.

The REDMA empowers purchasers with a “Rights of rescission” to terminate the
contract for both uncompleted and completed developments, which is a 7-day
period starting at either the date of signing the contract or the acknowledge date of
receiving the disclosure statement (whichever is earlier). Purchaser, however, must
notify the developer by written notice for the termination of contract. Once the
developer receives the notice, the deposit shall be returned to the purchaserin full.

(vi) Sale and purchase agreement

Along with the standard Contract of Purchase and Sale, the REC suggests to insert a
“Subject to” clause on mortgage as a way to further protect purchasers upon mutual
agreement. The suggested clauseis as follow:

New First Mortgage Clause

Subject to a new first mortgage being made available to the Buyer on or
before (date) , in the amount of S (amount) at an interest rate not to
exceed % per annum calculated (select either half-yearly or monthly),
not in advance, with a _____ - year amortization period, - year term
and repayable in blended payments of approximately S (amount) per
month including principal and interest (plus 1/12 of the annual taxes, if
required by the mortgagee).

(vii) Completion of sales and vacant possession

It is upon mutual agreement between the developer and purchaser to designate a
completion date for vacant possession. Before the closing or resettlement, there is a
common practice for both the developer and the purchaser to conduct a
“Walk-through” (also called a new home orientation or pre-delivery inspection).
Developer may provide a checklist for the purchaser to verify all the contract terms
have been met and to inspect every room and system of the property. The record of
walk-in will serve as an information for home insurance providers to determine
whether or not they will cover physical damage to materials.

(viii) Defects liability period

It is in the HPA that the commencement of building works shall not start unless the

builder has registered with mandatory “Home Warranty Insurance” by a warranty

provider. The minimum requirement of home warranty insurance is in the form of

2-5-10, which covers 2 years on labour and materials, 5 years on the building
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envelope, including water penetration and 10 years on structure. The coverage of
2-year warranty depends on property type, which 12 months coverage is for
detached homes and on non-common property in strata units, and 15 months
warranty is on common property of strata buildings. In addition, there is a 24-month
warranty on defects related to the delivery and distribution systems (electrical,
plumbing, heating ventilation, air conditioning, etc.) for all buildings.

3. Mainland China

Private residential properties in China are called “commodity premises (EmE)"
The sale of first-hand commodity premises is jointly regulated by government
authorities at both national and municipal levels.

(i)  Scope of legislation

The Council identified 10 pieces of legislations, which regulate real estate developers
on property developments from different perspectives, e.g. development, sales and
purchase, advertisements, etc. The relevant legislation and guidelines are listed
below:

1. Administration of Urban Real Property Development and Business Regulation
(AURPD)

T R ith = A SR A S IR IR B
2. Administration of Urban Real Property Law (AURPL)
W EEEIEEA
3. Circular on Issues Concerning Further Strengthening the Supervision and

Administration of the Real Estate Market and Improving the Pre-Sale System of
Commodity Housing (Circular —SAREL)

BARE—DNREMEDSEE c=amEREREFEAHEREIEH
4. Measures forthe Administration of Pre-sale of Urban Commodity Housing (2™
Revision) (MAPCH)

WA mEREERIASE _RIEIE)

5. Measures forthe Administration of the Sale of Commodity Housing (MASCH)
B on = i S E IR A

6. Provisionson Selling Real Estate at Expressly Marked Prices (PSEMP)
BmEHERBIEERE

7. Real Estate Sales Contract (Pre-sale) Template and Real Estate Sales Contract
(Existing) Template (Contract —Pre-sale or Contract - Existing)
BmEEEAE (BE ) "EXAREmEEEAR (IRE ) REBIRK

8. Regulation onthe Quality Management of Construction Projects (RQMCP)
B ITEE=E1EEA

9. Tentative Provisions on Publication of Real Estate Advertisement (TPPREA)
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EiEESEMETHE
10. The Calculation of Commodity Premises Sale Areas and Sharing of Common
Building Areas Provisions (CCPSA)

BmEHEEETER AREEEESERA
(ii) Disclosure of information

Before signing of the pre-sale contract, the developer shall show the pre-sale license
of commodity housing to the purchaser. With regard to the authenticity and validity
of the pre-sale license and the possibilities of limited transfer of rights caused by the
facts that the said commodity house has been presold repeatedly or sealed up by
judicial authorities, the purchaser may make an enquiry to the district/county real
estate trading center where the said commodity house is located.

To protect the legal rights and interests, developers and purchasers can make the
pre-sale advertisement and brochure as the annex of the commodity housing
pre-sale contract upon agreement.

