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Payment Arrangements for Property Transactions (PAPT)

To embrace the digital payment age and enhance customer protection in property transactions, the banking industry has introduced
PAPT to provide customers with an additional payment arrangement through bank-to-bank electronic fund transfer as an alternative
to the existing arrangement. PAPT is fully supported by the Hong Kong Monetary Authority and the Hong Kong Association of Banks,
and its scope has been expanded from refinancing transactions to include the sale and purchase (S&P) of residential properties in
Hong Kong’s secondary market.

Benefits of PAPT to Customers

= Enhance payment efficiency
PAPT streamlines the fund flow of mortgage loan in property transactions, thereby saving time.

Improve payment Security
PAPT reduces payment-related risks through direct bank-to-bank electronic fund transfer.

L
Ce Same-day settlement of funds
|v Vendors can expect to receive the balance of sale proceeds by the end of the completion day.

Key Eligible Criteria for using PAPT

S&P transactions of residential properties in Hong Kong’s secondary market (including car parking spaces in residential
buildings whether independently or together with residential units) with cash consideration only;

The Purchaser will obtain a mortgage loan in HKD with a bank in Hong Kong that provides PAPT service;
The Vendor has a HKD bank account in Hong Kong with a bank that provides PAPT service;
The property is subject to no more than one mortgage, and is not subject to restrictions on alienation; and

The Purchaser and the Vendor must either be an individual or a body corporate incorporated in Hong Kong. A Purchaser
which is a body corporate must be a property-holding company.

Q Qe e

For further details of the eligibility criteria, please contact your bank or solicitor.

Examples of Out-of-scope S&P Transactions

+ Primary market and commercial property S&P transactions;

+ The property is under subsidised housing schemes where the restriction on alienation has not been lifted;
« Conveyancing involving any element of non-cash consideration; and

+ The property is subject to charging order(s) or encumbrances (other than a first mortgage).



Comparison of Mortgage Fund Flow between Existing Payment
Arrangement and PAPT

é Mortgage A ) (]

Existing loan lml et 5‘1‘5 et
Payment A L FndTransfer o Solicitor’s Solicitor’s
Cheque Cheque

Arrangement Purchaser’s Purchaser’s Vendor’s Vendor’s
Mortgage Bank Law Firm Law Firm Mortgage Bank

7

6 Mortgage loan

Purchaser’s Vendor’s
Mortgage Bank Mortgage Bank*

The simplified flowchart is for illustrative purposes of typical scenario only. It does not represent all possible factual scenarios for mortgage fund flow in
conveyancing transactions.

*PAPT can be used when the Vendor and Purchaser use different mortgage banks, the same mortgage bank, or when the
Vendor has no existing mortgage.

Existing Payment Arrangement

Settlement via law firms’ Direct electronic transfer between

. More secure payment
bank accounts designated accounts of banks —

Settlement by physical cheque /

cashier’s order. Electronic fund transfer via CHA1"S. BT e ey
Same-day settlement may not Same-day settlement at the earliest
be possible
Vendor’s Mortgage Bank Real-time checking of credited

Vendor to deposit cheque provides settlement proof funds through online banking




Your Choice

You can adopt PAPT for your S&P transaction by indicating your choice to your estate agent prior to
signing the provisional sale and purchase agreement so that relevant PAPT clauses will be included. The
solicitor and the bank appointed by you to process the new mortgage (as the Purchaser), or mortgage
redemption / receipt of electronic transfer of funds (as the Vendor) will then act accordingly.

Enquiries

If you wish to learn more about PAPT and its benefits, please contact your bank or solicitor for further
details.
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Additional
Payment Arrangement
for Property Transactions (PAPT)

To enhance customer protection and efficiency of

payment, the banking industry provides customers

with an additional payment arrangement for property
transactions (PAPT) as an alternative to the existing arrangement.
Endorsed by the Hong Kong Monetary Authority, PAPT applies to
refinancing transactions of residential properties in Hong Kong
(including car parking space in a residential building whether
independently or together with a residential unit).

