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Practice Circular on the sale of
uncompleted properties situated outside
Hong Kong has come into eftfect
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[To buy or not to buy

s the concern about Hong Kong people buying uncompleted
Aproperties situated outside Hong Kong (“UPOH") continues and
some UPOH offered for sale in Hong Kong are handled by licensees,
the EAA issued a new Practice Circular on the sale of UPOH (No. 23-02
(CR)) (“Circular") last December and the Circular has come into effect
on 1 July 2024. The Circular aims to strengthen consumer protection
within the EAA's purview and improve the requirements in the old
guidelines to provide better practices and measures for adoption by
licensees in their handling of the sale of UPOH.

In this issue of Horizons, we will highlight the key points of the Circular
to remind all licensees to comply with the new guidelines. In addition,
licensees are strongly advised to visit the EAA's website for details of
the Circular, the related Q&As and the summary checklist for reference.

Highlights of the Circular
Requirements on advertisements and promotional materials

e Estate agency companies’ must not issue an advertisement or
any promotional material wholly or partly relating to their estate
agency business (also covering information on the vendor and the
UPOH) which includes any statement or particular that is false or
misleading in a material particular.

e Estate agency companies must, before issuance of advertisements
and promotional materials, obtain the vendor’s express endorsement
in writing of the accuracy and completeness of the information
contained in such advertisements and promotional materials.

e Estate agency companies must include certain information in the
UPOH advertisements and promotional materials, which must also
be presented or displayed in a specified manner. Such information
includes the EAA's bilingual caution to consumers: “To buy or not
to buy non-local off-plan properties? Assess the risks before

you buy! EI/MERLEIEE ? sHBREKREFE | .
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Legal opinion on material information

e Licensees must obtain a legal opinion issued by a lawyer practising
in the place where the UPOH is situated, covering:

(a) due diligence on the vendor and the UPOH confirming:

- that the vendor is: (i) in existence; (ii) legally entitled to develop
the UPOH; and (iii) legally entitled to sell the UPOH;

- the vendor’s source of funds or financial arrangement with
regard to the completion of the UPOH;

- the relationship between the vendor and the developer, if
they are not the same person/entity; and

- the key information of the development of which the UPOH
forms part;

(b) whether there is any form of restriction(s) for foreign purchasers
to (i) purchase; (ii) resell; (iii) lease; and (iv) mortgage the UPOH
according to the laws of the place where the UPOH is situated;
and if so, the nature of such restriction(s); and

(©) whether there is any mechanism in place to safeguard the
deposits or part payments made by the purchaser according
to (i) the laws of the place where the UPOH is situated; and
(ii) the terms of the relevant sale and purchase agreement (if
any) which shall not be in conflict with the laws of the place
where the UPOH is situated; and if so, the particulars of such
mechanism and how the deposits or part payments will be dealt
with pending completion of the purchase.

Sales documents to be provided to purchasers

e licensees must provide the following documents to purchasers
before they enter into any agreement or make any payment in
relation to the purchase of the UPOH (whichever is the earlier):

(@) a copy of the legal opinion on material information and the
valid practising certificate of the issuing lawyer including their
English or Chinese translation, if applicable;

(b) a separate written warning statement; and
(c) asales information sheet.
Arrangements on taxation, payment and financing

e Licensees should advise purchasers of the need to seek independent
professional advice on the types and amounts of taxes or levies that
they may be liable to pay in respect of their own case.
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"Estate agency companies” refers to those firms or companies which are licensed estate agents under the Estate Agents Ordinance.
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e Licensees should only provide information on payment arrangements
and details based solely on the information provided by the vendor.

Licensees must not make any assurance on mortgage terms.

e Licensees must inform purchasers in writing (before they make any
payment of moneys) to whom the payment will go, its purpose, and
whether it is refundable.

Enhance public awareness of the risks involved

In order to enhance public awareness of the risks associated with
purchasing UPOH and the importance of appointing a licensed estate
agent, the EAA has, in the last few months, put up advertisements in
different places including on the internet, on outdoor billboards as well
as on public buses of KMB, LWB, and Citybus by way of stickers behind
the seats.
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