





3. Aware of

the purchase methods

You should consider:

The practice circular (No. 17-03(CR)) stipulated by the
EAA sets out extensive guidelines on the sale of
uncompleted properties situated outside Hong Kong,
including requiring licensees to obtain a due diligence
report on the vendor and the related properties, and
obtaining legal opinion issued by a lawyer practising in
the place where the properties are situated, as well as
requirements on the issuance of advertisements and
sales information sheets

Even if licensed estate agents have complied with the
practice circular, there is no guarantee that the
property developer can assign the property on
schedule. If the developer fails to complete the
construction, the EAA will not be able to assist
purchasers to recover damages




financing arrangement

4. Review your

>> You should consider:

Be aware of the payment method designated by the
developer

The conditions for releasing the deposit paid to the
developer

As purchasers may not be granted mortgage loans in
Hong Kong for their properties situated outside the
territories, need to find out more about the
requirements and restrictions imposed by local
financial institutions and the related regulations on
mortgage applications by non-local purchasers

The impact of exchange rate




5. Think about

return of investment

You should consider:

{ Restrictions on investors or non-residents’ capital
liquidity (e.g. foreign exchange control) imposed by
the local government

 Local property-related tax system (e.g. property tax,
property appreciation tax, profit tax or even estate
duty)

{ Fees payable for attorney and other professional
services (including agent's commission)

 Whether the guaranteed return on investment offered
by the developer is legally protected and note the
developer's ability to fulfill its promise




5. Think about

return of investment

>)> You should consider:

. The rental income may differ from what is promoted.
Meed to study the local tenancy market as well as the
supply and demand of properties

. Pay attention to the transaction data of local properties
in the secondary market if your plan is to invest or resell
the property

{ Take the reselling cost into consideration also, e.g. tax,
other professional fees, and also restrictions on reselling




6. Cases sharing

Cage 1: Who is the real vendor?
H Please fill in

the reservation form
and pay the .,
“regervation fee'.

Two dif ferent developers?
Non-related?
Have I been deceived?




6. Cases sharing

Sales Exhibition

How much ground rent
will I have to pay for
this property each year?

The developer
will collect £ 300
for ground rent
each year.

Good.

I will pay the
“regervation fee”
first to purchase

the property.

i only applicable for the
firgt 10 years. Thereafte
the amount of rent will then
be increased proportiohately I would like to cancel

Seliciter h every 10 years. the deal and have my
. o “reservation fee” back!

o A few days later...
The ground rent of £300 q
/ ! =, r,




6. Cases sharing

Case 3: Where is the deposit?

I wish to buy
this property. What is
the custodian arrangement
for the initial deposit?

The agreement will
stipulate that the
initial deposit of the
purchaser is to be held
by the solicitors to
protect the interest
of the purchaser.

=

Agresment for

Deposit
Sale and Purchase

o A month later...
Here is my Agreement

for Sale and Purchase.

Has my initial deposit
been placed in an escrow Selicitor
accouht with the solicitors?

Oh, such an arrangement is not
stipulated in your agreement.
Your deposit is held by the
developer’s solicitors and could be

transferred to the developer
ahy time.

(4 Q?
Z S




6. Cases sharing

Case k: Loan-to-value ratio?

Moy Tknewihe Sales Exhibitior

amount of mortgage
loan I could obtain?

You could apply for
a mortgage loan of
up to 80% of
the property price.

® .G) )
Foreigh owhers are

o not eligible for a mortaage
loan of up to 80% of the

property price.Besides, based on

the valuation, the property value

iz less than the purchase price.

‘E@Q
® S

Staff of bank

>

The deal was cancelled due to an
insufficient loan amount; only

part of the deposit was refunded.




6. Cases sharing

" Case5: Completed or E:;'.'-?'C@JTIE{GS_FQ:-F;

Agent

I strongly recommend
that you buy this newly
completed property ih the US.
The location is good
and the return is high.

You only heed to pay

US$7,500 in advance as
the “pre-purchase fee” and
it could be handed over
very sooh. There are just
some ihterior decoration

works to be completed.

o A month later...

Hm...The property is
not yet completed!

That's good!
Here iz my cheque.

When will the
property be
handed over?

I want to cancel
the deal and
. get back my
pre-purchase fea"

N

@ a2

Sorry, ho cancellation :
or refund iz allowed.




6. Cases sharing

Case 6: Group buying fee?

rtiges
Mainland Frop‘?wr

Site AJisiting

o This shnp looks

Lei’s huv it. Mo problem.

Please pay
RMB ¥30,000

o asa

“aroup buying fee”

first.

B
ad

The developer does
hot charge buyer a
“group buying fee”




6. Cases sharing

Case 7: Guaranteed return really guaranteed?

Mr. A purchased a shop in an uncompleted shopping mall
ih the Mainland and concurrently sighed a “rent-back
agreement” with the management company .

According to the agreement, the management company
would handle the leasing of the shop for Mr A and
pay him the interest and the rent regularly.

A few monhths later-:-

What is happening with
the management company?
I have hot yet
D received the remittance

for this month.

Mr. A went to the shopping mall site and found
that the management company had closed down ' '

ahd the construction of the shopping mall had =
nhot yet started. Q/




6. Cases sharing

The cases contained in this booklet involved different
countries or places but were all complicated in nature.
The descriptions of the cases have been simplified and
theu do not cover the whole case. Readers should note
that the function of the EAA is to regulate the practice
and conduct of licensed estate agents but only some
of the above cases involved licensed estate agents.
Therefore, the EAA is unable to handle or follow up on
all the above cases. Moreover, it is outside the EAA’s
purview to represent or assist purchasers in recovering
losses and damages suffered by them in their
transactions.




EAA consumer education website:
http://outsidehk.eaa.org.hk

The website contains related articles,
highlight videos of public seminars,
commonly seen risks in cases and
some useful links about purchasing
properties in different regions.
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