In the PSEMP, it is required that developers to expressly disclose the management
service and fee to prospective purchasers if property management company is being
appointed. At the point of sale, price list or display panels of sale price should be
placed at eye-catching locations to prospective purchasers. Computer systems and
digital display panels would be an aid if possible.

(iii) Floor area measurements

The Ministry of Land and Resources (Bt #&JRE6) promulgated a national-level
legislation, the CCPSA in 1995. The commonly used method of area measurement
used in sales material is Gross Floor Area, GFA (EZ£HTE - EEELEEN E (BET)EE
[E%E) and Saleable Area (B m/EHEMRTE). The legislation defines GFA as the sum of
Interior Gross Floor Area (EZZEETE), Common Area and Balcony Area. The sum

oo —

of Interior Gross Floor Area is the sum of Interior Usable Area (E(275)AMEFHEE)
and Interior Walls Area (EN 1S 52 HETE).

Interior Usable Area includes bedroom, dining room, living room, corridor, kitchen,
bathroom, toilet and storage room within the residential unit. Common Area
includes lift, lift well, staircase, garbage area, electrical room, storage, lobby, aisles,
security area and any otherareasthatare commonly used.

When delivering the House, the seller shall demonstrate the “Commodity Housing

Area Mapping Report” issued by the entrusted qualified real estate mapping

organization, and provides the actual measured area of the house to the purchaser

(hereinafter refers as the measured area). If there is any discrepancy between the
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measured area and the design area and no contract terms have been specified for
the solution, the following principlefrom the MASCH adopts:

(1) If the absolute discrepancy rate of the interior building area is within 3%
(including 3%), developers sell charge the purchase price according to the actual
measured area;

(2) If the absolute discrepancy rate of the interior building area exceeds 3%, the
purchaser has the right to cancel the order. If the purchaser cancels the order,
the seller must return the effected payment to the purchaser within 15 days
after receiving the notification of canceling the order, and pay the corresponding
interest according to the interest rate of individual housing loan issued by the
bank in the corresponding period. If the purchaser doesn’t cancel the order,
when the measured area of the interior building area is larger than the design
area with the discrepancy rate within 3% (including 3%), the purchaser shall pay
for the extra area; while if the discrepancy rate exceeds 3%, the cost of the extra
area will be borne by the seller and the ownership belongs to the purchaser.
When the measured area of the interior building area is less than the design
area with the discrepancy rate within 3% (including 3%), the seller shall return
the cost of the less area to the purchaser; while if the discrepancy rate exceeds
3%, the seller shall return twice more than the cost of the less area to the
purchaser.

The formula of the absolute discrepancy rate of the interior building area:

The measured area—the design area
x 100%

The design area
(iv) Advertisements
Under the TPPREA, the location of the property development project shall be
described as the actual distance from the project to reach a specific reference in the
existingtrunkroads, ratherthan the time required to travel across the distance.
The decoration effects and internal design depicted in the advertisement should be
true and accurate, while it is prohibited to involve any decoration effect in the
advertisement of uncompleted residential properties,

(v) ‘Cooling-off’ period

Information regarding cooling-off period in China is not depicted in the regulations
and legislations reviewed by Council Staff.
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(vi) Sale and purchase agreement

If purchasers fail to get the mortgage loans from banks, the deposits will be forfeited
and the developers concerned are able to cancel the contract and ask for the
reimbursements.

Where developers receive deposits from purchasers by means of subscription, order
or reservation, etc. as the guarantee for concluding the contract for the sale of
commodity houses, the provisions in the law on deposit shall be abided by if the
contract for the sale of commodity houses fails to be concluded due to the reason of
one party; or the seller shall refund the deposit to the purchaser if the contract for
the sale of commodity houses fails to be concluded due to the reason for which
neither party shall beliable.

(vii) Completion of sales and vacant possession

It is in the Contract — Pre-sale and Contract — Existing that developers are liable for
paying penalties to purchasers for delivery of vacant possession after the mutually
agreed date in the contract. Besides the date of delivery of vacant possession, both
parties are agreed on the penalty conditionsin the contract.

Two scenarios for late delivery vacant possession apply unless of force majeure. For
late within certain days as stipulated in the contract, a penalty should be paid by
developers which is calculated daily at a rate in ten thousandth of the total purchase
price. However, if the late is after the stipulated period, purchasers are entitled to
terminate the contract and rebate of any price paid within 15 days with daily interest
of the total price, which is calculated at the rate of not less than the benchmark
lending rate over the same period under the People’s Bank of China (MERFEIAE

RIT A MIREIEIE SEERN XR),
(viii) Defects liability period

Under the AURPD, when developers sell residential properties to purchasers, they
are required to provide the Residential Manual (F=FFFREFE) and the Quality

RS B

Warranty Manual (FEEE£REZ). The Residential Manual states the property's
structure, effectiveness and the standards of the different parts of the property and
the things to be noted relating to the property. On the other hand, the Quality
Warranty Manual states the warranty period and the warranty responsibilities of the
residential developer for the different parts of the property under normal
circumstances.

