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CONSUMER COUNCIL

Study on the Sale and Purchase of
First-hand Private Residential Properties in Hong Kong —
The Rights of Consumers to Reliable Property Market Information

Executive Summary
Introduction

1. The Consumer Council (the Council) has observed disquiet regarding the
provision of information to consumers in the first-hand private residential property
market. Accordingly, the Council conducted this study on the general availability and
reliability of property market information, and the practices that have been employed
by market players regarding the release of information to prospective purchasers in
respect of particular developments.

2. In general, prospective purchasers want to know two things. First, what the
market conditions are, particularly in the context of whether it is a good time to buy.
Second, whether a particular property suits their needs. On both of these, they want
assurance that the information they receive is reliable. In other words, it is truthful,
timely and complete.

3. The Council welcomes initiatives launched by the Government over the past
two years to enhance the transparency and clarity of property information on
uncompleted first-hand private residential properties. In particular, the latest nine
new measures work towards information transparency and fair deals and have
achieved initial impact. To build on the existing safeguards, the Council has made in
this report suggestions to further enhance information transparency in the first-hand
residential property market to better protect the interests of prospective purchasers of
private residential properties.

Study Methodology and Findings

4. For the study, the Council conducted general research and undertook a
series of field visits of developers’ sales offices to examine how information was
disseminated to prospective purchasers of first-hand private residential properties.
Field visits were conducted by Council staff between 12 April and 27 June 2010,
involving 19 private residential development projects. The Council’s findings as set
out in section 2 are based on field visits of the 19 development projects during the
said period.

5. The development projects comprised both completed and uncompleted first-
hand private residential properties, covering various stages of sales, i.e. at first sales,



and at sales that had been launched for a relatively long period of time. This study
was not directed at residential units in the second-hand market or commercial or
industrial buildings.

6. In the study, the Council also considered the Government’s enhancement
measures for flat sales, implemented through the Lands Department’s Consent
Scheme and the Real Estate Developers Association of Hong Kong’s (REDA)
Guidelines on Sale of Uncompleted Residential Properties (issued on 1 June 2010),
concerning the provision of information in the first-hand private residential property
market.

7. Notwithstanding the enhancement measures, the Council considers that
further improvements can be made to build on the existing measures to protect the
interests of prospective purchasers of first-hand private residential properties.

8. In this study, the Council has explored:

e the general availability of property market information that prospective
purchasers may have at their disposal and the accuracy and reliability of
such information to enable them to better understand the market and
make informed decisions;

e the practices that have been employed by developers and sales agents
regarding the release of information to prospective purchasers on
particular developments; and

e whether appropriate information is readily available and accurate.
9. The Council’s findings can be summarised as follows:
Absence of comprehensive source of information

10. Prospective purchasers do not have an easily accessible source of
information that provides an accurate and complete picture on the market as a whole,
in terms of the number of flats for sale or sold, and their sale prices, in order to assist
them in making a decision as to when to enter the market. While relevant information
may be obtained from a number of diverse sources, the average consumer would not
have the necessary skills, or the time, to adequately process all the available
information.



Information varies in reliability

11. It is common that media reports on announcements by developers,
promotional materials, and comments by sales agents will selectively cast favourable
light on particular developments. It is difficult for prospective purchasers to gauge
how much credibility can be given to the information, and the extent to which it
resembles the truth. Prospective purchasers need to be sure that there are
safeguards in place to discourage persons from engaging in misleading and/or
deceptive conduct.

Sale by small batches

12. It appears to be common practice for developers to release units in small
batches to test the market, and to subsequently raise prices after getting a favourable
initial market response. The consequential disadvantages to prospective purchasers
are a reduction in choices and increasing property prices. The Government’s latest
enhancement measures require developers to include in the first price list for each
batch of sale increased number of units to be covered in the first price list, from the
minimum of 20 units (or 20% of the total number of units put up for sale) to a
minimum of 30 units (or 30% of the total number of units put up for sale ) for small-
scale development, and a minimum of 50 units (or 50% of the total number of units
put up for sale) for large-scale development, which may help alleviate the problem of
lack of choice to a certain extent.

High pressure sales tactics

13. Some sales agents play on the natural anxiety of prospective purchasers
and attempt to induce them into making hurried purchase decisions. For example, by
promising that favourable treatment will be given if a deposit or any other
consideration is given immediately and concocting information that is suggestive of
future rising prices and scarcity of supply. Moreover, the tactics are carried out in an
environment, for example, through one-way flow control arrangement, that increases
anxiety levels and makes it difficult if not impossible for prospective purchasers to
undertake a thorough and useful inspection of a property. These might lead
prospective purchasers into making hurried decisions to buy properties that ultimately
prove to be unwise and even damaging to their interests.



Recommendations

14. To address the above concerns, the Council has proposed the following
recommendations:

Clear guidelines regarding pre-launch activities of first-hand properties

Recommendation 1: Developers and sales agents should refrain from releasing
unofficial “intentional prices” or using any other imprecise terms relating to
the potential price of flats to be offered for sale, and from taking a deposit or
any other consideration, before an official launch of flat sales.

15. At present, it is difficult for prospective purchasers to verify whether
developers or sales agents have released false information for the purpose of
creating the impression of a robust market and thereby talking up property prices and
sales. When this conduct is combined with offers by sales agents to accept a deposit
or similar consideration, it compounds the anxiety among prospective purchasers to
move quickly on a purchase. This only exacerbates the potential for artificially
inflated prices, and may lead to unwise purchases. The Council considers that
prohibitions should be introduced to limit this sort of possibly speculative information
dissemination by developers and sales agents. (Paragraphs 3.2 to 3.6 of the study
report refer)

16. The Council accepts that there may be practical difficulty in effectively
preventing such price information from being circulated in the market, as it is almost
impossible to verify whether it is the developers, market analysts or reporters who
are responsible for the release of those prices. However, the Council is of the view
that it is important for the Government to send a clear message of its disapproval of
releasing confusing and possibly misleading pricing signals to the market.

Recommendation 2: If “private sales” are to be allowed, they should be
properly defined, and an upper limit on the percentage of units available for
“private sale” should be reinstated.

17. Sale for most of the development projects under study was promoted as
“private sale” but the units concerned were found to be open for sale to the general
public. In these circumstances, a question arises as to whether describing sale of
units as “private sale” when they are in fact generally available is a deceptive ploy.
The Council recommends that the Government make it clear whether “private sales”
are allowed to exist, and if so reinstate an upper limit on the percentage of units
available for “private sale”, for example, 5%. Conditions should also be imposed on
how information is disseminated to the public regarding this type of sales.
(Paragraph 2.9 Part A refers)



Removing impediments to viewing of show flats

Recommendation 3: Measures should be introduced to ensure prospective
purchasers have sufficient time for viewing of show flats, i.e. to discourage the
setting of conditions or restrictions for prospective purchasers, such as
imposing onerous registration and appointment procedures, and imposing
obstructive one-way flow control arrangements for the viewing of show flats.

18. The Council's past experience and current field visits (before the
Government’s introduction of the new enhancement measures) found that the
procedures by which a few sales offices guided the activities of prospective
purchasers when viewing show flats created an environment that was not conducive
to making careful and considered purchase decisions.

19. Such procedures raise anxiety levels on the part of prospective purchasers
and can also prevent competition from operating effectively in the market, since
purchase decisions are swayed more by questionable sales tactics rather than close
inspections of potentially suitable properties and correct assessment and comparison
of different properties on offer in the market. The Council considers that measures
need to be introduced to ensure prospective purchasers have sufficient time for
inspecting show flats, to enable them to undertake comprehensive inspections.
(Paragraphs 3.7 to 3.12 refer)

Controls over unreliable and deceptive representations

Recommendation 4: Sales agents should refrain from distributing unauthorized
materials (i.e. their own materials) to prospective purchasers at sales offices,
unless there is an accompanying statement quoting the date and the source of
the information.

20. The Council’s field visits and complaints indicated that some sales agents
played on the natural anxiety of prospective purchasers, and attempted to induce
them into making hurried purchase decisions by speculating on matters such as
future rising property prices and scarcity of supply. In some cases, to establish their
point, sales agents supplied handouts they prepared, in addition to the sales
brochures and price lists. (Paragraphs 3.35 to 3.38 refer)

21. The existence of this sort of unofficial information, particularly in the context
of high pressure sales chatter, simply adds to the anxiety and confusion that can
arise in making a purchase decision. The Council therefore recommends that the
distribution of unofficial materials by sales agents should be prohibited, or at the very
least that any information not officially produced by the developer should, apart from
having the consent of the developer, include a qualification that the information is not



official, and that the material prepared should clearly indicate the basis upon which
the information relies.

Provision of timely and useful transaction information

Recommendation 5: An online “Property Market Information Platform” (PMIP)
should be established to enable the general public to obtain, through an
independent and authoritative source, comprehensive property market
information regarding first-hand private residential properties in Hong Kong.

22. In its 1996 report “How Competitive is the Private Residential Property
Market?’, the Council recommended, amongst other proposals, that the Government
should facilitate consumer access to reliable property information by allowing public
access to a centralized housing property database that provides information on the
property market and housing development data.

23. The Council reiterates its previous recommendation of improving the flow of
property information by setting up a centralized property information platform for
public use to provide accurate, up-to-date and authoritative information about the
property market.

24. The Council strongly believes that an online “Property Market Information
Platform” (PMIP) should be established to enable the general public to obtain,
through a ‘one-stop’ service comprehensive property information, and such a
platform will also enable the Government to monitor transactions in the first-hand
private residential property market in Hong Kong. To ensure that the PMIP
commands credibility and recognition, the Council considers that it should be set up
and managed by an authoritative and independent body, for example, the
Government.

25. The proposed PMIP should pull together existing data of developers on an
individual development project basis, and relevant information provided by various
government departments. The PMIP should provide prospective purchasers with a
timely benchmark of current transaction prices and unit availability concerning
residential development projects, and there should be the requirement that
information be posted on the platform within 24 hours (real time in the long run) after
the signing of a Preliminary Agreement for Sale and Purchase (PASP), as well as
after the signing of the formal Agreement for Sale and Purchase (ASP).

26. Similar systems exist in other jurisdictions with the same market
characteristics as Hong Kong. (Paragraphs 4.3 to 4.21 refer)

27. The Council understands that the establishment of the proposed PMIP
requires immense manpower and capital resources, and professional know-how to



collect, verify and update information. There is also the issue of legal liability on the
accuracy of the information. But the benefits of such a platform to various parties as
well as to the economy as a whole should not be brushed aside. It will be particularly
instrumental in view of great public concern regarding recent incidents of cancellation
of alleged sales, and also the drop in Hong Kong’s real estate transparency ranking
(according to a recent global real estate market study).

Provision of sales brochures and price lists

Recommendation 6: Sales brochures and price lists should be made available
at sales offices for distribution to prospective purchasers at the time of sale
(i.e. throughout the entire sale period) and should be made available before the
viewing of show flats.

28. The Council observed that at a few developments (before the introduction of
the new enhancement measures), either sales brochures or price lists were made
available to prospective purchasers. Some of these cases were sales that had been
launched for some period of time. In such cases, prospective purchasers had to rely
on supplementary information provided by sales agents. Where sales brochures and
price lists were available, they were not easily accessible or were placed on the sales
desks at the very late stage before prospective purchasers left the sales offices. As
a result, prospective purchasers did not have the opportunity to bring sales brochures
along with them for cross references when viewing the show flats.

