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Whose problem is it anyway?
I can remember some years ago attending a business conference when an American speaker stood there in front of approximately 2,000 of us and told us he once owed his bank hundreds of thousands of dollars and he asked the question I bet you wonder how I slept at night? He said it was simple, when you owe that kind of money it’s the bank’s problem not yours.  When you owe the bank and you have enough assets for the bank to take away from you that’s the time you don’t sleep at night.

Well hasn’t that rung true in the last few weeks with the turmoil the world’s banks find themselves in, having unwisely lent money in the past. For some reason people on this island seem to think they are immune from this world crisis but having regard to the way banks here have foolishly lent developers money, even on sites not in the ownership of the developer, I wonder how long it will be before we see the same house of cards scenario here as is being seen in other parts of the world.
I am worrying about a trend I am seeing here.  I don’t have a huge portfolio of clients but in the last two months I have had two clients who have been waiting for their properties to be completed and it was only some finishing off and snagging works required in each case.  I could not understand why the developers concerned just didn’t get their act together and spend a few thousand pounds for a return of say £10,000 or £15,000 on the completion of works.  Well I think it’s now all coming to light, these developers are potless, they have run out of credit and literally have no money to finish the schemes.  So what have they done? At the eleventh hour they have cancelled my clients’ sales contracts, that way they have resolved a financial crisis.  Instead of them having to find a few thousand pounds to complete the development the responsibility is now with my clients to try and get their money back, each of them being owed over £100,000.  So we are in a situation just like the American spoke of, the builder has got rid of his problem and it is now his purchaser’s problem.
So what redress do my purchasers have?  Well you might say they have got a sales contract that is registered under the new rules and this gives them all the protection they might need.  Well I don’t think so. The clients’ advocates here appear to be meek and flustered by it all and the same old story is told ‘well you are in a weak position’ and we all know why that is, the contract is not worth the paper it’s written on!  You can go to litigation and this will take years, at additional cost and whilst you may succeed in your actions you will find the judgement unenforceable, in the meantime the developer could go bust and you will have nothing to show for the monies spent trying to get your money back.  So you are indeed in a weak position and at the mercy of the developer who can dictate to you the terms upon which he deigns to repay you.  The developer has a creditor in a weaker position than the bank so he is very happy.

It was interesting to read the headline in Cyprus Today ‘Now is the time to say good buy’, well I don’t think so!  The Chairman of the Estate Agents Union described Government discussions as being ‘great news for property buyers’ and said ‘now is the perfect time to invest in North Cyprus property’.  Why? I ask.  The changes made earlier this year appear to have done nothing to protect the purchaser and I agree with Marian Stokes who says ‘the proposals are too little too late’ and she urged the Government to tackle the existing mess.  Sadly the Government are forever discussing and promising how they are going to help the foreign purchasers but it never seems to go beyond that. So far as action, I see more in the village coffee shop!  I could not professionally recommend that anyone invest in a new property here with the uncertainties and insecurities, forgetting issues like Title and what might happen in the future, if you are buying off-plan you are certainly leaving yourself wide open to being taken advantage of.
Another case came to light this week where a client told me that the builder was now asking for his KDV payment, even though when I was there earlier in the week his property is no more than a shell.  I advised my client that this demand is more than premature to say the least as the KDV payment now becomes payable on completion of the property and the handover of the keys, where previously KDV was paid when formal completion and upon handover of the kocan.  My advice was contrary to that given by my client’s advocate which was ‘normally VAT is paid at the time of transfer of deeds.  However, some builders are asking for it earlier due to their accountants' advice.  If they give a full official receipt for the property then pay it, otherwise don't. The receipt will have to be in the landowner's name and it may be better for you to get this so that we have a direct link with him also’.  This is blatantly wrong advice, the rules changed this year and KDV is payable on proper completion.  Do you wonder like me whether there is a foot in both camps here?  So how does the unsuspecting foreign purchaser get proper advice? And from whom?  

I was talking to someone this week who said that in a recent case of a friend of theirs, the Judge had said that rules here are elastic, they can be stretched or contracted dependent on the circumstances and the parties involved.  I have no reason to disbelieve this!  How succinctly said – it sums up the whole issue!

