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Legislative Council Panel on Housing
Arrangements for Selling first-hand Residential Units
Purpose
This paper updates Members on the situation of monitoring
sales of first-hand private residential properties.

Background

2.

Since 2001, the Real Estate Developers Association of Hong

Kong (REDA) has established a self-regulatory regime asking its
members to comply with the guidelines issued by REDA when they put
up uncompleted residential units for sale.

Last year, in response to

public concerns over arrangements for selling uncompleted residential
properties, the Administration urged REDA to review its guidelines.
REDA responded positively and announced a set of more detailed
guidelines on 24 June 2005.

Copies of REDA’s guidelines issued in

2001 and 2005 are at Annex 1 and Annex 2 respectively.

3.

REDA’s guidelines ask developers to include essential

information in sales brochures for prospective purchasers’ reference.
This information includes: a location plan, floor plans, information on
fittings and finishes, floor areas, dimensions of car park spaces, salient
terms of the land lease and the Deed of Mutual Covenant, anticipated
completion date of the buildings and facilities, information on
management fees, etc.

REDA’s guidelines also ask developers to

provide a copy each of the land lease and the Deed of Mutual Covenant at
their sales offices for prospective purchasers’ perusal.
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4.

Since August 2001, the Administration has set up a website and

a telephone hotline to receive complaints from the public relating to sales
brochures of uncompleted residential properties.

Follow-up actions are

taken based on the complaints received.

5.

Aside from REDA’s self-regulatory regime, the Consumer

Council plays a key role in promoting consumer education, reminding
prospective property buyers of the things they need to pay attention to
before purchasing properties.

The Estate Agents Authority (EAA) has

also stepped up enforcement actions and has been taking measures to
raise the calibre of estate agents.

The above three-pronged approach

serves to protect the interests of prospective property purchasers.

6.

Furthermore, where the developments are governed by the

Lands Department’s Consent Scheme, the Lands Department will take
appropriate action against developers, if they are reported to have
committed any breach of the requirements of the Consent Scheme. In
case of minor breaches of the Consent Scheme (e.g. disclosure of
incomplete information), the Lands Department may warn and require the
developers concerned to rectify the information. In the case of the more
serious breaches, the Lands Department may suspend or withdraw the
consent and make it a condition of reinstatement that the developer must
advise purchasers of their right to rescind the Agreement with full refunds
plus interest. In the most serious cases, the Lands Department may
consider that a breach would justify re-entry under the lease.

Latest Position

Sales arrangements after announcement of REDA’s new guidelines
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7.

Since REDA issued the more comprehensive guidelines on 24

June 2005, there have been discernible improvements in the arrangements
for selling uncompleted residential properties.

During this period, we

have received seven complaints relating to sales of first-hand residential
units.

We have taken follow-up actions in respect of six of the seven

complaints, and the complainants concerned have not made further
enquiry. As for the remaining case, the complainant has only recently
provided us with details of the case, and we are now following up on the
information.

Details of the above complaints are set out in Annex 3.

Widening scope of information disclosed in sales brochures

8.

In response to media coverage about information disclosed in

sales brochures, we have put forward our concerns to REDA.

REDA

has agreed to ask its members to –

(a)

include in sales brochures information about “defect liability
period” for first-hand residential units; and

(b)

provide copies of the latest House Rules at the sales office for
prospective buyers’ perusal if some of the units are occupied
and House Rules are adopted.

The above arrangements provide more comprehensive information to
property buyers.

Disclosure of accurate sales figures

9.

To enable the existing monitoring mechanism to keep pace with

changing circumstances, we together with the Consumer Council and
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EAA, meet regularly with REDA to review the operation of the regime,
and to convey to REDA public concerns over the arrangements for selling
residential properties.

In the light of the community’s recent concerns

about sales arrangements for first-hand residential units, we have urged
REDA to look into ways to further improve the current regime.

In views

of recent reports regarding disclosure of inaccurate sales figures, REDA
has undertaken to remind its members to –

(a)

ensure that disclosed sales figures are accurate; and

(b)

enhance clarity of sales figures by standardizing the definition
of “sales” to refer to the signing of a Provisional Agreement
for Sale and Purchase.

Consumer education

10.

The Consumer Council actively promotes consumer education

to remind purchasers to be mindful of how they need to protect their own
interests. Recently, the Consumer Council and EAA have jointly
published a checklist to be inserted in sales brochures, listing out the
things that buyers of first-hand residential properties should pay
particular attention to.

The checklist reminds buyers that they should

think carefully and make appropriate enquiry before purchasing
properties. A copy of the checklist is at Annex 4.

Conclusion

11.

We will continue to meet with the Consumer Council, EAA and

REDA on a regular basis to closely monitor the operation of the
self-regulatory regime and identify scope for further improvement to
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enable the regime to meet the needs of consumers and the real estate
sector.

If necessary, the Government would seek appropriate measures

to further strengthen the deterrent effect of the existing mechanism.

Housing, Planning and Lands Bureau
June 2006
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Annex 3

Complaints Received by the Housing, Planning and Lands Bureau
since REDA’s promulgation of the more comprehensive guidelines
on 24 June 2005
Gist of complaint

Reply /Follow-up actions

1. The developer did not provide a price Reply to complainant: The flat was offered
list.
for sale as completed flat. In response, the
developer said a price lists had been
prepared for the sales.
2. The developer did not provide a price Reply to complainant: The flat was offered
list.
for sale as a completed flat. In response,
the developer said price lists had been
prepared for the sales.
3. The complainant worried that the sale
unit might not be ready for
occupation
on
the
scheduled
completion date.

Reply to complainant: As the completion
date of the property was not yet due, the
complainant could further follow-up the
matter of the flat he brought was not ready
for occupation by the expected date. The
complainant has made no further enquiry.

4. The complainant had suffered losses Reply to complainant: Whether a
as a result of misleading information transaction had involved elements of a
provided in the sales brochure.
misleading nature is up to the court to
decide. The complainant had approach the
Small Claims Tribunal.
5. The complaint alleged that investors Reply to the Legislative Council Secretariat:
were misled by the developer’s Whether fraud and misrepresentation were
suspected market manipulation.
involved in the transactions should be up to
The Legislative Council Secretariat the court to decide in accordance with under
forwarded this complaint to Housing, the legislation concerned.
Planning and Lands Bureau and
asked for comments.
6. The materials used in the flats and
the design of the lobby are not what
the developer claimed in the
marketing.

Reply to the complainant: Purchasers may
consider taking legal action to seek damages
if they think misrepresentation was involved
in the sales.

7. The developer did not provide a price The complainant did not provide details of
list
complaint until June. Housing, Planning and
Lands Bureau is following-up on the
information received.
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