The warranty period of the building should be computed from the completion-based

check. Warranty periods of different structures are stipulated in the RQMCP and the

Contract — Pre-sale and Contract — Existing. Below is a summary of the minimum
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warranty periods under the current regulations.

Item Warranty period
Basic facilities, foundations and main
parts of buildings The year of reasonable use as
(BRI TRE  EERZEOMEE®RTRE | prescribed in the design documents
MERLEE LR

Roofing waterproof, and leak prevention
of the toilets, rooms and outside walls

(BERAIR BHAEROEGEY B 5 years
BASMEE DR R)

Heat supply and air-conditioning
systems
(BB S 2 47)

X

2 warmingand air-conditioning periods
(2 [EERREER ~ 2 HR)

Electric wires, gas, water supply and
drainage pipes 2 years
BREMR - HHKER)

Equipment installation and decoration

EEZEMEEIR) 2 years

In case the foundations and main parts of buildings are found to be failure under the
completed-based check, purchasers are entitled to terminate the contract and
rebate of any price paid within 15 days. Developers are also liable for paying daily
interest of the total price which is calculated at the rate of not less than the
benchmark lending rate over the same period under the People’s Bank of China. For
other defects, developers are liable for repair and maintenance within the period or
to designate another party for such responsibility in the contract.

4. Singapore

Singapore has promulgated legislations to govern the sales practices of private
residential properties. The Urban Redevelopment Authority is the regulator of
private housing development in the country, mainly through the Housing Developers
(Control and Licensing) Act and Housing Developers Rules, which is formulated under
the Act.

(i)  Scope of legislation
Private housing development is regulated by the Urban Redevelopment Authority
(URA) in Singapore. The following regulations and guidelines are administered by

URA on private housing development, including development and sale:

1. HousingDevelopers (Control and Licensing) Act (HDCLA)
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2. HousingDevelopers Rules (HDR)

Residential Property Act (RPA)

4. The Development Control Parameters Handbook on Gross Floor Area (2011)
(DCPH-GFA)

w

(ii) Disclosure of information

Under HDR, vendors will provide property particulars (Form 3 in the Schedule and
property plans) to purchasers before accepting booking fees. The particulars details
the address of the property and the estimated land area of the property.

If the property is in the form of strata title, developers shall provide a copy of the
schedule of strata units and notify prospective purchasers whether there is any
limited common property and the exclusive benefit of the limited common property.
Purchasers shall be informed of the estimated total floor area and provided with
descriptions of all floor spaces for different uses, ranging from bedrooms, living and
dining areas, and kitchen to void area. All the above information shall be available
for the inspection of purchasers. It is also the responsibility of vendors to obtain
written acknowledgment from purchasers on the above documents.

In addition, property plans (location plan, site plan & floor plan) which are drawn in
scale shall be supplemented. Location plan must include the location of property,
streets, prominent buildings and features in the vicinity within radius of 500m. Site
plan should detail communal facilities according to the approved building plan. Floor
plan, detailing individual rooms and spaces, shall only be provided if the property is
in strata title.

Venders are also required to maintain a Register of Bookings for the inspection of
URA upon request. The standard format of register is depicted in Form 1 in the
Schedule of HDR, which covers details of purchasers and properties, purchasing
prices and option fees (i.e. deposit) etc.

To provide prospective purchasers with latest market information, the Singapore
Government has set up a web-based platform for the upload of transaction price
within the period of the recent 36 months. Only purchase with caveat lodged will be
uploadedon this platform.

(iii) Floor area measurements

Singapore adopts square meter (sqm) as the floor area measurement parameter. The
URA has promulgated “The Development Control Parameters Handbook on Gross
Floor Area” to define GFA of a residential building. Under the definition,

“All covered floor areas of a building, except otherwise exempted, and
uncovered areas for commercial uses are deemed the gross floor area of
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the building for purposes of plot ratio control and development charge.
The gross floor area is the total area of the covered floor space
measured between the centre line of party walls, including the thickness
of external walls but excluding voids.” GFA covers bay windows,
household shelters, lift motor room etc., but excludes lift shafts, main

entrance etc.

For prospective purchasers, they will be informed of the detailed information of the
property before paying booking fee. The table below shows the floor area

information ifthe property is of strata title.