29. Current rules only require sales brochures and price lists to be made
available prior to the commencement of sale and they only apply to the sale of
uncompleted residential properties. As this is a requirement beneficial to prospective
purchasers, the Council considers that it should be extended to cover completed
residential properties as well. Moreover, the sales brochures and price lists, for both
uncompleted and completed residential properties, should be made available to
prospective purchasers at the sales office before the viewing of show flats. This
would facilitate the process of making informed decisions and would also assist
either those who do not have access to computers and printers to be able to
download relevant information from developers’ websites, or those who do not know
how to use them. It would also enable prospective purchasers to make comparisons
with the information that is presented on a developer’s website or generally in the
show flats. (Paragraphs 3.26 to 3.34 refer)

Recommendation 7: The time gap (currently up to 5 days) between the sale of a
flat and the release of the transaction record on developers’ websites and the
proposed PMIP should be shortened.

30. Timely information is often critical for making a wise purchase decision,
especially where pressure is being placed by sales agents to commit to a deal. The



Council therefore recommends that developers be required to post property related
information (including price lists, the number of units available for sale and
transaction information) on the PMIP once the information is made available to the
market (i.e. to post after signing of a PASP or ASP). This is in addition to providing
the information on developers’ websites and displaying it at the sales offices.

31. This would enable the public to more quickly ascertain whether developers
have actually sold their properties for the price they claimed to be selling at, and to
have accurate property information (e.g. the units available and the offer price) to
assist in their purchase decisions. (Paragraphs 3.39 to 3.43 refer)

32. For certainty of information, it would be useful to have reference to
transaction information which is set out in ASPs instead of PASPs. Moreover, taking
into account the need to make timely information available to prospective purchasers
to facilitate their purchase decision, the Council considers that requiring developers
to post information about transaction cancellation on the PMIP may help address the
concern about inflated sales or inaccurate transaction information resulting from
uncompleted transactions. Taking Beijing as an example, Beijing’s Real Estate
Transaction Network has in place some measures such as issue of public notices on
violations by developers in respect of reporting false sales through repeatedly posting
and withdrawing offers from the transaction network, and providing sales
performance data that do not match the sales records on the city’s information
network.

Complete information on price and units for sale

Recommendation 8: A facility for prospective purchasers to examine the PMIP
be provided at the time of sale.

33. Presently, prospective purchasers rely on information in sales brochures
and price lists, and material supplied by sales agents whose primary concern is to
procure a sale. The problem of the making of misleading claims on pricing and
availability of units, future performance and so on can be contained, and the anxiety
caused by lack of verifiable information can be alleviated, if prospective purchasers
are able to check on a range of related matters at the time of sale.

34. The proposed PMIP is aimed at providing an extensive source of
information. The Council therefore recommends that the PMIP must be provided in
real time at the sales office where a prospective purchaser pays a deposit or enters
into an agreement. Having this facility on site and readily accessible will enable
prospective purchasers to consider a range of relevant information, thereby assisting
them to make an informed choice. This would strengthen prospective purchasers’
confidence in the accuracy of information upon which their purchase decision is
based.



Strengthen the existing complaints handling mechanism

Recommendation 9: An element of neutrality should be introduced in REDA’s
preliminary complaints screening process.

35. Prospective purchasers need the assurance that there are safeguards in
place to properly handle complaints, for example regarding misleading information in
the sale of private residential properties. The Council recommends that measures be
undertaken now to provide some safeguards for consumers by way of strengthening
the existing industry measures that address misleading and deceptive conduct in the
real estate sector.

36. Currently only developers and their staff or agents are involved in examining
whether complaints made to REDA should be followed up. The Council considers
that the absence of a neutral element in REDA’s preliminary decision making process
should be addressed. The Council recommends that the essential element of
neutrality, which can be found in the process of REDA’s Compliance Committee,
should also apply to the preliminary examination of complaints, since both processes
are equally important in the delivery of satisfactory outcomes, and both should
observe the principle of neutrality.

Conclusion

37. At present, prospective purchasers of first-hand residential properties face
an asymmetry of information when compared to developers and sales agents.
Accordingly, they are not likely to be in a position to get clear, accurate and
comprehensive information before making their purchase decisions, although such
information would be conducive to making wise purchase decisions.

38. The Council considers the above recommendations to be both pertinent and
proportionate in protecting consumers who are buying what is likely to be the single
most expensive purchase in their life. In addition, given the importance that
information has in a competitive marketplace, the measures proposed should also be
of benefit to the real estate sector as a whole.



The Consumer Council’s 9 recommendations:
Clear guidelines regarding pre-launch activities of first-hand properties

Recommendation 1: Developers and sales agents should refrain from releasing unofficial
“intentional prices” or using any other imprecise terms relating to the potential price of
flats to be offered for sale, and from taking a deposit or any other consideration, before
an official launch of flat sales.

Recommendation 2: If “private sales” are to be allowed, they should be properly defined,
and an upper limit on the percentage of units available for “private sale” should be
reinstated.

Removing impediments to viewing of show flats

Recommendation 3: Measures should be introduced to ensure prospective purchasers
have sulfficient time for viewing of show flats, i.e. to discourage the setting of conditions or
restrictions for prospective purchasers, such as imposing onerous registration and
appointment procedures, and imposing obstructive one-way flow control arrangements
for the viewing of show flats.

Controls over unreliable and deceptive representations

Recommendation 4: Sales agents should refrain from distributing unauthorized materials
(i.e. their own materials) to prospective purchasers at sales offices, unless there is an
accompanying statement quoting the date and the source of the information.

Provision of timely and useful transaction information

Recommendation 5: An online “Property Market Information Platform” (PMIP) should be
established to enable the general public to obtain, through an independent and
authoritative source, comprehensive property market information regarding first-hand
private residential properties in Hong Kong.

Provision of sales brochures and price lists

Recommendation 6: Sales brochures and price lists should be made available at sales
offices for distribution to prospective purchasers at the time of sale (i.e. throughout the
entire sale period) and should be made available before the viewing of show flats.
Recommendation 7: The time gap (currently up to 5 days) between the sale of a flat and
the release of the transaction record on developers’ websites and the proposed PMIP
should be shortened.

Complete information on price and units for sale

Recommendation 8: A facility for prospective purchasers to examine the PMIP be
provided at the time of sale.

Strengthen the existing complaints handling mechanism

Recommendation 9: An element of neutrality should be introduced in REDA’s preliminary
complaints screening process.

10



1. Introduction
Background

1.1 As in many other jurisdictions, buying a residential property is likely to be
the most significant investment a consumer in Hong Kong will make. Property prices
here are among the highest in the world, therefore the purchase of a property often
means utilizing the life-long savings of a consumer.

1.2 Despite the great importance of property transactions to the average
consumers and their impact on Hong Kong’s economy, there is no specific legislation
governing the accuracy of property market information and only limited safeguards
are in place to protect the rights and interests of consumers in the purchase of
private residential properties. Moreover, complaints regarding property purchases
are a perennial source of complaint, with the same problems faced by consumers
year after year.

1.3 The Consumer Council (the Council) has examined problems in the private
residential property market over the years. In 1977, the Council produced a report’ in
which it made various recommendations for government and industry action to
address consumer concerns at the time. The Council also submitted
recommendations to the Government in 2001 regarding the then proposed Sales
Descriptions of Uncompleted Residential Properties Bill which was to alleviate
consumer concerns with the property market at the time. The bill was ultimately not
proceeded with, and the problems have remained.

1.4 Against this background, and in light of constant consumer concern
regarding the provision of information on first-hand private residential
properties to consumers, the Council conducted this study into the provision
of information on the first-hand private residential property market.

Objective
1.5 The objectives of this study are twofold:

e to examine practices related to the provision by market players of
information related to the property market as a whole, and of information
regarding specific residential properties that are offered for sale.

e to make appropriate recommendations regarding the provision of

property market information, in order to promote competition and protect
consumer interests.

! Consumer Council’s report ‘Sale and purchase of flats in Hong Kong’ (November 1977).
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Scope

1.6 This study is confined to first-hand private residential properties (both
uncompleted and completed properties) and does not cover residential units in the
second-hand market or commercial or industrial buildings.

1.7 In this study, the Council has explored:

e the general availability of property market information that prospective
purchasers may have at their disposal and the accuracy and reliability of
such information to enable them to better understand the market and
make informed decisions;

e the practices that have been employed by developers and sales agents
regarding the release of information to prospective purchasers on
particular developments; and

e whether appropriate information is readily available and accurate.
Methodology

1.8 In exploring the above, field visits were conducted to examine the situation
regarding the provision of property information to prospective purchasers at
developers’ sales offices. Field visits were conducted by Council staff between 12
April and 27 June 2010, involving 19 private residential development projects.

1.9 The development projects comprised both completed and uncompleted first-
hand private residential properties, covering various stages of sales (i.e. at first sales
and sales that had been launched for a relatively long period of time).

1.10 In addition to conducting field visits, telephone enquiries were also made to
developers’ sales offices and sales agents to gather information, including enquiry as
to reservation of flats (units) in cases where sales had not been officially launched
but show flats were already open or were due to be open for inspection by the public.

1.11 In considering whether there was room for improvement, the Council also
took into account

e the Government’s latest enhancement measures for flat sales,
implemented through the Lands Department’s Consent Scheme and

e the Real Estate Developers Association of Hong Kong’s (REDA)
Guidelines on Sale of Uncompleted Residential Properties (June 2010)
(Annex 1)
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as far as they concerned the provision of information in the first-hand private
residential property market.

13



2. The Present Situation - What are consumers’ information concerns?
Accuracy of property market information

2.1 Accurate information on a range of matters is of vital concern to prospective
purchasers of residential properties. Apart from questions as to particular attributes
of a property, such as location and size, a critical first question prospective
purchasers commonly ask is whether the timing of the purchase is right in light of the
market conditions.

2.2 For example, prospective purchasers want to have timely information on
prevailing market prices for the properties available for sale, i.e. whether a
developer’s (or vendor’s) current asking price is in line with confirmed sale prices. In
addition, prospective purchasers want to know the relative supply and demand for
properties, in terms of how many properties are being supplied to the market, and the
relative demand for those properties. They also need assurance that market
information is reliable, in other words, that information is truthful, timely and complete.

2.3 At present, it is difficult for prospective purchasers to find out whether
developers or sales agents have released false information for the purpose of
creating the impression of a robust market and thereby talking up property prices and
sales. For example, it is common that “intentional prices”, “reference prices” or
“indicative prices” for particular units of a development are disclosed prior to official
release of a price list (see Figure 1). Such disclosures may inflate prices and
heighten market sentiment.

Figure 1: lllustrative photos of media reports and promotions of intentional prices
and sales performance
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Availability of property information

2.4 Closely connected to the issue of information on the property market is the
issue of comprehensive and up-to-date information on a particular property which is
of interest to prospective purchasers. This type of information ranges from how
many and which flats in a development are available, the price of a particular flat, the
attributes of the flat in terms of size and features, to the various features of the
relevant residential development as a whole.

2.5 In general, from the Council’s experience, prospective purchasers are often
not able to get a full picture of the price and number of flats available for sale in a
particular development, information on flats in the development that have been sold,
and actual transaction prices, in a timely manner. Typically, they only have access to
piecemeal information that may be provided by sales agents or developers at sales
offices, or from media reports on pricing and sales performance.

2.6 The Council welcomes initiatives launched by the Government over the past
two years to enhance the transparency and clarity of property information on
uncompleted first-hand private residential properties. In particular, the latest nine
new measures work towards information transparency and fair deals and have
achieved initial impact. To build on the existing safeguards, the Council has made in
this report suggestions to further enhance information transparency in the first-hand
residential property market to better protect the interests of prospective purchasers of
private residential properties.

