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Introduction 
 
 Inadequate and misleading sales information on uncompleted residential 
properties is of concern to prospective purchasers as they have no opportunity to view 
the properties before purchase.  Problems associated with the provision of inadequate 
and misleading sales information on uncompleted flats were rampant in Hong Kong in 
the eighties and early nineties.  Examples of complaints included inaccurate size of 
the property, misleading descriptions of fittings and finishes, as well as sketchy layout 
and location plans.  The problems were even more serious with overseas 
uncompleted residential properties sold in Hong Kong, particularly those located in 
the Mainland, where delayed completion and project failure often occurred due to 
financial problems faced by developers and a lack of control over property 
development in the host countries.  As the number of overseas uncompleted 
properties being put up for sale in Hong Kong and the value of these transactions grew, 
complaints about inadequate and misleading sales information also increased and 
there were calls for measures to address the problems. 
 
2. To tackle the problems, the then Attorney General and the then Acting Chief 
Justice referred to the Law Reform Commission (LRC) for consideration the law 
governing the protection of prospective purchasers of uncompleted property in 
relation to inadequate or misleading sales information or particulars in June 1992.  
LRC later appointed a subcommittee in November 1992 to first consider the sales 
descriptions of local uncompleted residential properties, and then of overseas 
uncompleted residential properties. 
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Consultation on the legislative proposals on sales descriptions  
 
3. LRC published the Report on Description of Flats on Sale (the First Report) 
in April 1995.  The LegCo Panel on Housing (the Panel) was consulted on the 
recommendations of the First report on 5 June 1995.  A summary of the First Report 
is in Appendix I. 
 
4. In December 1996, the Panel was briefed on LRC’s Consultation Paper on 
the Sales Descriptions of Overseas Uncompleted Residential Properties.  In 
September 1997, LRC published the Report on Sales Description of Overseas 
Uncompleted Residential Properties (the Second Report) and the Panel was consulted 
on 17 November 1997.  A summary of recommendations in the Second Report is in 
Appendix II. 
 
5. In March 1999, in the light of LRC’s recommendations in the First report, 
the Administration briefed the Panel on its plan to introduce the Sales Descriptions of 
Uncompleted Residential Properties Bill (the Bill).  Details of the Bill are in 
Appendix III.  After taking into account the views expressed by the Panel, the 
Administration revised the original proposals and published a White Bill 
(Appendix IV) for public consultation before introduction of the proposed legislation.  
A subcommittee under the Panel was formed to study the White Bill. 
 
6. On 10 July 2001, the Executive Council ordered that the need for the Bill 
should be reassessed in early 2002 in the light of the latest developments.  The 
reason might be that, despite detailed deliberations, a number of controversial issues 
exposed during the three-month public consultation exercise on the White Bill still 
remained.  According to the Administration, it would further look into the Bill to 
decide a number of controversial but key issues, such as the criminalization of certain 
breaches of the proposed legislation.  The matter was discussed by the Panel on 
18 July 2001.  In response to members’ concerns, the Administration affirmed that it 
would re-consider the introduction of the Bill in the event of recovery of the property 
market which warranted greater consumer protection.  It also undertook to brief 
members on the outcome of its review of the Bill in due course. 
 
7. In September 2002, LRC released the Report on Local Completed 
Residential Properties, which was the third part of its project on the sales descriptions 
of residential properties.  The Panel received a briefing on the report on 
6 January 2003.  At the meeting, a member expressed disappointment at the 
Administration’s failure to take forward recommendations in the First Report and the 
Second Report.  Another member however felt that implementation of LRC’s 
recommendations by legislation might not be necessary.  The Administration 
explained that there were divergent views on the recommendations.  A holistic 
approach had to be adopted in considering the recommendations in these three reports 
which were inter-related.  It also undertook to revert to the Panel in due course. 
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Discussion by the Panel 
 
Location plan, layout plan and floor plan 
 
8. The First Report stated that it would be too onerous to require developers to 
disclose the intended uses of the land outside the boundaries of the development, 
except the specific uses required by the Government Lease.  Purchasers should 
ascertain the land uses for themselves from, say, the latest issue of the outline zoning 
plans.  At the Panel meeting on 5 June 1995, members queried the rationale behind 
such a statement.  They stressed the importance of ensuring purchasers would have 
easy access to full details on land use. 
 