Estimated Total Floor Area of the property

square

metres

Estimated Floor Area of —
Bedroom 1* (including attached bathroom and
bay windows (if any))

square

metres (approx.)

'Bedroom 2 (including attached bathroom
and bay windows (if any))

! Please add other bedrooms if applicable.
Living/Dining area/’Kitchen (including bay
windows (if any))

square

square

metres (approx.)

metres (approx.)

Bathroom/toilet (including bay windows (if any))
2Utility room or area
’Household shelter

square
square
square

metres (approx.)
metres (approx.)
metres (approx.)

’Balconies (excluding planter boxes/planting areas
within or attached to the balcony)

square
square

metres (approx.)
metres (approx.)

’Bay windows (not being part of any room orarea listed | square metres (approx.)
above)

“Private enclosed spaces _____square metres (approx.)
’Roof terraces _____square metres (approx.)

2All planter boxes/planting areas forming part of the
property
2Air-conditioner ledges
*Void areas
2Others (e.g. foyer) — please specify
’ Delete if not applicable.’

square

square
square
square

metres (approx.)

metres (approx.)
metres (approx.)
metres (approx.)

Purchasers are entitled to have rebate if the floor area of the property is different
from the Agreement of Sale and Purchase. Section 14 of the Agreement states that
purchasers are entitled to reduction in purchase price as to any change of using
cheaper materials, any omission of works or reduction in scale of works. Nonetheless,
section 18 assures purchasers with reduction in purchase price by proportional to
every square meter if the deficiency on floor area is 3% or more than the stated one
in the agreement.

(iv) Advertisements

HDR sets out rules for the particulars mandatory to be included or prohibited in
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property advertisements. Mandatory information is set outin Rule 3 covering:

(1) name andlicense number of the vendor;

(2) tenureofthelandand encumbrances;

(3) expected vacant possession date;

(4) expected date of legal title of the unitsto be conveyed to the purchasers;and
(5) location ofthe property, such as lot numberand Mukim/Town Subdivision.

Rules 6 and 7, on the other hand, set out prohibited information in advertisements.
Rule 6 states that any advertisement could not contain anything which suggests or is
calculated to suggest:

(1) the patronage ofthe President or of any of the members of his family;

(2) any connection with any Government department, statutory body or public
buildingor place; or

(3) anyattributeto which the housingdeveloper cannotgenuinely make a claim.

While rule 7 is about false particulars in advertisements, where no person shall
advertise the housing property if:

(1) containsanystatement,information or material which is false or misleading;
(2) failsto complywith the requirements of rule 3, where applicable; or
(3) contravenesrule®.

(v) ‘Cooling-off period’

According to URA, the conveyance practice in Singapore provides 3 weeks for
prospective purchasers to consider “Non-exercise of Option” (similar to the concept
of ‘cooling-off periods’).

URA sets out a standardized “Option to Purchase” (OTP) as the preliminary
agreement for vendors and prospective purchasers. The OTP specifies the price and
details of the property. Once the OTP is signed, the vendor shall deliver the property
to the purchaser by the stated purchase price. Prospective purchaser is required to
pay a booking fee (no less than 5% to no more than 10% of the purchase price) for
the OTP.

The vendor is then required to provide the original or copies of the title deeds of the
Property and the Sale and Purchase Agreement within 14 days after the Option date.
The Agreement will be valid for a maximum of 3 weeks which purchaser could
consider to proceed with the transaction or not. If the purchaser decides the
“Non-exercise of Option”, he/ she could ask for the refund of booking fee within 4
weeks, while an amount equivalent to 25% of booking fee, or 1.25% of the purchase
price will be forfeited.
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(vi) Sale and purchase agreement

URA has specified a Sale and Purchase Agreement under HDR (Form 4). All property
transactions shall adopt this agreement unless otherwise approved. The agreement
standardizes the payment schedule and all terms and conditions of property sales in
Singapore.

(vii) Completion of sales and vacant possession

The Sale and Purchase Agreement also states the details of the delivery of vacant
possession of property. The vendor is required to deliver the property to the
purchaser by the vacant possession date stated in the agreement or no later than 21
days after receiving the instalment paid by purchaser when the purchaser receives
the Temporary Occupation Permit (TOP)/ Certificate of Statutory Completion (CSC);
and notificationon the completion of basicfacilities.