Findings of the Council’s field visits

2.7 The following section reports the findings of field visits conducted by Council
staff during the period of April to June 2010, as well as observations from complaints
made to the Council by individual consumers and related issues identified during the
Council’s preparation of this study report.

15



2.8 During the field visits (involving 19 private residential development projects),
Council staff, posing as prospective purchasers, assessed what information was
made available and how it was made available at developers’ sales offices. Figure 2
provides a graphic illustration of a typical property sales office in Hong Kong.

16



Figure 2: A graphic illustration of a typical property sales office in Hong Kong (from prospective purchasers approaching the
surrounding of a sales office, to entering a development project’s different exhibition areas including display of building model,

show flat and sales office)

(D Sales agents try to convince prospective ® One-way flow control arrangement. (@  Prospective purchasers’ inspection of property

transaction information.

Information (e.g. sales brochures) is placed at
very late stage before prospective purchasers
leave the sales office.

purchasers to use their agency services.
@ Registration of prospective purchasers’ ®
personal details for viewing of show flats.
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2.9 In view of the fact that the Government had recently announced its
enhancement measures for flat sales, implemented through the Lands Department’s
Consent Scheme and the REDA’s guidelines which relate to the provision of
information to prospective purchasers, Council staff took the opportunity to observe
the latest situation with respect to the provision of property information in the first-
hand private residential property market. The Council’s findings are listed under the
following topics:

Pre-launch activities

Viewing of show flats

Unreliable or deceptive representations
Provision of sales brochures and price lists
Information on prices and units for sale
Availability of transaction information

mmo o w >

A. Pre-launch activities

- Uncertainty as to whether flats are for sale to the general
public: Sale for most of the development projects under study
was promoted as “private sale” but the flats concerned were
found to be open for sale to the general public. See below
extracts from various property advertisements.

In order to be properly informed, prospective purchasers need
to know the correct status of flats on offer, and whether flats are
in fact available for sale to the general public. It would be more
informative to state whether any flats have been reserved in
any form (e.g. withheld by developers or sales agents for their
private clients) before the scheduled sale date, whether the
flats concerned are of the first batch released or whether they
are residual flats for sale, etc.

Incidentally, a question arises as to whether describing sale of

18



flats as “private sale” when they are in fact generally available
is a deceptive ploy to make prospective purchasers think that
the flats are in scarce supply to the general public, or that there
is some exclusivity in their being made available to a member
of the general public.

Collection of deposits before flats are launched for sale:
Sale activities commenced well before the official launch of flat
sales. Some sales agents accepted cheques or deposits or
registration (in whatsoever form) from prospective purchasers
for reservation of flats prior to the commencement of a flat sale.
In late June 2010, Council staff posing as prospective
purchasers were asked to fill in a form to indicate their
preferred choice of flats, as well as to give a copy of their ID
card together with a bank draft for deposit amounting to 5% of
the purchase price for reservation of flats which had not yet
been launched for sale *. Similar situations were found in a
number of development projects (see Paragraph 3.3).

Council staff were also told that placing a deposit would give
them entitlement to choose first when the sale was launched.
Another question arises with regard to this representation.
Accepting a deposit and promising a priority status is to no
effect where multiple deposits are accepted, because the
multiplicity of deposits lessens any notion of exclusivity. The
promise is therefore likely to be misleading and deceptive.

[*In this case, Council staff could not be certain whether the
sales agent concerned had obtained authorization from the
relevant developer to accept deposits before the
commencement of the sale, as required in the Estate Agents
Authority’s (EAA) latest practice circulars on first sale of
residential properties.]

B. Viewing of show flats

Conditions imposed for viewing of show flats: During some
of the field visits, Council staff were required to register personal
details (e.g. name, phone number and address) at some of the
sales offices for the purpose of viewing show flats.

In mid June, an appointment was made by Council staff with a
sales agent to visit a development’s sales office. Before visiting
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the office, the sales agent asked Council staff if they had got a
bank draft. As Council staff replied “no”, the sales agent said he
would get one for them. It was later learnt that the sales agent
had to show a $1 million bank draft to the developer’s staff
before entering the sales office.

Council staff have also had experiences in the past of being
asked to temporarily hand over their ID cards and to fill in a form
as indication of interest in placing a deposit, for the purpose of
getting advance permission to visit show flats. While it is
understandable that some security measures need to be
undertaken by sales office staff, the practice of asking
prospective purchasers to hand over their ID cards seems
unnecessary and extremely risky.

Disincentives arising from one-way flow control
arrangement: According to the Council’s previous and current
field visits (before the introduction of the new enhancement
measures), in a few sales offices, Council staff were required to
group together with some other people, and were led to a
number of exhibition areas where sales office staff conducted
briefings on the development project, with the assistance of
building models and landscape models on display, club house
information, surrounding areas and facilities in the neighbouring
area. Respective exhibition areas were closed after each
briefing and people were led to the next area for further briefing.
Council staff were unable to stop or go back to previous areas
for detailed viewing, unless they queued up again at the sales
offices.

The importance of flow-control arrangement could be
appreciated, but prospective purchasers would not be able to
take a closer look or double check matters of concern under
such arrangement. Being able to conduct a meaningful
inspection of show flats is particularly important for prospective
purchasers of uncompleted residential properties. One-way
flow control arrangements as described above are a major
hindrance to the making of detailed inspections and are
prohibitive to well-considered decisions, particularly where this
rigid control is exercised together with high pressure sales
tactics.
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C. Unreliable or deceptive representations

-~ Unverifiable claims of limited supply and rising property
values: In many of the field visits, Council staff were told that
the flats of the development projects concerned were virtually
all sold (e.g. “only very few flats left”), that the price trend was
going up, and that there was a shortage of housing in stock in
the area. Some sales agents also tried to convince Council
staff that first-hand supply would be very limited, especially for
small size units or in the same district. Others claimed that the
developers intended to withhold their sales for future mark up.
Such claims were not substantiated, and in any event it would
be difficult for prospective purchasers to verify.

- High pressure selling to get deals on the spot: Council staff
were told to make a quick decision on the spot to place deposit
in advance in order to hold their preferred choice of flat. The
usual reasons given by sales agents were that they were not
able to hold a property for any length of time as “these
properties are hot, they are selling fast”, or “the discount to be
offered would be cancelled soon”. However, no information to
support the claims was provided. Similar observations were
made after the introduction of the new enhancement measures.

More examples of these sorts of unsubstantiated claims and
high pressure tactics are as follows:

e “The developer will soon increase the price of the subsequent
batch by X%.”

e “The price of the property will rise by X% after this week.”

e “Purchasers of the previous phase of the development have
already made an X% profit.”
e “Most of the flats on the price lists are sold.”

e “There are other prospective purchasers also interested in
this unit. You have to make up your mind quickly.”

e “You're the Xth one on the waiting list. If you make payment
now, we can guarantee that you will be the Xth one to
choose a desirable flat in tower Y when it is officially
launched for sale.”
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e “Placing a deposit with us will give you entitlement to choose
first when the sales are officially launched and a refund will
be given to you if you cannot select a suitable flat.”

e “You can make out a post-dated cheque or pay by credit card.
We will not cash your cheque or debit your card before the
confirmation of the deal. “

e “The special offer of X% discount has been cancelled a few
days ago due to high demand in sales. But I'll get the same
offer for you if you place a deposit now.”

e “Don’t worry about the mortgage loan. Mortgage facility has
been arranged for this development.”

e “A contract has been signed between the developer and X
company to provide a rental guarantee to purchasers of this
development project.”

D. Provision of sales brochures and price lists

- Lack of sales brochures and price lists at sales offices:
There were cases (before the introduction of the new
enhancement measures) in which sales brochures and/or price
lists were not available at the sales offices for collection by
prospective purchasers. Some of these cases were sales that
had been launched for some period of time. In such cases,
prospective purchasers could only rely on supplementary
information provided by sales agents. In one case, a hard copy
of the sales brochure was fastened to the sales desk for the
reference of prospective purchasers. In another case, when
Council staff visited a sales office in early June, they were
given a price list dated March 2010. It was later confirmed that
the price list supplied was not up-to-date.

- Timing of making available the sales brochure and the
price list: Where sales brochures and price lists were there for
distribution, they were not made available for pick up by
prospective purchasers as early as possible. In those cases,
they were only placed on the sales desks at the very late stage
before prospective purchasers left the sales offices, instead of
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being made available for examination before entering the show
flats. As a result, prospective purchasers did not have the
opportunity to bring sales brochures along with them for cross
reference when viewing the show flats.

E. Information on prices and units for sale

Limited pricing information available for consideration: In
some cases price information was only provided for a few
“‘indicative” flats that were of the same design and size.
Council staff requested details on the prices for the
corresponding flats on upper/lower floors for reference but were
told by the sales agents that the prices would be similar.
Council staff were not given the opportunity to consider the
price of another flat other than the “indicative” flats and were
told about similar prices when it is a known industry practice for
prices to vary depending on the level on which a flat is situated.

In one case, the sales agent obtained from the developer a
“tailor-made” price list for Council staff. It was uncertain to
Council staff if the units shown on the price list represented
only the units allotted to that particular sales agent, or all unsold
units of a certain size on certain floors.

Availability of unofficial pricing information: In some cases,
property information in the form of handouts, including
development floor plans, price lists and the flats available for
sale, that Council staff received did not come from developers
but had been prepared by sales agents. According to the sales
agents, the handouts were prepared to supplement sales
brochures and price lists issued by developers, and were
designed exclusively by the sales agents so as to provide
prospective purchasers with easy reference on the availability
of flats that the estate agencies involved were selling.

A recent complaint revealed that there were differences in the
floor plan arrangements (Annex 2) prepared by an estate
agency as compared to the information given by the developer
when responding to a media enquiry.

Lack of certainty over the price level: There was one
previous case in which the developer concerned withdrew its
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price list after announcement of sales, in order to make an
upward adjustment in price.

F. Availability of transaction information

- Availability of unofficial transaction information: Council
staff received a few handouts from sales agents with
information showing which units were sold (those crossed out
from their “price lists”), which units were still available, and their
prices. The sales agents stated that the information provided
by them was the latest transaction information available and
could provide to prospective purchasers an easy reference on
the availability of flats.

However, some differences were found in the sale prices (or
quoted prices) as well as units sold, between the information
provided by the sales agents and the official transaction record
downloaded from the developer’s website (Annex 3). Some of
the quoted prices were in fact only a close proximation of the
actual transaction prices. In addition, some units crossed out in
the price lists were in fact not yet sold.

- Lack of accurate transaction information for reference: In
some cases Council staff were told by sales agents that units
on a certain floor/block or of a certain size in a development
were sold out, without stating the information source or making
it clear whether all the units on that floor or in that block or of
that size were sold out, or whether only the units allocated to
the sales agents were sold out. As a result, Council staff were
unable to get clear and up-to-date information at the sales
offices to be certain which units had been sold and their sale
prices.

The Council received a complaint about inaccurate reporting of
sales performance data in newspapers. A development was
reported to have sold over 900 units ( XX i %ﬁ*} “F1{*) but the
figure was actually only 844 units according to the transaction
records on the developer's website. The consumer concerned
was of the view that there should be a control on accuracy of
sales performance data to prevent the general public from
being misled.
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- Difficulty in checking out transaction information at the
time of sales: In some cases, it was observed that the
transaction information was in a pile of papers stuck to the wall,
or on a board at the sales offices. The information was neither
easy to examine, nor available for prospective purchasers to
take away to seek advice or do research. In other cases,
information on units sold was provided through television
sets/computers located at the sales offices but was not easily
accessible, or was not intended for the use of prospective
purchasers. During the vast majority of the field visits, the
availability of official transaction information was not made
known to Council staff by any sales agents.