9. In the light of members’ view, the Administration prescribed in the Bill a 
requirement for a sales brochure to include a location plan showing the relevant 
development and its adjacent areas.  The plan should cover major communal 
facilities and uses of land known to the developer within the plan.  The sales 
brochure should also provide a layout plan of buildings within the development and 
where applicable, major roads, open areas, prominent transport, communal and 
recreational facilities as well as undeveloped land within the boundary of the 
development.  If specific covenants in the Government lease required the developer 
to put aside any land inside or outside the boundary of the development to particular 
uses, the developer should also state these uses in the brochure.  In addition, a sales 
brochure should contain floor plans which were drawn to scale, reasonably legible and 
show floor plans of all typical and non-typical floors, including rooftop, entrance 
floors and carparks. 
 
Floor area 
 
10. The First Report recommended that the measurement of floor area of 
residential properties for disclosure in sales brochures should be standardized.  In 
this connection, the Administration prescribed in the Bill a new definition of “building 
area” to replace “gross floor area” (GFA) which was commonly used in sales 
brochures but did not have a standardized method of measurement.  The term 
“building area” referred to the aggregate of the “saleable area” of a property plus the 
apportioned common areas which was for the common use and benefit of the 
development.  The term “saleable area” had been standardized and adopted in sales 
brochures and agreement for sale and purchase since the 1980’s.  “Saleable area” 
referred to the area contained within the enclosed walls of the unit measured up to the 
exterior face of an external wall or the centre line of a separating wall between 
adjoining units, as the case might be.  In other words, “saleable area” of a unit had 
included the thickness of external walls, internal columns and partitions.  The Bill 
further required the inclusion of “internal floor area” (IFA) in sales brochures which 
should be the area contained within the enclosing walls of a property measured to the 
interior face of the external wall or separating walls but included all internal partitions 
and columns within the unit. 
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11. At the Panel meeting on 1 March 1999, some members opined that IFA 
should refer to the area contained within the internal walls of property but excluding 
all internal partitions.  This would enable the purchasers to have a clear idea of the 
exact area which could be put to use.  Other members however pointed out that there 
were various technical and practical difficulties in measuring IFA accurately since it 
was not uncommon that the external walls of a high-rise building were thicker in the 
lower floors than those in the higher floors. 
 
12. Having regard to the views of the Panel and various sectors, the 
Administration revised the original proposals and included in the White Bill a 
mandatory requirement for the disclosure of “saleable area” and GFA.  GFA of a 
residential property was an apportioned share of the total domestic gross floor area of 
the development calculated in accordance with the Building (Planning) Regulations as 
approved by the Building Authority. 
 
13. At the Panel meeting on 7 April 2000, a member maintained that IFA should 
be used in sales brochures.  He even opined that the White Bill should require 
developers to guarantee that IFA of the completed properties would be as stated in the 
sales brochures.  Otherwise, developers should be required to adjust the property 
prices downwards as a remedy if the properties turned out to be significantly smaller.  
Another member however had no strong views on which terms should be adopted to 
express the floor area.  He held the view that the most important thing was to ensure 
an identical system of floor area measurement. 
 
Fittings, finishes and sample property 
 
14. The First Report recommended that there should be a list of specified 
fittings and finishes in all sales brochures.  All information in the sales brochure had 
to be accurate at the time of first sale of units in a development.  Advertisements 
(other than a sales brochure) for the public sale of flats by developers or the private sale 
of flats by property agents had to state that a sales brochure was available, and the 
information given in any advertisement had to be consistent with the information given 
in the sales brochure. 
 