Benefits of PAPT to Customers

Under the existing payment arrangement, mortgage loan proceeds are transferred

to law firms for custody and subsequent issuance of solicitor’s cheque for repayment

of customers’ original mortgage loans. PAPT is introduced with a view to going abreast

with the digital payment age and enhancing customer protection by providing timely and

direct electronic bank-to-bank transfer of mortgage loan funds and thus reducing the risks
associated with the payment, such as a freeze of customers’ funds in unforeseeable circumstances.

About PAPT

With respect to the most common refinancing situation (i.e. change of mortgage institution for

a mortgage loan), under PAPT, the Refinancing Mortgage Institution ("RMI") will transfer the mortgage loan
proceeds directly to the Original Mortgage Institution ("OMI") via the interbank payment system

(Clearing House Automated Transfer System or "CHATS"). If the loan amount granted by the RMI is greater than
the redemption amount, the RMI will credit the excess (“Cash Out Amount”) to the borrower's account
maintained with the RMI (situation 1).

The additional payment arrangement is also applicable to other refinancing scenarios such as changing
borrowers for a mortgage loan provided by the same mortgage institution (situation 2), and cash-out from
a mortgage-free property (situation 3), etc.

Your Choice

When you apply for refinancing, your Bank will tell you if your refinancing situation is likely to be eligible for PAPT.
In order to make use of PAPT to reduce payment-related risks, you may choose to adopt PAPT by providing
consent to the Bank. If you choose to adopt PAPT, your Bank and your Bank’s solicitor will disclose the
refinancing arrangement to the OMI and its solicitor to the extent strictly necessary and solely for the purpose of
effecting the PAPT.

Comparison between payment arrangements for refinancing transactions
Situation 1: different mortgage banks

@ Electronic inter-bank payments

! ! ! Solicitor's cheque ’

=2

! ! ! Solicitor's cheque

e Credited directly to Borrower's account maintained
with the Refinancing Mortgage Bank




Comparison between payment arrangements for refinancing transactions
Situation 2: different borrowers

lue arrows: Ex g arrangement i
i Redarrows: Additional payment arrangement  :

Borrower A
&
o
@ Credited directly to Borrower A's mortgage loan account
. . Original ﬁortgage Bank
Refinancing Bank's Law Firm Gl
Mortgage Bank : —> :
o0 O oldcisionor | T ey | e Serrovers
Provide mortgage — mortgage loan q

loan to Borrower B proceeds E'
= Borrower B

Excess over outstanding
3 ) Solicitor's cheque mortgage loan (if any #)
#i.e.refinancing with “cash-out”

@ Credited directly to Borrower B's account E

Pl

Borrower B

Comparison bhetween payment arrangements for refinancing transactions
Situation 3: cash-out from mortgage-free property

lue arrows: Existing arrangement H
i Redarrows: Additional paymentarrangement @

@ # Credited directly to Borrower’'s account maintained
g 3 with the Mortgage Bank E
T
I ‘ i
-

Mortgage Bank \D rgj' Bank’s Law Firm Borrower

Provide mortgage loan _ Hold custody of mortgage Obtain mortgage loan

loan proceeds @ Solicitor’s cheque proceeds

Eligibility of Refinancing Transactions for applying PAPT

General Conditions for Eligible Refinancing Transactions

+ Residential mortgage loan (including car parking space in a residential building whether independently or
together with a residential unit);

» Only one or no existing mortgage over the property;

» Only one mortgage to be taken out by the RMI Borrower;

» Both OMI and RMI are banks in Hong Kong; and

» Both existing and refinancing mortgage loan are denominated in HKD

Examples of Out-scope Refinancing Transactions

Above conditions not met

Cash Out Amount requested to be paid to an account not with RMI

Entire redemption amount for the existing mortgage is to be paid with OMI Borrower’s own funds
Property subject to any charging order

Refinancing of loans for business purpose

Enquiries

If you wish to learn more about PAPT and its benefits, please contact your Bank for further details.
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