Failing to comply with the above terms, the purchaser is liable to claim for
compensation (which is called “liquidated damages” in the HDR) from the vendor.
Such compensation is to be calculated on daily basis at the rate of 10% per annum
on the total sum of all the instalments paid by the purchaser towards the purchase
price. In the event of the following situations, vendors are not liable to pay for
compensation of late delivery:

(1) the Purchaser requests for or agrees to the delivery of vacant possession of the
Propertyto him at a later date; or

(2) for any reason for which the Vendor is not responsible, the Purchaser does not
take delivery of vacant possession of the Property until a later date.

(viii) Defects liability period

Purchasers are protected with a 12-month defects liability period in Singapore.
Section 17 of the agreement states that vendors are required to offer 12-month
defects liability period from either the date of delivery of vacant possession to the
Purchaser, or from the 15th day after receiving TOP/ CSC and notification on the
completion of basic facilities (e.g. connection of water and electricity supplies and
road networks etc.) by the purchaser.

Vendor is required to rectify any defects within one month after receiving notice
from the purchaser. The vendor is liable to pay for the maintenance cost if
rectification works are done by purchaser’s own workmen under the following
situations:

(1) purchaser provided an estimation cost and quotation from a building or
renovation contractor,and
(2) the vendor does not carry out the rectification works within 14 days immediately
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receiving the notice from purchaser.

5. Taipei

Private properties in Taipei are referred to as “Pre-sale Houses” (FR&/E) and “Existing
Houses” (A%/Z). The latter comprises more than those newly built properties, but also

second-hand properties and auction properties. With the scope of this study in
first-hand property, the information on pre-sale houses and existing houses (only
newly built properties) are also covered.

(i)  Scope of legislation

The Fair Trade Commission, FTC (AR 5Z EE) regulates the sales of properties via
two main directions. Along with that, the Consumer Protection Commission, CPC (&

EEIREZEF) also issued standard contract templates and circulars to protect
consumer interests in purchasing properties.

FTC has promulgated the followingdirections:

1. Disposal Directions (Guidelines) on Cases of Real Estate in Advertising (DDG)
FrHERSEGZEERA
2. Disposal Directions (Policy Statements) on Selling Presale Houses (DDPS)

RERHETRZRHRNA

CPC has also published the following standard contract templates and circulars for
real estate transactions:

1. Standardized Contract Template Regarding Pre-sale Housing (SCPSH)
REEREEZNESHA

2. Circular Regarding Information be Included and Not Be Included in The
Standardized Contract of Pre-sale Housing (Circular — SCPSH)
REEEE R RN ETCIHAASIEHERE

3. Standardized Contract Template Regarding Existing Housing (SCEH)
REEEZNZHA

4. Circular Regarding Information be Included and Not Be Included in The
Standardized Contract of Existing Housing (Circular —SCEH)

REEEE R RN ELEH RN FCEHFR
Other legislations relevant to sales of properties in Taipeiinclude:

1. CivilCode(CC)
EA
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2. Real Estate Transaction Information Reporting and Pricing Enquiry Regulation
(RETIRPER)
FEERREZGERENPRE BNEDWEIE

(ii) Disclosure of information

FTC administers the DDPS on the necessary information to be disclosed to
prospective purchasers before accepting deposit and signingthe contract.

For pre-sale houses, a copy of construction license, cadastral map of proposed site,
transaction contract, name of designate loan bank and expenses on legally
mandatory land readjustment or restrictive information concerning land
readjustment, shall be provided for purchasers to review. Written acknowledgment
on having 5-day review of transaction contract must be obtained from purchasers
before accepting deposit fee.

While for existing houses, only the transaction contract with a 5-day reading period
must be offered.

To enhance transparency, Ministry of the Interior (RIXEB) has promulgated the
RETIRPER. Under this regulation, information of any real estate transaction, including
price, area size, location and transaction date of the property, shall be reported to
the authority by vendors/ agents within 30 days of the completion of transaction.
The information would then be displayed at a designated website
(http://Ivr.land.moi.gov.tw) operated by the ministry and the general public can have
access to the website forinformation.

(iii) Floor area measurements

Ping (#¥), which is around 3.3058 square meter or 35.586 square feet, is commonly
adopted in Taipei for the measurement of floor area. It is essential for the vendor to
list out the total property area in the contract for both pre-sale and existing houses,
while it is more stringent for the vendor of pre-sale houses to provide details on the
area of common-use portions, ancillary building area etc.

“Privately Owned Area” (EECHIE) is a legislative requirement for all residential

properties. It refers to the sum of Interior Usable Area (2 Y MEFE), Public Facility
Area (EBEE D HETE)and Subsidiary Area (M B ZEHETS).