- Transaction information removed from a developer’'s
website: In one case, transaction information was not made
available at the time when a developer decided to “temporarily
close” a development for sale. Prospective purchasers in other
developments were therefore unable to make comparative
reference to any previous transaction records in that
development.

2.10 The above examples are indicative of the sort of practices that prospective
purchasers of first-hand private residential properties face when examining properties
for sale. The practices vary from those that either confuse or frustrate, to those
which are possibly misleading and deceptive. Either way, they are not conducive to
making informed decisions and may seriously lead prospective purchasers into
making inappropriate buying decisions.

2.1 Prospective purchasers need appropriate and accurate property information,
and should therefore have access to adequate information sources. They also need
protection from being deceived or placed in a disadvantageous position. Not only
would accurate property information assist in individual decision making, but it would
also remove market distortions by minimizing the incidence of panic buying in the
property market that results in unwise purchase decisions.
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3. Brief Review of Existing Controls - Which areas require further improvement?

3.1 In order to examine if existing controls are adequate in protecting the
interests of prospective purchasers, this section examines existing controls governing
the protection of prospective purchasers of first-hand private residential properties.

Clear guidelines regarding pre-launch activities of first-hand properties

3.2 Under the Lands Department’s Consent Scheme, no sale or reservation of
units shall begin in any way whatsoever before a Consent to Sell.

3.3 Broadly speaking, there is a restriction on the launching of sale or
reservation of units by a developer or its agents in any form or manner prior to the
Lands Department’s issue of the Consent to Sell. According to the Estate Agents
Authority’s (EAA) latest practice circulars on first sale of residential properties, sales
agents should not solicit or accept deposits from a prospective purchaser without the
developer’s authorization. However, during its field visits, the Council came across
instances of sales agents accepting or collecting a reservation fee, deposit or other
consideration from prospective purchasers, although the Council could not be certain
whether the sale agents concerned had obtained authorization from the relevant
developers to do so before the commencement of the sale.

3.4 Nevertheless, a question arises as to whether the collection of deposits
could become a marketing tool to boost sales and prices through making public
announcements of the number of cheques received or number of reservation forms
received prior to an official launch of sale.

3.5 With regard to the practice of releasing “intentional prices” to the market
before the commencement of sales, the Council understands that there is an
undertaking by REDA to the Government that developers should refrain from giving
“‘indicative prices” or “reference prices” specific to any particular unit prior to the
release of a price list. However, the Council’s review of property related news found
that there were cases in which disclosure of “indicative prices” or pricing in similar
terms was made in promotional materials. Having said that, it is almost impossible to
verify whether it was the developers, market analysts or reporters who were
responsible for the release of and description of those prices.

3.6 The Council considers that sale activities that are commenced well before
an official launch of flat sales, whether they take the form of accepting a deposit or
any other form, and the releasing of “intentional prices” or pricing in any other
imprecise terms (whether or not to test the market response) are not conducive to
enhancing the clarity of information provided to prospective purchasers. It is clear
that a stronger form of control on the conduct is required.
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Removing impediments to viewing show flats

3.7 At present, there are certain regulations of the manner in which show flats
are presented. For example, there are requirements under the Consent Scheme of
submitting the location of the proposed sales office for approval of the Police, and
ensuring its size is sufficient to accommodate all prospective purchasers so as to
avoid any queues extending outside the sales office.

3.8 One of the Government’s initiatives (in response to consumer complaints of
not being able to take measurements in show flats) requires developers to allow
prospective purchasers to take photos and measurements in show flats. This will
enable prospective purchasers to correctly assess whether the dimensions of a flat
can meet their needs, and to make comparisons with other flats on offer at the time.

3.9 In the past, inspecting show flats served limited purpose for prospective
purchasers because it was difficult to ascertain the difference between the show flats
and the actual flats that would be handed over to purchasers. The Council therefore
supports the Government’s enhancement measure requiring developers to provide
show flats of handover standards. In other words, the fittings and finishes in at least
one of the show flats must resemble those in the actual flats for handover.

3.10 Notwithstanding the above, the Council’s field visits identified other
practices which the Council considers require attention. Specifically, conditions or
restrictions placed on prospective purchasers, by way of

e requiring questionable personal registration procedures, and

e imposing obstructive one-way flow control arrangements for viewing of
show flats

are not conducive to making informed and unimpeded comparisons with other
developments.

3.11 Some of the practices are claimed to facilitate control of visitor flows, or are
claimed to be security measures. However, the Council is concerned whether some

of the measures said to be administrative are in fact aimed at

e collecting information that can be used later for future marketing
tactics or pressure selling, or

e impeding prospective purchasers from freely inspecting show flats in
detail.
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3.12 There is a need to strike a balance between crowd management and the
time allowed for prospective purchasers to remain inside for detailed viewing of show
flats and related facilities/building models at sales offices.

Controls over unreliable and deceptive representations

3.13 As gathered in the Council’s field visits, and from complaints made to the
Council, sales agents might create anxiety and attempt to induce prospective
purchasers into hasty purchase decisions by making unreliable, and possibly
misleading, representations. This can often be done through withholding material
information, or remaining silent on some aspects of a potential sale that would
discourage a prospective purchaser from proceeding with a sale. In addition, the
following conduct is seen of sales agents dealing with prospective purchasers:

e speculating on the possibility of future rising property prices;

e claiming that purchasers of flats in a previous phase of the
development have already made a profit;

e falsely claiming most of the flats on a price list are sold;
e exaggerating the interest of other prospective purchasers in a flat;

e dishonestly guaranteeing that a prospective purchaser who places a
deposit or makes some other consideration will be given preferential
treatment in choosing desirable flats;

e falsely claiming that even though discount offers have discontinued
because of high demand, a sale can still be effected at a discount if a
deposit is made; and

e falsely claiming that finance is not a problem because a mortgage
facility has been secured.

3.14 Some of the representations noted in the field visits are little more than
typical sales agent’s embellishment of the truth and an unfortunate characteristic of
dealing with over zealous sales agents. However, other representations can have a
material effect on a purchase decision, particularly where some benefits are claimed
or implied to arise through making a commitment to purchase. In the case of the
latter, prospective purchasers might be led to err and deceived into making an
unwise purchase potentially damaging to their interest.

3.15 The conduct of sales agents in their promotional activities and matters
related to the provision of property information are set out in the EAA’s practice
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circulars on first sale of residential properties. For instance, under the practice
circulars, when sales agents provide information to prospective purchasers about
properties, they must not make any representation that may mislead prospective
purchasers. Estate agencies or individual estate agents/salespersons are subject to
disciplinary actions under the Estate Agents Ordinance (EAQO) if they are found to
have breached the stipulations under the EAO and the subsidiary regulations.

3.16 However, there is a defence of due diligence available to estate agencies
under the EAO if they can show that they have taken all steps reasonably open to
them to avoid a mistake from occurring. In effect, this negates the possibility of an
estate agency being brought to task where one of their sales agents has made
misleading representations. This is because the estate agency merely has to
establish that it disapproves of such conduct and that the sales agent concerned was
not acting with the authority of the estate agency insofar as the representation was
concerned.

3.17 The conduct of real estate developers is governed by REDA. REDA
currently administers guidelines and REDA will refer non-compliant cases to a
Compliance Committee for deliberations as necessary. The Compliance Committee
(which comprises neutral non-REDA members) may determine sanctions against
developers found to have breached the stipulations under REDA's guidelines,
including issuing warning letters or reprimanding them privately or in public.

3.18 According to a statement provided to LegCo by the Transport and Housing
Bureau, REDA received about 30 complaints in relation to the sales of uncompleted
private first-hand residential properties from 2007 to 2009. It was stated that the
nature of and the findings on those complaints did not require the cases to be heard
by the Compliance Committee.

3.19 However, it is apparent that the preliminary examination to determine
whether complaints should be referred to the Compliance Committee does not
involve non-REDA (i.e. neutral) members. The absence of a neutral element in the
preliminary decision making process renders the neutral element in the compliance
process useless, because the risk of bias towards not sanctioning members is left
unchecked at the preliminary examination stage. The fact that, as noted above, no
complaints have been referred to the Compliance Committee does nothing to allay
the suspicion that a bias could exist to prevent complaints from being referred to the
Compliance Committee. The Council considers that the essential element of
neutrality, found in the Compliance Committee’s process, should also apply to the
preliminary examination of complaints because both processes are equally important
in the delivery of satisfactory outcomes, and both should observe the principle of
neutrality.
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3.20 There is legislation in Hong Kong that deals generally with false and
misleading representations. The Trade Descriptions Ordinance (TDO) provides that
it is an offence, in the course of trade or business, to apply a false trade description
to any goods. As it regulates trade descriptions of goods only, criminal sanction
cannot be invoked against misrepresentation or misleading conduct in the sale of
residential properties through the TDO.

3.21 The Misrepresentation Ordinance (MO) provides that where a person has
entered into a contract after a misrepresentation has been made and the
misrepresentation has become a term of the contract, or the contract has been
performed, or both, then, the purchaser will be entitled to rescind the contract without
alleging fraud. However, prospective purchasers of properties to whom misleading
information has been given would find it difficult to rely upon the MO to protect their
interests. In the sales of residential properties, representations made by sales
agents are mostly oral. If the false statement is not in writing and does not form part
of the contract, there will be difficulties in establishing that it was made, and precisely
what was said or communicated.

3.22 Furthermore, even if a court is satisfied as to what was said, the purchaser
may not be able to show that the statement induced the purchase decision. In order
to be actionable, the inaccurate statement must be a statement of fact and not of
opinion. An example of a questionable statement is found in description of the sales
performance of a development project where statements such as “these properties
are hot, they are selling fast” are often used.

3.23 In 2008, the Council issued a report “Fairness in the Marketplace for
Consumers and Business” which examined deficiencies in the existing legal
framework for addressing unfair practices in Hong Kong. A comprehensive trade
practices statute was recommended in the report, with the objective of covering all
manner of goods and services purchased by consumers, including private residential
properties, and to prohibit the making of misleading or deceptive representations or
engaging in misleading or deceptive conduct. For example, prohibiting outright the
making of false representations on price, or misleading consumers through silence or
other indirect means.

3.24 The Council urged in the said report that such a law be introduced to fill
gaps in existing legislation and industry rules. It is noted that the Government’s
recently released consultation paper on amendments of the TDO has set out that
property transactions and other sectors which are under sector-specific regimes are
not to be brought under the ambit of the expanded TDO.

3.25 Since the new enhancement measures to be implemented through the
Lands Department and REDA have not been in place for long, the Council considers
time should be given to see if the existing measures are effective in rendering greater
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protection of the interest of prospective purchasers of first-hand private residential
properties. Should the measures prove to be ineffective, the Council is of the view
that public consultation should be launched to put to public discussion whether Hong
Kong needs to have independent legislation to address problems in the property
market. In any event, it appears to the Council that the only effective means to tackle
misrepresentation in respect of sale of first-hand private residential properties lies in
having an independent legislation specific to the real estate sector.

Provision of sales brochures and price lists

3.26 With regard to a “public sale”, as required under the Consent Scheme, sales
brochures and price lists of uncompleted flats offered for sale must be made
available to prospective purchasers at the developer’s sales office not less than 7
working days before the commencement of a “public sale”.

3.27 On the other hand, in case of a “private sale”, as specified in REDA’s
guidelines, sales brochures and price lists should be made available to prospective
purchasers at least 24 hours before the commencement of “private sales” of all
uncompleted first-hand residential properties.

3.28 Currently, with regard to all sales, irrespective of public or private sales,
developers are required to provide on their websites and in sales offices the sales
brochures at least 7 days prior to the commencement of a sale, and every price list at
least 3 days prior to the commencement of sale.