15. In the light of the recommendation in the First Report, the Bill stipulated that 
a sales brochure should contain a list of fittings and finishes of the property.  If a 
sample property was built for inspection, it should be reasonably representative in its 
dimensions to the type of residential properties offered for sale.  The developer should 
display a notice at a conspicuous place in the sample flat stating the relevant floor areas, 
and whether the interior finishes, fittings, fixtures, appliances, furniture displayed in the 
sample property were included in the sales prices or were different from those of the 
properties offered for sale.  At the Panel meeting on 1 March 1999, members stressed 
the need that the arrangement of the furniture within a flat in a sales brochure should 
be drawn to scale. 
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Engagement of licensed estate agents in Hong Kong to handle overseas residential 
properties 
 
16. The Second Report recommended that any vendor of overseas uncompleted 
residential properties had to engage a licensed estate agent in Hong Kong if he wished 
to advertise those properties for sale in Hong Kong.  Any advertisement published in 
Hong Kong had to specify the estate agent and provide his licence number.  The 
agent would be under a duty to make available the sales brochure to the purchaser and 
to ensure that any information it contained was accurate.  The agent would be liable 
for any false or misleading information in the advertisement or in the sales brochure. 
 
17. At the Panel meeting on 17 November 1997, members expressed concern 
about the proposal to make estate agents primarily responsible for providing sales 
information, and to hold them liable for the accuracy of the information.  They did 
not agree that estate agents should be held liable for any acts of overseas developers in 
view of their intermediary role.  Individual members also proposed the following 
measures in dealing with the problems associated with overseas uncompleted 
properties - 
 

(a) exploring the viability of adopting the system where progress 
payments would be released to overseas developers in accordance 
with the actual progress of construction, and local solicitors would 
be appointed as the stakeholders in order to keep the stake held funds 
in Hong Kong; 

 
(b) prescribing regulations to restrict the sale of overseas uncompleted 

residential properties in Hong Kong with a view to arousing an 
awareness of the risks involved; 

 
(c) establishing a compensation mechanism in Hong Kong to deal with 

purchasers’ claims in the event of delayed completion or project 
failure; 

 
(d) identifying a local agent to be held solely responsible for problems 

arising from the sale of overseas properties; 
 

(e) stepping up cross-border co-operation with the Mainland authorities 
so that purchasers of properties in the Mainland could claim against 
parties concerned in accordance with the laws in both jurisdictions; 
and 

 
(f) lobbying the relevant Mainland authorities to have regard to the 

current practices in Hong Kong when finalizing their reform package 
on property transactions. 
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Subsequent developments 
 
18. Given the significant change towards a buyers’ market after the property 
slump in 1997, coupled with the voluntary compliance by private developers in 
response to the community’s demand for comprehensive and accurate information 
relating to flats for sale, the Administration considered that there was a reduced need 
for the Bill.  Besides, it had to further look into the Bill to decide on the following 
controversial but key issues - 
 

(a) whether the provision of inaccurate or incomplete sales information 
should be criminalized; 

 
(b) implications of exempting the Housing Authority/Housing 

Department from criminal liability; and 
 

(c) need to strike a balance between adequate consumer protection for 
home purchasers and interests of the real estate industry and 
professionals to maintain flexibility over residential construction 
projects. 

 
At members’ request, the Administration undertook to revert to the Panel in due 
course. 
 
19. A list of relevant papers with their hyperlinks at the LegCo Website is in 
Appendix V. 
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Appendix III 
 
 

Details of the proposed Sales Descriptions of  
Uncompleted Residential Properties Bill 

 
 

The proposed legislation will: 
 

(a) require developers to provide sales brochures regarding the sale of 
uncompleted residential properties; 

 

(b) require specified information be provided in sales brochures; 
 

(c) empower the Government to enforce the proposed legislation by 
investigating alleged breaches relating to non-provision of such 
information; 

 

(d) stipulate penalties for non-compliance; and 
 

(e) provide legal remedies for purchasers who suffer losses as a result of 
breaches or non-compliance. 