For pre-sale houses, purchasers are entitled to claim for compensation if there is
deficiency of floor area between the offer and the contract — SCPSH. Termination of
contract would be allowed if the deficiency is more than 3%, while the vendor shall
rebate in monetary value to purchaser if such deficiency is less than 3%. In the event
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that the completed house is of larger area than the stated in the contract, vendors
could claim forin maximum 2% of the purchase price from purchasers.

(iv) Advertisements

FTC sets out DDG to regulate property advertisements. Under the DDG, in general,
discrepancies between information in the advertisement (e.g. property location,
building materials and equipment, building surroundings, view and landscape) and

the reality should not be of a degree unacceptable to the general public (EZ=ZZ& %
—HOBEBE R TR TESE).

It also stipulates that only statutory language "building area," "base area," "main
building area," "ancillary building area," or "area of common-use portions" can be
used in all advertisements to describe floor area. Other than that, the appearance,
design, and layout of the property shown in the advertisement should be the same
with thereality, or otherwise the developer would be prosecuted.

(v) ‘Cooling-off period’

There is virtually no cooling-off period in Taipei. In contrast, there is a “reading
period” (X% BIHA) for purchasers to review the contract agreement before signing.

The above reading period requirement is applicable for both the selling of pre-sale
and existing houses.

Under Circular — SCPSH and Circular — SCEH, the reading period is designated as at
least 5 days. Vendors could only accept deposits after 5-day reading period. Once
both parties sign the contract, purchasers could not withdraw from the transaction.
Only when problems are attributed to the vendors can purchasers request for refund
of deposit.

(vi) Sale and purchase agreement

SCPSH and SCEH, published by the CPC, are two standardized document for property
transactions.

SCPSH, for pre-sale houses, sets out the situations which purchasers can terminate
the contract if insufficient mortgage is granted. If the reasons of insufficient
mortgage is not attributed to any party, vendor can choose to lend the deficiency
(for case with less than 30% difference between mortgage and purchase price) to the
purchaser; or lending the deficiency to purchasers for not less than 7 years (for case
with 30% or more difference); or termination of contract. While if the reasons are
attributed to either the vendor or purchaser, the handling method should be the
vendor to lend the difference to the purchaser or the purchaser to pay the difference
within 30 days.
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For existing houses, similar clauses on mortgage are also depicted in the SCEH,
where the vendor can choose to lend the money to the purchaser or termination of
contract by both parties.

(vii) Completion of sales and vacant Possession

The delivery of vacant possession varies among pre-sale houses and existing houses.
For pre-sale houses, the vendor shall complete the sale and transfer the property to
the purchaser within six months of obtaining “Building Use Permit” (BUP), or
otherwise the vendor is subject to a penalty which is calculated on 0.05% of
purchase price daily.

Besides, there is a requirement that the commencement building works should not
be later than the stated date in the contract. A penalty calculated on 0.05% of
purchase price daily will be applied for any late commencement. If the works do not
commence after 3 months of the stated date, the purchaser could ask for the
termination of contract.

However, if the delay of vacant possession is due to force majeure (i.e. natural
disaster, X¥X1t%&#) and government policy, the developer reserves the right of
delayingvacant possession.

For the transaction of existing houses, it is a mutual agreement between the
developer and purchaser to designate a date in the SCEH. If the delay is attributed to
the developer, he/ she shall pay at the rate of 0.05% of purchase price per day.

(viii) Defects liability period

The defects liability period varies among pre-sale houses and existing houses. For
pre-sales houses, SCPSH lists out the warranty details for purchasers. Vendor is
required to provide a House Warranty Card (EERERELEETF) detailing the
warranty period and the types of defects covered. Under the legislation, a 15-year
warranty is provided by vendor on structural defects (e.g. beam, stair), while only a
1-year warranty is offered for fixed building materials and facilities (e.g. door,
window).

Yet, the defects liability period of existing houses is not specified. Purchasers shall
inspect and check for any defect before vacant possession and report to vendors
immediately for repair. After the vacant possession, purchasers are, according to the
CC, entitled to a maximum of 5 years warranty period.

6. United Kingdom (England and Wales)

Developers are allowed to sell uncompleted (locally known as “off-plan” properties)

146



Study on the Sales of First-hand Residential Properties

and completed properties in the UK. Sales practices are mainly regulated by the
trade itself through a voluntary code of practice - “Consumer Code for Home
Builder” (CCHB). In addition, general legislations on consumer protection are
relevantand important.

(i)  Scope of legislation

There is no specific legislation regulating conveyancing practice in the United
Kingdom (UK), but through regulations on consumer protection and voluntary code
of practice. The following are relevant regulations and codes.