3.29 Nevertheless, these requirements are only relevant to the sale of
uncompleted residential properties, and only help consumers know about the
development project and the time when the developer will put the development on
sale.

3.30 Moreover, as observed in the field visits to a few developments, either sales
brochures or price lists were made available to prospective purchasers, especially in
cases where sales had been launched for some period of time. There is no
requirement to make price lists and sales brochures available at the sales office for
distribution to prospective purchasers when units in a development are open for
inspection and sale, or for sales brochures and price lists to be made available
throughout the entire sale period.

3.31 The availability of sales brochures and price lists is critical for the purposes
of inspecting flats that are offered for sale, and for making comparative assessments
of competing developments. As such they should be made available to prospective
purchasers throughout the course of their decision making, particularly at the
developer’s sales office.
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3.32 The Government’s enhancement measures requiring developers to
concurrently post sales brochures and price lists on the respective developers’
websites, and to lengthen the time of making available sales brochures and price lists
prior to the sale, will enhance information transparency and are definitely useful to
prospective purchasers.

3.33 However, as observed in many of the field visits, sales brochures and price
lists were only placed on the sale desks at the very late stage before prospective
purchasers left the sales offices. Although sales brochures and price lists are to be
posted on developers’ websites, the Council holds the view that such information, in
hard copy form, should also be made available to prospective purchasers at the
sales office before the viewing of show flats.

3.34 Making it a requirement for hard copies of sales brochures and price lists to
be made available to prospective purchasers at the time of sale would meet the
needs of those who, for example, do not have access to computers and printers to be
able to download relevant information from developers’ websites, or those who do
not know how to use them. In addition, and more importantly, having hard copies
available at sales offices would also enable prospective purchasers to make
comparisons with the information that is presented on a developer’'s website, given
that the developer can amend or remove information from time to time. Hard copies
made available at sales offices would provide confirmation of representations made
by developers or their sales agents.

Complete information on prices and units for sale

3.35 To make an informed choice of whether to buy any property, prospective
purchasers must be able to ascertain the price and the actual units available for
selection. However, as observed in the field visits, not all information given to
prospective purchasers was reliable — information was sometimes incomplete, and
might have become inaccurate due to time lags.

3.36 The Government’s latest enhancement measures, implemented through
REDA’s guidelines, require developers to release more units onto the market at the
time of first price list for each batch, as follows:

e from the present 20 units or 20% of the units in the first batch to a
minimum of 30 units or 30% of the total number of units put up for sale
in each batch (whichever is the higher) for small-scale development
with less than 100 units in total; and

e a minimum of 50 units or 50% of the total units put up for sale in each
batch (whichever is the higher) for large-scale development with 100
units or more in total.
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3.37 Even though there will be comparatively more units available for selection of
prospective purchasers under the enhancement measures, the Council takes the
view that disclosing information on all units available for sale and their prices will
remove uncertainty and ambiguity as observed in the field visits. Furthermore,
prospective purchasers should be informed of the prices of all units put up for sale
and provided with timely updates on unit availability. The requirement of making
pricing information available on the developers’ websites will be of use to prospective
purchasers if such information is made handy at the time of sale for their reference,
and that the information is up-to-date to allow prospective purchasers to keep track of
the available units for their selection.

3.38 According to the EAO, estate agents are prohibited from issuing
advertisements, including promotional materials, which are false or misleading and
on which the consent of the developers have not been obtained. The Council
considers it undesirable for sales agents to distribute unauthorized materials (i.e.
their own materials), to prospective purchasers at sales offices. The Council holds
the view that sales agents should only give out information on the basis of that
contained in the sales brochures and price lists, as well as those on the developers’
websites. If sales agents choose to prepare their own handouts, they should use the
most updated information and state the date and the source of information on which
they rely.

Provision of timely and useful transaction information

3.39 At present, a prospective purchaser or the general public can have access,
subject to a fee, to the Land Registry’s database to inspect official records of property
transactions. However, the time gap between entering into a transaction and the
record appearing in the database can be very long, as developers are only required
to register the duly signed Agreement for Sale and Purchase (ASP) of uncompleted
first-hand residential properties with the Land Registry within 1 month from signing
the Preliminary Agreement of Sale and Purchase (PASP) 2.

3.40 In order to reduce such a time gap, the Government introduced the “5-day
disclosure rule” in late 2009 under which developers are required to make available
transaction information in the sales office and their websites within 5 working days
after signing the PASPs. At present, developers and purchasers will normally sign
the ASPs within 5 working days after signing the PASPs. The developers can
remove transaction information from their development websites upon registration of
the respective ASPs in the Land Registry.

2 Upon receipt of the agreement for registration, the Land Registry will, in the evening of the
same day, update the Land Register concerned. The record of transaction concerned will
be available for public inspection in the morning of the following day.
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3.41 To address concern about the accuracy of sales performance data in a
volatile property market, the Council considers that shortening the time gap (at
present as much as 5 working days) between the sale of a flat and the release of the
transaction record on developers’ websites should be considered. This would enable
the public to more quickly confirm whether developers have actually sold their
properties for the price they claimed and to have accurate property information to
assist their purchase decision.

3.42 With regard to the problem that transaction information posted on
developers’ designated websites may be removed upon the registration of the
respective ASP with the Land Registry or when a development is temporarily closed
for sale, the Council considers that there should be means available to ensure that
prospective purchasers are able to freely check transaction information, even if the
developers have removed the information from their websites.

3.43 In April 2010, the Government strengthened the rule, and developers are
required to indicate, at the time when making transaction information public, those
transactions which involve members of the Board and their immediate family
members. While it supports the action taken by the Government, the Council notes
that the transaction information disclosed so far has only shown the date of
transaction and the transaction price of flats sold, without the flat size and payment
terms (including concession such as buy-back guarantees, discounted offer) which
would also be of use to prospective purchasers.
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4. Experiences in Comparable Jurisdictions - What can be learnt?

4.1 From the first-hand experience in field visits, study of complaints made to
the Council and related research, the Council has identified a number of areas where
consumers’ interests are not adequately served. These range from the lack of
helpful information on the state of the property market as a whole, through to
unreliable and misleading information being provided in relation to flats for sale in
individual developments.

Misleading and deceptive conduct

4.2 As noted earlier, the trade practices statute proposed by the Council in 2008,
aimed at prohibiting the making of misleading or deceptive representations or
engaging in misleading or deceptive conduct, would provide a safeguard against
some of the undesirable sales practices that detrimentally affect consumers’
purchase decisions. Similar legislation can be found in other comparable advanced
economies from which Hong Kong has drawn legislative precedents, such as
Australia, Canada, the UK and US.

Availability of comprehensive market information

4.3 In addition to tackling the problem of misleading and deceptive practices,
consumers’ interests in respect of first-hand private residential property sales would
also be vastly enhanced if there is in place a centralized platform that provides
consumers with property market information that is comprehensive, accurate,
authoritative and timely, to assist in their decision making.

4.4 Hong Kong’s first-hand private residential property market is characterized
by having a relatively small number of developers constructing multi-storey
residential units. As such, it is quite unlike that found in other jurisdictions such as
the UK or US, where a multitude of vendors offer for sale freehold and free standing
houses and town houses in addition to multi-storey residential units. In these
jurisdictions, the feasibility of providing a centralized platform of market information is
severely curtailed by the diverse source of supply.

4.5 On the other hand, there are other jurisdictions that have first-hand private
residential property market characteristics similar to Hong Kong, and which provide a
centralized property market information platform for the use of prospective
purchasers. For example, Singapore and some major cities in Mainland China — e.g.
Beijing, Guangzhou, Hangzhou, Shanghai and Shenzhen have property information
online systems in place to enhance the transparency of property information. These
systems are operated by their local governments. Taiwan has also recently
announced the intention to introduce a property information platform.
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4.6 Generally, the above-mentioned property market information platforms
provide for public use, and in varying degrees of disclosure, details on

e development projects (including type and location of the project,
number of units and area information); and

e their availability for sale and property transactions (including date of
sales, number of units launched for sale, number of units sold and
their transaction prices).

4.7 The systems also provide categorization and search functions enabling
users to have more control over the information that is critical to their purchase
decisions. For example, information on new development projects that are ready for
sale, and aggregated data on the number of units available for sale by district.

4.8 A description of the system in different jurisdictions is in the following.
Singapore

4.9 The Urban Redevelopment Authority (URA) is Singapore’s national land use
planning authority. The URA website (www.ura.gov.sg), launched in 1996, is an
initiative owned by the URA. URA provides comprehensive real estate information to
enhance the transparency of the property market and to facilitate developers, home
buyers and the general public in making informed decisions on land development,
property investment/purchases and leasing.

410 The website provides one-stop service enabling users to search for and
access a diversity of information from URA. The range of information includes:

e Property market updates — Basic information on prices, rentals,
vacancies, supply and stock of private residential, commercial and
industrial properties (updated every quarter).

e Private residential projects in the pipeline — List of private residential
projects in the pipeline, development status  (under
construction/planned or with permission), name of developer, number
of units and expected year of completion (updated every quarter).

e Prices of units sold by developers — List of uncompleted and
completed private residential properties, total number of units in the
project, number of units launched, sold and unsold in the month,
cumulative to date for each project as well as sale prices are provided
based on returns submitted by developers for the month (released
every month).
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e Information on property transactions — Details of private residential
properties that were transacted with caveats lodged and transacted
prices for each property (updated twice a week).

4.11 URA also provides a subscription-based service for users who need more
detailed information. The service is called the Real Estate Information System
(REALIS).

Mainland China - Beijing

4.12 Beijing’s property market information system “J=fiff| 5 9E % qu“[ﬁ is
hosted by the city government authority.

413 After a developer obtains a sale (or pre-sale) permit from the relevant
government department, the developer is required to notify the authority on posting of
the following information on the system for public use.

e [nformation about the development, including name of the developer,
name of the property, location of the property, type of the property,
number of building blocks, number of floors, area information, number
of units and their selling price; and

e [nformation about property transactions, including date of sale,
number of units for sale, number of units sold and their average selling
price (reported within 24 hours of signing agreement, information
updated the next day).

4.14 The property market information website also provides other information,
including details on new development projects that are ready for sale, second-hand
residential properties, statistics on market trends, and aggregated data on the
number of units available for sale by district. For details, see www.bjfdc.gov.cn.

415 Other cities, for example, Guangzhou, Hangzhou, Shanghai and Shenzhen,
have put in place similar property market information online systems.

4.16 Recently, the State Council of the Mainland has made an announcement
" B S Tk B ’%Féfw? RS g B9 ] 38 T AR IEVRUSE v AT that developers must
disclose at one time the full price list of all available units within certain days after the
issue of a pre-sale permit.
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Taiwan

417 The Executive Yuan of Taiwan announced in mid April 2010 the setting up
of a comprehensive property market information platform to be hosted by the Ministry
of the Interior for distribution of various types of property information including
property transaction information for public use. See www.ey.gov.tw for details.

Analysis of the various property information systems

4.18 A comparison table can be found in Annex 4 which sets out information
provided on the various property market information systems adopted in Singapore,
Beijing, and Hong Kong. The following provides a summary of the pros and cons of
the respective systems from the perspective of consumers, with a view to assessing
what can be learnt for improvement to be made in the case of Hong Kong.