 
2. The specified information to be provided in sales brochures includes the 
following - 
 

(a) floor area; 
 

(b) fittings and finishes;  
 

(c) location plan;  
 

(d) layout plan;  
 

(e) floor plan;  
 

(f) carparking spaces;  
 

(g) permitted uses of the land where the property is situated;  
 

(h) salient conditions of the Government lease;  
 

(i) salient provisions in the Deed of Mutual Covenant;  
 

(j) defects liability period;  
 

(k) completion date;  
 

(l) slope maintenance;  
 

(m) price list and number of units put up for sale;  
 

(n) financial and mortgaging arrangements; and  
 

(o) supplementary charges payable on taking possession of the property. 
 











Appendix V 

Sales Descriptions of Overseas  
and Local Uncompleted Residential Properties 

 
List of relevant papers 

 

Council/Committee Date of meeting Paper 

Housing Panel 
 

2 December 1996 
 

LC Paper No. CB(1) 2067/95-96 
 
Minutes 
(http://www.legco.gov.hk/yr96-97/english/panels/hg/minutes/hg021296.htm) 
 

Housing Panel 17 November 1997 LC Paper No. CB(1) 275/97-98 
 
LC Paper No. CB(1) 491/97-98(05) 
(http://www.legco.gov.hk/yr97-98/english/panels/hg/papers/hg17114d.htm) 
 
Minutes 
(http://www.legco.gov.hk/yr97-98/english/panels/hg/minutes/hg171197.htm) 
 

Housing Panel 1 March 1999 LC Paper No. CB(1) 919/98-99 
(http://www.legco.gov.hk/yr98-99/english/panels/hg/papers/hg0103_7.htm) 
 
Minutes 
(http://www.legco.gov.hk/yr98-99/english/panels/hg/minutes/hg010399.htm) 
 
LC Paper No. CB(1) 1347/98-99(01) 
(http://www.legco.gov.hk/yr98-99/english/panels/hg/papers/hg01037a.htm) 
 

Housing Panel 7 April 2000 LC Paper No. CB(1) 1315/99-00(01) 
 
Minutes 
(http://www.legco.gov.hk/yr99-00/english/panels/hg/minutes/hg070400.pdf) 
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Council/Committee Date of meeting Paper 

Subcommittee to study the 
Sales Descriptions of 
Uncompleted Residential 
Properties White Bill 
 

28 April 2000 Minutes 
(http://www.legco.gov.hk/yr99-00/english/panels/hg/un_resid/minutes/un280400.pdf) 
 

Subcommittee to study the 
Sales Descriptions of 
Uncompleted Residential 
Properties White Bill 
 

16 May 2000 Minutes 
(http://www.legco.gov.hk/yr99-00/english/panels/hg/un_resid/minutes/un160500.pdf) 
 

Subcommittee to study the 
Sales Descriptions of 
Uncompleted Residential 
Properties White Bill 
 

13 June 2000 Minutes 
(http://www.legco.gov.hk/yr99-00/english/panels/hg/un_resid/minutes/un130600.pdf) 
 
Report 
LC Paper No. CB(1) 1936/99-00 
(http://www.legco.gov.hk/yr99-00/english/panels/hg/un_resid/report/a1936e.pdf) 
 

Housing Panel 18 July 2001 LegCo Brief HB(CR)3/2/9 
(http://www.legco.gov.hk/yr00-01/english/panels/hg/papers/brief.pdf) 
 
Minutes 
(http://www.legco.gov.hk/yr00-01/english/panels/hg/minutes/hg010718.pdf) 
 

Housing Panel 6 January 2003 LC Paper No. CB(1) 2597/01-02(01) 
 
LC Paper No. CB(1) 591/02-03(04) 
(http://www.legco.gov.hk/yr02-03/english/panels/hg/papers/hg0106cb1-591-4-e.pdf) 
 
Minutes 
(http://www.legco.gov.hk/yr02-03/english/panels/hg/minutes/hg030106.pdf) 
 

 
 