Regulations:
1. Consumer Protection from Unfair Trading Regulations 2008 (CPUTR)
2.  Consumer Protection (Amendment) Regulations 2014 (CPAR)

Codes:

1. Consumer Codefor Home Builders (CCHB)

2. Royal Institution of Chartered Surveyors - Code of Measuring Practice 6™ edition
(RICS - Code)

Amongst the above regulations and codes, CCHB is a voluntary and industry led code
of conduct for builders, aiming to make the property buying process fairer and more
transparent for purchasers. CCHB applies to all homebuilders registered under the
three main new home warranty providers (i.e. National House Building Council,
Premier Guarantee and LABC warranty) and the clauses of CCHB, governing
marketing, selling of homes and after-sales customer service, are applicable to new
home purchasers.

(ii) Disclosure of information

There is no legislative requirement on information to be disclosed for prospective
purchasers. CCHB, in contrast, outlines the pre-purchase information that can help
prospective purchasers make a clear, fully informed decision. This information shall
include a written Reservation Agreement, an explanation of the coverage of Home
Warranty and a description of any management to which the purchaser will be
committed and an estimate of their cost.

The pre-purchase information should be fair and reliable. One particular item is the
description of management fee. It should cover any management services and
organization to which the purchaser will be committed, with an itemized estimate of
the management service charges, maintenance costs and fees, and the terms that
the charges and fees may alter.

For sales of uncompleted properties, supplementary information, including a
brochure or plan showing the layout, appearance and plot position of the property, a
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list of the property’s contents and the standards to which the property is being built,
is necessaryto be provided by vendors.

(iii) Floor area measurements

Both the square meter and square feet are commonly adopted in the UK as the floor
area measurement parameter. As there is no legislation on any specific use of
parameter, RICS - Code serves as a voluntary guideline to define floor area.

Two main floor area definitions are Net Sale Area (NSA) and Effective Floor Area
(EFA).

(1) NSA is the Gross Internal Area (the area of a building measured to the internal
face of the perimeter walls at each floor level) of new or existing residential
dwelling. Area of basements, mezzanines galleries and hallways are included.

(2) EFA is the usable area of the rooms within a building measured to the internal
face of the walls of those rooms. It includes living rooms, bedrooms kitchens,
areas occupied by fitted cupboards within those rooms, a floor area which
contains ventilation/ heating grille and areas occupied by skirting. It excludes
bathrooms, showers, toilets, stairwells, lift-wells, halls, landings and balconies,
corridors, internal walls (whether structural or not, columns, piers, chimney
breasts and vertical ducts), areas with a headroom less than 1.5 meter, fuel
stores, lift rooms, tank rooms, plant rooms and cupboards; areas under the
control service or other external authorizes including meter cupboards and
statutory service supply points.

Before legal completion, even after the exchange of contract of sale, purchasers are
entitled to terminate the contract and have full refund without any deduction if any
change of design, size and appearance is unacceptable to him. The vendor should
formally consult the purchaser and get his agreement if there is a change to the
design, construction or materials to be used in the Home that would significantly and
substantially alter its size, appearance or value. However, minor changes like
appearance or construction material used that will not greatly affect the home do
not require purchaser’s consentand notify him.

(iv) Advertisements

CPUTR is set to ensure all traders to deal fairly with consumers and not to use
aggressive or misleading practices in all sectors. Unfair commercial practices, such as
giving false or misleading information to consumers, hiding or failing to provide
material information to consumers and exerting undue pressure in consumers, are
strictly prohibited under CPUTR.

In addition, misleading practices where a representation or advertisement contain a
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false statement or fact, conceals or leaves out important facts, promises to do
something when there is no intention to carry out or creates a false impression are
not allowed.

“Aggressive commercial practice” is regulated under CPUTR. It is in the regulation
that developers or real estate agents cannot adopt practice that intimidate or exploit
purchasers, restricting or likely to restrict how they act or their ability to make free
or informed choices and which cause or are likely to cause the purchaser to take a
different decision.

Nonetheless, CCHB advises that any sales and advertising material of vendors should
be clear and truthful.

(v) ‘Cooling-off period’

CCHB requests that a Reservation Agreement is to be signed between vendors and
prospective purchasers before signing the Contract of Sale. A deposit and reservation
fee, which the amount is based on mutual agreement between vendor and
purchaser, will be made by the purchaser to reserve the unit at a specific price.

After the Reservation Agreement, there is a reservation period, normally between 10
and 14 days, in which purchasers could ask for the termination of the contract.
Purchasers can, within this period, either do not proceed with or leave the
agreement to expire. For any termination within the reservation period, purchasers
are entitled to have the refund of reservation fee with a deduction in administration
fee set outin the agreement.