Pros Cons
Singapore
* URA Website  Consolidated website « Pricing and transaction
convenient to use information not timely
» Authoritative information enough
» Comprehensive
information on pricing
and unit availability
» Free access
Beijing
« Beijing Real Estate » Consolidated website
Transaction Network convenient to use
Gl ﬂJ P E D H’%Tfi' « Authoritative information
D) » Comprehensive and
timely information on
pricing and unit
availability
» Free access
Hong Kong
» Rating & Valuation Dept's * Authoritative information | ¢ Some have cost
property market statistics implication to users
« Buildings Dept’s property « Information not centralized
completion data « Transaction information
 Lands Dept’s presale not timely
consent data * Information not
 Transport & Housing comprehensive (no
Bureau’s information on individual pricing and unit
private housing supply in availability)
primary market
» Land Registry’s property
transaction records
« Individual developer/ * Free access « Information accuracy not
project websites guaranteed
« Information may be
removed from website at
any time
« Information not
comprehensive
* Non-designated website
may be hard for users to
find
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419 The systems in Singapore and Beijing provide the most transparent and
comprehensive range of property market information, including units sold and
transaction prices, through government-led websites. Beijing’s system provides the
most up-to-date property transaction information as developers are required to enter
daily transactions for information updates on the following day. Both the Singapore
and Beijing systems provide the average price of properties sold, which could, for
example, enable the general public to assess if an exceptionally high asking price is
justified, or whether it is a speculative price that has more to do with creating an
illusion of sales success and a rapidly rising market.

4.20 Locally, Hong Kong consumers may be able to access similar data but the
information is not easily aggregated and is scattered amongst a large number of
sources °. Apart from some limited existing property information channels, Hong
Kong does not have a centralized system to disseminate useful property market
information for the convenient use of the general public which could improve market
transparency and efficiency to the same degree as seen in the above-mentioned
jurisdictions.

4.21 At present, prospective purchasers and the general public can pay an
access fee for individual property transaction records in the Land Registry’s database
for transaction records. However, as noted above, there is a time lag of almost a
month. Since December 2009, developers have been required to upload all property
transactions onto their websites within 5 days of a transaction taking place. However,
information on the number of units launched, sold, and currently unsold for each
project, as well as sale prices, is not required and may be difficult for prospective
purchasers to find in a timely manner.

% Existing property information channels are the Rating and Valuation Department on
monthly update of certain statistics including prices and rents, sales transactions and
completions on an aggregated basis, and information released by the Lands Department on
monthly update of presale consent issued, Buildings Department on private residential
completion, and various developers and sales agents websites.
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5. Recommendations

5.1 The information collected for this report highlights a number of areas where
there is clearly room for improvement in the provision of property market information.
For that reason, the Council makes the following recommendations for the
Government and industry to consider.

Clear guidelines regarding pre-launch activities of first-hand properties

Recommendation 1: Developers and sales agents should refrain from
releasing unofficial “intentional prices” or using any other imprecise terms
relating to the potential price of flats to be offered for sale, and from taking a
deposit or any other consideration, before an official launch of flat sales.

5.2 At present, it is difficult for prospective purchasers to find out whether
developers or sales agents have released false information for the purpose of
creating the impression of a robust market and thereby talking up property prices and
sales. For example, it is common that “intentional prices”, “reference prices” or
“‘indicative prices” for particular units of a development are disclosed prior to official
release of a price list. Such disclosures may inflate prices and heighten market

sentiment.

5.3 When this conduct is combined with offers by sales agents to accept a
deposit or similar consideration, it compounds the anxiety amongst prospective
purchasers to move quickly on a purchase. This only exacerbates the potential for
artificially inflated prices, and may lead to unwise purchases. (Paragraphs 3.2 to 3.6
refer)

5.4 There may be practical difficulty in effectively preventing such price
information from being circulated in the market as it is almost impossible to verify
whether it is the developers, market analysts or reporters who are responsible for the
release of those prices. However, the Council is of the view that it is important for the
Government to send a clear message of its disapproval of releasing confusing and
possibly misleading pricing signals to the market.

Recommendation 2: If “private sales” are to be allowed, they should be
properly defined, and an upper limit on the percentage of units available for
“private sale” should be reinstated.

5.5 As found from the Council’s field visits, sale for most of the development
projects under study was promoted as “private sales” but the units concerned were
found to be in fact open for sale to the general public. In these circumstances, a
question arises as to whether describing sale of units as “private sale” when they are
in fact generally available is a deceptive ploy. (Paragraph 2.9 Part A refers)
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5.6 The Government has suggested that its requirement of making price lists
public at least 3 calendar days in advance of the commencement of sale when selling
any number of units to any party should be able to address the concern with the
definition of “private sale”. However, the Council is of the view that describing sale of
units as “private sale” when they are in fact generally available plainly is a
misdescription of the real situation. Accordingly, the question remains as to how this
form of blatant misuse of terms in advertising possibly giving rise to
misrepresentation should be addressed.

5.7 The Council recommends that the Government make it clear whether
“private sales” are allowed to exist, and if so, set clear rules to circumscribe “private
sale”, namely to:

e reinstate an upper limit on the percentage of units available for “private
sales” (for example, 5%);

e require developers to make clear to the public in the case of “private
sales” the proportion units covered in those “private sales” bear to the
total number of units available in the whole project;

e require developers to separate “private sale” and “public sale”

performance data when providing official sales data; and

e require developers to correctly state the status of units on offer, such
as whether units have been reserved in any form (e.g. withheld by
developers or sales agents for their private clients) before the
scheduled sale date, whether the units for sale form the first batch
released, or whether they are residual units for sale, etc.

5.8 Introducing proper definition of so called “private sales” and placing upper
limits on their availability will go some way towards checking the potentially
misleading marketing practice in the industry. The Council is of the view that a
distinction between “public sale” and “private sale” should be clarified and enforced
accordingly.
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Removing impediments to viewing of show flats

Recommendation 3: Measures should be introduced to ensure prospective
purchasers have sufficient time for viewing of show flats, i.e. to discourage
the setting of conditions or restrictions for prospective purchasers, such as
imposing onerous registration and appointment procedures, and imposing
obstructive one-way flow control arrangements for the viewing of show flats.

5.9 The Council's past experience and current field visits (before the
Government’s introduction of the new enhancement measures) found that the
procedures by which a few sales offices guided the activities of prospective
purchasers when viewing show flats created an environment that was not conducive
to making careful and considered purchase decisions.

5.10 Apart from being subjected to over zealous sales chatter, free movement of
prospective purchasers through the viewing area was hindered through one-way flow
control arrangements which prevented them from easily going back to reinspect
some property features. In addition, onerous registration requirements, such as
handing over ID cards, were also reported.

5.11 Such procedures raise anxiety levels on the part of prospective purchasers
and can also prevent competition from operating effectively in the market, since
purchase decisions are swayed more by questionable sales tactics rather than close
inspections of potentially suitable properties and correct assessment and comparison
of different properties on offer in the market. The Council considers that measures
need to be introduced to ensure prospective purchasers have sufficient time for
inspecting show flats, to enable them to undertake comprehensive inspections.
(Paragraph 3.17 to 3.12 refer)

Controls over unreliable and deceptive representations

Recommendation 4: Sales agents should refrain from distributing
unauthorized materials (i.e. their own materials) to prospective purchasers at
sales offices, unless there is an accompanying statement quoting the date
and the source of the information.

5.12 The Council’s field visits and complaints indicated that some sales agents
played on the natural anxiety of prospective purchasers, and attempted to induce
them into making hurried purchase decisions by speculating on matters such as
future rising property prices and scarcity of supply. In some cases, to establish their
point, sales agents supplied handouts they prepared, in addition to the sales
brochures and price lists. (Paragraphs 3.35 to 3.38 refer)
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5.13 The existence of this sort of unofficial information, particularly in the context
of high pressure sales chatter, simply adds to the anxiety and confusion that can
arise in making a purchase decision. The Council therefore recommends that the
distribution of unofficial materials by sales agents should be prohibited, or at the very
least that any information not officially produced by the developer should, apart from
having the consent of the developers, include a qualification that the information is
not official, and that the material prepared should clearly indicate the basis upon
which the information relies.

Provision of timely and useful transaction information

Recommendation 5: An online “Property Market Information Platform” (PMIP)
should be established to enable the general public to obtain, through an
independent and authoritative source, comprehensive property market
information regarding first-hand private residential properties in Hong Kong

5.14 In its 1996 report “How Competitive is the Private Residential Property
Market?”, the Council recommended, amongst other proposals, that the Government
should facilitate consumer access to reliable property information by allowing public
access to a centralized housing property database that provides information on the
property market and housing development data.

5.15 The Council reiterates its previous recommendation of improving the flow of
property information by setting up a centralized property information platform for
public use to provide accurate, up-to-date and authoritative information about the
property market.

5.16 The Council strongly believes that an online “Property Market Information
Platform” (PMIP) should be established to enable the general public to obtain
through a ‘one-stop’ service comprehensive property information, and such a
platform will also enable the Government to monitor transactions in the first-hand
private residential property market in Hong Kong. To ensure that the PMIP
commands credibility and recognition, the Council considers that it should be set up
and managed by an authoritative and independent body, for example, the
Government.

5.17 The proposed PMIP should pull together existing data of developers on an
individual development project basis, and relevant information provided by various
government departments. The PMIP should provide prospective purchasers with a
timely benchmark of current transaction prices and unit availability concerning
residential development projects, and there should be the requirement that
information be posted on the platform within 24 hours (real time in the long run) after
the signing of a PASP, as well as after signing of ASP.
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5.18 The PMIP should provide full and complete information, from initial to post-
sale stages, covering when a sale will be launched, the number of units that have
been launched and sold and transaction prices. All transactions should be
categorized according to value, unit size, district, date, transaction type, etc.

5.19 An example of the type of information to be covered in the PMIP (Annex 5)
is as follows:

Market trend - General property market statistics and information,
including development projects in the pipeline, expected date of
completion, number of units etc.

Pre-sale stage - Details of individual development projects such as
property name, location, total number of units in the project, sales
brochures, etc.

Offer stage - Developments on offer in the market, sale status, sale
launch date, number of units launched for sale and their prices, unit size,
etc.

Post sale stage - Transaction date, transaction price, price per square foot,
payment terms, number of units sold, cancellation rate, etc.

5.20 If the PMIP is in place, prospective purchasers can have access to
information released in the PMIP, rather than relying solely on information from
media reports, which may highlight only the prices of the most expensive units sold in
selected projects, or made up of possibly dubious opinions from sales agents. The
PMIP can show, for example, that record high prices for a development project apply
for very few units only and are significantly higher than the median price, and
prospective purchasers can be put in perspective of the average price of a typical
unit within the project. Prospective purchasers would also be able to see whether
there are new private residential projects in the neighbouring areas where prices may
be at a more affordable level. (Paragraphs 4.3 to 4.21 refer)

5.21 While the proposed PMIP is designed primarily to provide a complete
picture of the property market for the benefit of prospective purchasers, the system
would also enable the Government to monitor information accuracy as well as
industry compliance with the various rules and regulations in existence.

5.22 The Council understands that the establishment of the proposed PMIP
requires immense manpower and capital resources, and professional know-how to
collect, verify and update information. There is also the issue of legal liability on the
accuracy of the information. But the benefits of such a platform to various parties as
well as to the economy as a whole should not be brushed aside. It will be particularly
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instrumental in view of great public concern regarding recent incidents of cancellation
of alleged sales, and also the drop in Hong Kong’s real estate transparency ranking
(according to a recent global real estate market study).

Provision of sales brochures and price lists

Recommendation 6: Sales brochures and price lists should be made
available at sales offices for distribution to prospective purchasers at the
time of sale (i.e. throughout the entire sale period) and should be made
available before the viewing of show flats.

5.23 The Council observed that at a few developments (before the introduction of
the new enhancement measures), either sales brochures or price lists were made
available to prospective purchasers, and they had to rely on supplementary
information provided by sales agents. In one case, a hard copy of the sales brochure
was supplied and fastened to the sales desk for general reference by prospective
purchasers. Where sales brochures and price lists were available for distribution,
they were placed on the sale desks at the very late stage before prospective
purchasers left the sales offices, instead of being made available for examination
before they entered the show flats. As a result, prospective purchasers did not have
the opportunity to bring sales brochures along with them for cross references when
viewing the show flat.

5.24 Current rules only require sales brochures and price lists to be made
available prior to the commencement of sale and they only apply to the sale of
uncompleted residential properties. As this is a requirement beneficial to prospective
purchasers, the Council considers that it should be extended to cover completed
residential properties as well. Moreover, the sales brochures and price lists, for both
completed and uncompleted residential properties, should be made available to
prospective purchasers at the sales office before the viewing of show flats. This
would facilitate the process of making informed decisions and would also assist
either those who do not have access to computers and printers to be able to
download relevant information from developers’ websites, or those who do not know
how to use them. It would also enable prospective purchasers make comparisons
with the information that is presented on a developer’s website or generally in the
show flats. (Paragraphs 3.26 to 3.34 refer)

Recommendation 7: The time gap (currently up to 5 days) between the sale of
a flat and the release of the transaction record on developers’ websites and

the proposed PMIP should be shortened.

5.25 Timely information is often critical for making a wise purchase decision,
especially where pressure is being placed by sales agents to commit to a deal.
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5.26 The Council therefore recommends that developers be required to post
property related information (including price lists, the number of units available for
sale and transaction information) on the PMIP once the information is made available
to the market (i.e. to post after signing of a PASP or ASP). This is in addition to
providing the information on developers’ websites and displaying at the sales offices.

5.27 This would enable the public to more quickly confirm whether developers
have actually sold their properties for the price they claimed to be selling at, and to
have accurate property information (e.g. the units available and the offer price) to
assist in their purchase decisions. (Paragraphs 3.39 to 3.43 refer)

5.28 The Council has come across the view that if there is a requirement for
developers to make transaction information public within 24 hours after signing the
PASPs, the information to be made public will be premised on PASPs which may not
be entirely correct as some transactions may not proceed. Transactions will be more
likely to proceed to completion after the ASP has been entered into because by then
the purchasers will have made a larger payment. Therefore, for certainty of
information, it would be more useful to have reference to transaction information
which is set out in ASPs instead of PASPs.

5.29 Moreover, taking into account the need to make timely information available
to prospective purchasers to facilitate their purchase decision, the Council considers
that requiring developers to post information about transaction cancellation on the
PMIP may help address the concern about inflated sales or inaccurate transaction
information resulting from uncompleted transactions. Take Beijing as an example,
Beijing’s Real Estate Transaction Network has in place some measures such as
issue of public notices on violations by developers in respect of reporting false sales
through repeatedly posting and withdrawing offers from the transaction network, and
providing sales performance data that do not match the sales records on the city’s
information network.

Complete information on price and units for sale

Recommendation 8: A facility for prospective purchasers to examine the
PMIP be provided at the time of sale.

5.30 Presently, prospective purchasers rely on information in sales brochures
and price lists, and material supplied by sales agents whose main concern is to
procure a sale. The problem of the making of misleading claims on pricing and
availability of units, future performance and so on can be contained, and the anxiety
that is caused by lack of verifiable information can be alleviated, if prospective
purchasers are able to check on a range of related matters at the time of sale.
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5.31 The proposed PMIP is aimed at providing an extensive source of
information. The Council therefore recommends that the PMIP must be provided in
real time at the sales office where a prospective purchaser pays a deposit or enters
into an agreement. Having this facility on site and readily accessible will enable
prospective purchasers to consider a range of relevant information, thereby assisting
them to make an informed choice. This would strengthen prospective purchasers’
confidence in the accuracy of information upon which their purchase decision is
based.

Strengthen the existing complaint handling mechanism

Recommendation 9: An element of neutrality should be introduced in REDA’s
preliminary complaints screening process.

5.32 Prospective purchasers need the assurance that there are safeguards in
place to properly handle complaints, for example regarding misleading information in
the sale of private residential properties. The Council recommends that measures be
undertaken now to provide some safeguards for consumers by strengthening the
existing industry measures that address misleading and deceptive conduct in the real
estate sector.

5.33 Currently only developers and their staff or agents are involved in examining
whether complaints to REDA should be followed up. The Council considers that the
absence of a neutral element in REDA’s preliminary decision making process (noted
at paragraphs 3.17 to 3.19 above) should be addressed. The absence of neutrality
at the preliminary complaint examination stage renders the neutral element in the
compliance process useless. The Council recommends that the essential element of
neutrality, which can be found in the process of REDA’s Compliance Committee,
should also apply to the preliminary examination of complaints, since both processes
are equally important in the delivery of satisfactory outcomes, and both should
observe the principle of neutrality.
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6. Conclusion

6.1 The Council considers that the above recommendations to be both pertinent
and proportionate in protecting consumers who are making what is likely to be the
single most expensive purchase in their life, and who at present are not likely to be in
a position to get clear, accurate and comprehensive property information to facilitate
their purchase decision.

6.2 The Council believes that these recommendations will address the current
concerns of the public, remove ambiguities and enhance market transparency and
consumer protection. Consumer rights in relation to the important decision of
acquiring a property will be served through:

e (Clear pricing and unit availability
e Timely and accurate information
e Useful and readily available information
e Information from reliable source

July 2010
Consumer Council
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Annex 1: Extracts of the Real Estate Developers Association of Hong Kong’s
guidelines on sale of uncompleted residential properties (June 2010)

REDA Guidelines on
Sale of Uncompleted Residential Properties
- Nine Additional Measures

Preamble

All the following measures shall apply to flat sale of all uncompleted first-hand private
residential properties on or after 1 June 2010, and Measure (3) for show flats which are
opened to members of the public for the first time on or after 1 June 2010.

Measures

1. Members should duly observe REDA’s guidelines in selling uncompleted first-hand
private residential properties.

2. Members should indicate, at the same time when making public the transaction
information under the existing “five-day disclosure rule” on transactions, those
transactions which involve members of their Board and their immediate family
members.

. Members of the Board shall include all executive directors (E4{THES), non-
executive directors (FEEIFTEDZY) and independent non-executive directors

(FILFERI TE D).
. Immediate family members shall mean parents, spouse, sons and daughters.

. A revised template for disclosure of transaction information is at Annex A. For
the avoidance of doubt, the “five-day disclosure rule” applies to all types of
transactions.

. For an en-bloc sale which is based on an aggregate amount of considerations
instead of a flat-by-flat amount, members may simply show the total number of
flats involved, the aggregate amount of considerations and the date of signing the
PASP/ASP instead of a flat-by-flat transacted price. It should be listed in the
register of transactions whether the en-bloc sale involves members of the Board
and their immediate family members.

. For the units disposed of by public auction or tender which is based on an
aggregate amount of considerations instead of a flat-by-flat amount, members may
simply show the units concerned, the aggregate amount of considerations and the
date of signing the PASP/ASP instead of a flat-by-flat transacted price. It should
be listed in the register of transactions whether the sale involves members of the
Board and their immediate family members.

3. Show flats, if provided, should comply with a list of requirements as stipulated in
Annex B, including the requirement that there should be at least one show flat
showing the same conditions of the actual flat to be handed over to buyers upon
completion in respect of internal partitions, fittings and finishes, and complimentary
appliances (i.e. the unmodified show flat).
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If only one show flat is provided, it should be an unmodified show flat.

If two show flats are provided, one of them should be an unmodified show flat.
The remaining one should mirror that unmodified show flat (i.e. of the same type
of flat having the same size of the unmodified show flat).

If three show flats are provided, one of them should be an unmodified show flat
and another one should be a show flat which mirrors that unmodified show flat.
The third one may be a modified show flat or an unmodified show flat of a
different unit from that pair of unmodified show flat and its mirrored flat.

If four show flats are provided, two of them should be a pair of unmodified show
flat and its mirrored flat. The remaining ones may be two modified show flats of
different types of units from the pair of unmodified show flat and its mirrored flat.

In providing the third and the fourth show flats members are encouraged to
furnish them as another pair of unmodified show flat and its mirrored flat, so that
altogether there will be two different pairs of unmodified show flat and mirrored
flat.

For small-scale development, the minimum number of units to be included in the first
price list will be 30 units or 30% of the total number of units put up for sale in each
batch, whichever is the higher. For large-scale development, the minimum number of
units to be included in the first price list will be 50 units or 50% of the total number

of units put up for sale in each batch, whichever is the higher.

The sale of “houses” so categorized in the Deeds of Mutual Covenant will be
exempted from this specific requirement on the minimum number of flats in the
first price list.

This requirement applies to the first price list of every batch of units put up for
sale.

Small-scale development means a development (or a phase of a development
project) with less than 100 units in total.

Large-scale development means a development (or a phase of a development
project) with 100 units or more in total.

Following is an illustration. A large-scale development comprising 1,000 units in

total is built in two phases, comprising 500 units in each phase. For the first
phase, member may split the sale of the 500 units into four batches, each batch
therefore comprising 125 units in total. The first price list of each of the four
batches should contain at least 63 units, i.e., 50 units or 50% of the total number
of units put up for sale in each batch, whichever is the higher.
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+ For a small-scale development or a specific phase of development comprising
fewer than 30 units in total, members should include all the units in the first price
list.

Sales brochures should be made public 7 calendar days prior to the commencement
of sale.

.  Further requirements on sales brochures:

- information on the range of thickness of the non-structural prefabricated
external walls of each block and the total area of the non-structural
prefabricated external walls of each unit should be provided in the section on
“Design of the Development and Property Management™ at the front part of
the sales brochure.

. Hard copies of the sales brochure should be made available at the sales office(s)
for prospective flat buyers’ free collection, and also made available to estate
agencies commissioned by members at least 7 calendar days prior to the
commencement of sale.

» A hard copy of the sales brochure should be made available to the Consumer
Council, the Estate Agents Authority, the Transport and Housing Bureau and the
Lands Department (LACO) when they are made public.

Members should make public the price list at least 3 calendar days in advance of the
commencement of sale when selling any number of units to whichever parties.

+  Details of the payment terms (including details of all promotional and preferential
offers) should be provided in the price lists.

+  All price lists should follow the standardized price list template.
Hard copies of the price list should be made available at the sales office(s) for
prospective flat buyers’ free collection, and also made available to estate agencies
commissioned by members at least 3 calendar days prior to the commencement of

sale.

Promotional materials of the development should clearly provide the name of the
district where the development is located and the address of the development.

+  This requirement applies to printed promotional materials and advertisements
only.

. Reference should be made to the relevant Outline Zoning Plan(s) for the
corresponding district where the development is located.

Members should adopt the postal address of the development as confirmed with
the Rating and Valuation Department. The postal address shown in printed
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promotional materials and advertisements should be exactly the same as that
shown in the section on “Basic Information of the Development” at the front part
of the sales brochure.

. For printed promotional materials and advertisements of a size of a half page
standard newspaper or smaller, the font size of the name of the district and the
mailing address should not be smaller than 10.

«  For printed promotional materials and advertisements of a size larger than half a
page of a standard newspaper, the font size should not be smaller than 12.

8. Members should concurrently upload the sales brochures and all the price lists onto
their websites.

.+ Members shall upload the sales brochures and price lists onto their own websites
or their parent companies’ websites as appropriate. It should be the same website
which carries the transaction information under the “five-day disclosure rule”.