(vi) Sales and purchase agreement

There is no standard Contract of Sale in the UK. According to CCHB, the contract
should be clear and fair, to comply with relevant regulations and clearly states the
contract termination right.

(vii) Completion of sales and vacant possession

According to CCHB, the vendor must give reliable and realistic information on when
the construction of the property may be finished, the date of Legal Completion, and
the date for handover of the Home to the purchaserin the Contract of Sale.

The CCHB suggests that the vendor should keep the purchaser informed of the status
of the building works. When the works approach completion stage, a more accurate
completion date shall then be advised.

The purchaser has the right to withdraw from the contract and rebate of deposit and
reservation fee in full without any deduction if there has been unreasonable delay
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beyond the date given in the Contract of Sale. The CCHB suggests that a definition be
included in the Contract of Sale for “unreasonable delay”, which the period must be
no more than 6 months for houses or 12 months for apartments if the Contract of
Sale is exchanged before the roof is completed and the building weatherproof, or the
period should be no more than 2 months for houses or 4 months for apartments if
the Contract of Saleis exchanged at an advanced stage of construction.

Upon completion of works, the vendor should arrange the handover of property to
the purchaser and to show its facilities and how they work. If there is any
outstanding works at the time of handover, the arrangements of completion of those
works should be explained to the purchaser. For large developments, the
information should relate to the relevant phase of the development for that Home
and the facilities directly affecting the Home.

If the purchaser moves into a home where building work is still in progress on
surrounding properties, that purchaser must be advised of any necessary health and
safety precautions they need to take.

(viii) Defects liability period

The CCHB explicitly states that the vendor must provide the purchaser with an
accessible after-sales service, and explain what the service includes, who to contact,
and what guaranteesand warranties apply to the Home.

It is a voluntary requirement for all new home builders to register the property with
a home insurance warranty. Since most of the members adopting the CCHB should
have registered under the three major providers in the UK, it is clear that a 10-year
warranty would be offered. Taking the warranty insurance from National House
Building Council, any defect detected within the first 2 years will be repaired and
paid by the vendor, while for the 3 — 10 years, only the cost of maintenance works
exceeds the minimum claim value would then be paid by the insurance provider.
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Appendix 7 — lllustration of the proposed “consolidated” information list platform

a)

Index page of a residential development

Name of
Development

Property Development A

Block

Floor

7

R IN|W |~ OO

151

Hyperlink to
details of
the flat

Available

Sold (PASP)

Sold (ASP)

Not available
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b) Details of individual property

Description of Property Block 5 Floor 3 Flat D
Status Available Hyperlink to
Sales Method | Balloting i latest Sales
Price List No. 3C Arrangement
Saleable Area 68.843 (741)
sq. metre (sq. ft.) Balcony: 2.000 (22)
Utility Platform: 1.496 (16)
Original List Price ($) (Price List 3) $8,100,000
No. of revision in List Price 2
Current List Price (S$) (Price List 3C) $8,806,000
% change in List Price 8.7% Hyperlink and
Unit Rate 127,914 results
$ per sq. metre ($ per sq. ft.) (11,884/ retrieved from
Calculated Transaction Price ($) SXXX, XXX, XXX Price Calculator
Area of other Air- conditioning plant -
specified items room
sq. metre (sq. ft.) Bay window 4.085
(44)

Cockloft -

Flat roof -

Garden i

Parkingspace -

Roof 28.124

(303)

Stairhood -

Terrace -

Yard -

| More Detailed Information |

N

Hyperlink to Price
List No. 3C
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c) Price calculator - details of transaction price

Price (S):

Discounts: (Please choose any suitable options)
a) Terms of Payment

(1) Cash or Immediate Mortgage Payment - 5%

discount from the Price, and
(i) the benefit of “Second Mortgage for 30% of

Transaction Price” : Second mortgage from XXX
Finance Company Limited or any other company
referred by vendor (subject to the approval of

the mortgagee concerned); or

(ii)the benefit of “Second Mortgage for 30% of
Transaction Price” : Second mortgage from
financial institution/bank arranged by YYY
Mortgage Brokerage Services (subject to the
approval of the mortgagee concerned)

(2) Regular Payment - 4% discount from the Price

a) “Ad Valorem Stamp Duty Subsidy” Benefit:
An extra 3.75% discount from the Price

c) An extra 3% discount from the Price for
purchaser who signs the PASP to purchase a
residential property on or before the relevant
specified date

b) “Home Purchase” Benefit:

An extra 3.25% discount from the Price

Calculation Result
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_z
$8,806,000

(i)/(ii)

Yes/No
Yes/No

Yes/No

Yes/No

Default
settings or
validation
rule can be

implemented
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