« Sales brochures should be uploaded onto the designated website 7 calendar days
prior to the commencement of sale. Each and every price list should be uploaded
onto the designated website 3 calendar days prior to the commencement of sale.

« For printed promotional materials and advertisements of a size of a half page
standard newspaper or smaller, the font size of the website address should not be
smaller than 10. For printed promotional materials/advertisements of a size larger
than half a page of a standard newspaper, the font size of the website address
should not be smaller than 12.

The website containing the electronic copies of the sales brochure and price lists
should be specified clearly and conspicuously in the printed promotional materials
and advertisements.

Members should also provide in the sales brochure the website address
containing the electronic copies of the price lists and the transaction information

under the “five-day disclosure rule”.

9. Members should provide on-site unit(s) at the development for the public to visit
when selling completed first-hand residential properties.

The Real Estate Developers Association of Hong Kong
1 June 2010
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Explanatory Note on the Additional Measures

1.  For uncompleted first-hand private residential properties sold to a single
purchaser on an “en bloc™ basis under a single transaction (i.e. selling any whole
block in a development of a specific phase of development to a single purchaser
under a single deal), only Measure (2) shall apply. But when the units sold on an
en-bloc basis are later put on sale to individual buyers in the market, the vendor
should observe all these Measures. The “en bloc sale” buyer should sign an
undertaking on this.

2. For uncompleted first-hand private residential developments in the form of
“houses” so categorized in the Deed of Mutual Covenant which are sold to a
single purchaser on an “en bloc” basis under a single transaction (i.e., selling all
the houses in a development to a single purchaser under a single deal), only
Measure (2) shall apply. But when the houses sold on an en-bloc basis are later
put on sale to individual buyers in the market, the vendor should observe all
these Measures except Measure (4). The “en bloc sale” buyer should sign an
undertaking on this.

3. For uncompleted first-hand private residential properties, including “houses”,
sold by way of public auction or public tender (i.e., selling any individual
unit/house in a development to any individual or company by way of public
auction or public tender), only Measure (2) shall apply. However, if the
aforementioned uncompleted properties are disposed of on an en-bloc basis (i.e.,
sold to a single purchaser by public auction or public tender), the requirement for
the “en-bloc™ buyer to sign an undertaking will apply.

(Annexes A and B can be downloaded from the Consumer Council’s website at
www.consumer.org.hk/website/ws_en/shopping_tips/services/2010060101.pdf)
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Annex 2: Promotional materials - floor plan arrangements

Announcement made by the developer confirmed that
the relevant unit is of two bedrooms

| s0m | 0 | w0 . S 65 W sem |
T | s IR 7925M M LM am |

------

al floor plan: Two bedrooms

| o
1M

Information obtained by complainant

from sales agent’s website

Floor plan information provided by sales agent:
four bedrooms
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Annex 3: Promotional materials - price list, comparison with transaction information provided on the relevant developer’s

website

Handout distributed by sales agents to

Council staff on 21 April 2010

(Lrw)

) ~m#BER.

Transaction information downloaded from
the development’s website on 6 May 2010

we | e | s o | T *’““iﬂ BV (3% ? Not known whether “last batch of units” referred to the total
e e ER_} SN number of unsold units in stock or the last batch of units allotted to
o L0015 A ARS000. @AISA the sales agents
@&, : SN_D/-%——HB%‘GGQ—M-\A#&Q%-—@%M
> 6 | D 36 5 47200008 4434000 8335
& T 0 | 38 8800000 | 500+ > |
= ;%_;_E 3 )‘» Bl e IRA 00 @7937
918’ ‘g E gg <’ ;’;‘:’g'ggg i ;’if\g'ggg @;ggf 2 Sales agent expressed that the units crossed out in this price list
6 E |38 s 79000003 7.508,000 2'817; had been sold. But according to the developer’s register of sale
R . B Y ——— provided on the website of the relevant development as at 6-5-2010
956 3/ C 383 8040000 000 | @7990 (i.e. 2 weeks later), no transaction had been recorded concerning this
. et e . Sl ol Lo 7557 unit.
3 E 32|% 7910000 |$ 7514500 | @7763
—> ; i
965 25 E @3l 50200008 654 600 T vem— 2 Unit sold on 24-3-2010 at $7,495,500 (not $7,800,000 or $7,410,000)
3 -E |36 |% 8080,000|$ 7676000 @7930
3 | E 338 |9$ 8140000 $ 7,738,000 @7989
o [-21 € 1355 8310000/$ 7894500 @031 2 Unit sold on 9-3-2010 at $7,305,500 (not $7,700,000 or 7,315,000)
983 | 2 | C |36 |$ 8360000 $ 7,942,000 @8079
2 1 C |38|% 8470000|$% 8046500 @8186 |
e300 LS RO (A0 [T T gR7 000 | @7500
2 E [31|$ 8220000|$% 7809000 @7648
1021' 2 | E [ 32.|$ 8370000|% 7951500 @7788
' E [/33 %5 8520000 |$ 8/103,500| @7937
2 | E |36|$ 8680000|$ 8246000 @8076
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Annex 4: Comparison table on the property market information systems in Singapore, Beijing and Hong Kong

(Information as at 30 June 2010)

Singapore Beijing Hong Kong
Name of Urban Renewal Authority Beijing Real Estate Rating & Valuation Department | Individual development
information | website Transaction Network www.rvd.gov.hk project websites
system / WWW.Ura.gov.sg (o] e H*ﬁ?i'ﬁ:[ﬁ) Buildings Department
website www.bjfdc.gov.cn www.bd.gov.hk
Lands Department
www.landsd.gov.hk
Transport & Housing Bureau
www.thb.gov.hk
Land Registry records
WWW.iris.gov.hk
Provided by | Urban Renewal Authority Beijing Municipal Housing and | Rating & Valuation Department | Individual developers
Urban and Rural Construction | Buildings Department
Committee Lands Department
Eh:IE: %"*D%i&ﬁ@?@ £ rﬁ) Transport & Housing Bureau
Land Registry
Types of a) Property market updates | a) Property market statistics a) Property market statistics a) Registers of agreements
information (market wide trends on (data on no. of (price, rent, vacancies & sales for sale and purchase of
available price, rental, vacancies, developments & units transaction) residential units (date of

supply & stock)

b) Private residential projects
in the pipeline (list of
major private residential
projects in the pipeline
including projects under
construction & planned,
details include no. of units
& expected year of
completion)

available in stock by district,
no. of units sold &
transaction information)

b) Development projects in the
pipeline (list of development
projects available for pre-
sale)

c¢) Details of individual
developments (sales status,
area information, no. of

b) Private residential projects
completion (no. of units
completed)

c) Pre-sale consents (for
uncompleted residential
developments & cases
pending approval)

d) Private housing supply in
primary market (aggregated
data on no. of units

agreement, property
details, sale prices)

b) Prices of units available
for sale
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c) Prices of units of private
residential properties sold
(list of uncompleted &
completed units, no. of
units launched, sold &
unsold for each
development, no. of units
launched/sold as well as
sale prices submitted by
developers for the month)

d) Private residential
property transactions with
caveats lodged (details of
properties with caveats
lodged within the last 12
months)

units for sale & offer prices)
d) Property transactions (date
of sales, no. of units
sold/unsold & average
transaction prices,
cancellation rate)

commenced construction, no.
of units completed & no. of
unsold units)

e) Individual property transaction
records (property address,
date of agreement,
transaction price)

Cost No access fee No access fee No access fees for a) - d) No access fee
implication Access fee involved for e)
Update a) Every quarter a) Every day/month/quarter a) Every month/year (depending | a) Within 5 days after
frequency b) Every quarter (depending on the types of on the types of information) signing of preliminary
c¢) Every month information) b) Every month agreement
d) Twice a week (caveats b) On-line update c) Every month b) 3 days prior to
are lodged at least 2-3 c¢) On-line update d) Every quarter commencement of sale
weeks after a purchaser d) On the following day e) On the day following
signed an option to (information to be submitted lodgement for registration
purchase at the show within the same day for (time lag of about 1-month
flats) immediate update by the time from signing of
next day) preliminary agreement to
registration with the Land
Registry)
Remark Beijing — Measures to be taken in case of violation of regulations (e.g. to create false sales by repeatedly posting &

withdrawing offers from the network, to supply sales performance data that do not match with the sales records on the
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network):

- To make public notice on violation cases ““fi| a4 (5 LLf - 27 =
- To impose administrative penalties & recorded in enterprise creditability report “ 3 |5 [ffi %™
- To prohibit developers from market sales or disqualify sales persons from registration, in cases of serious or repeated

breaches

Consumers can report complaints or violations through the network.

From a consu

mer’s point of views

Pros

* Consolidated website
convenient to use

o Authoritative information

» Comprehensive
information on pricing &
availability

* Free access

» Consolidated website
convenient to use

 Authoritative information

» Comprehensive & timely
information on pricing &
availability

* Free access

o Authoritative information

e Free access

Cons

* Pricing information not
timely enough
» Not compulsory to lodge a

caveat for all property
purchases

» Some have cost implication to
users

« Information not centralized

» Transaction information not
timely

* Information not
comprehensive (no individual
pricing & availability)

« Information accuracy not
guaranteed

« Information may be
removed from website at
any time

« Information not
comprehensive

* Non-designated website
may be hard for users to
find
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Annex 5: Proposed templates of “Property Market Information Platform”

The following provides some proposed templates as to the types of property market information to be covered in the “Property Market
Information Platform”. Many of the information is presently scattered amongst a large number of sources as mentioned in the study report.

1) Market trend

General residential property market statistics
By District By Flat Area Size
Price | Rental Supply | Sales Transaction | Vacancy
($ per sq.ft.) (No. of flats)

XXX

XXX

XXX

Overall

2) Residential development projects in the pipeline

Upcoming supply

Development Developer Location District Total No. of Flats Development Status Expected
Name Name (planned / under construction / Construction
pre-sale consent applied) Completion Date

Development A

Development B

XXX

XXX

XXX
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3) Residential development projects on offer

Sale Launch
Development | Developer | Location Sale Sale Area | Total Flats Flats Flats Offer | Purchase | Cancellation
Name Name / District | Launched Status No. | Launched | Sold | Launched | Price Price Rate
Date (open/ of for Sale but Unsold
temporarily Flats
closed/ a [4.1] [4.2]
closed) (No. of flats) (Min,Max,AvgPrice
per sq.ft.)
Development A
Development B
XXX
XXX
XXX
4) Individual residential property transactions
4.1 Unit availability
Unit availability for Development A
Tower Floor Flat
L] Unit available for sale (LINK to ‘Price List’ E)
[ ] Unit sold — PASP / ASP signed (LINK to ‘transaction records’ [4.2])
XX 1 A B C D E F G H
XX 2 A B C D E F G H
XX XX A B C D E F G H
XX XX A B C D E F G H
XX XX A B C D E F G H
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4.2 Transaction records

Transaction records for Development A

Date Property Particulars Purchase Price Price Payment Terms Cancellation | Reason for
(Tower, floor, flat, area) per sq.ft. (including concessions such Date Cancellation
as discount, buy-back
guarantee, etc)
PASP ASP
XXX XXX
XXX XXX
XXX XXX

Sales Brochure

Price list

PASP — Preliminary Agreement for Sale and Purchase
ASP — Agreement for Sale and Purchase

Other features
GRAPH showing historical trends
SEARCH function by development name, location, district, transaction date, flat, purchase price, cancellation date, etc
SORT function by property name, district, developer name, area size, price, transaction date, flat, purchase price, cancellation date, etc
HYPERLINK to relevant government authorities and individual development websites for further details
REPORT complaints

1

A WO N

)
)
)
)
)

a1
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