SALE BY INSTALLMENTS

The alternative to Selling your Home the traditional way
In terms of the Alienation Land Act of 68 of 1981(ALA) one may sell your property to a buyer by means of instalments over a period longer than one year. This method of selling property means that the buyer does not need to raise a high deposit as is currently required by the banks (up to 30%) and the seller creates some breathing space for himself by perhaps not having the house auctioned at a value which could be up to 40% less than market value and preventing his name from being blacklisted. 
The following are the main points of the ALA:

* The purchase price must be paid by the buyer to the seller in more than two instalments over a period exceeding one year.

* The purchaser must pay a deposit to cover the Estate Agents commission as well as any arrear bond repayments of the seller.

* The monthly instalment should at least cover the seller’s monthly bond repayment.
* The agreement for sale of a property in terms of this act is registered against the title deed of the property in the Deeds office and this registered agreement provides the buyer and seller with the necessary protection. For example, the seller may not register any further bonds against the property or sell the property without the buyers consent.
* The agreement must state the period within the purchaser is obliged to take transfer against simultaneous payment of all amounts owing under this agreement.

* The buyer may take transfer at an earlier date provided he is able to arrange finance to secure the balance of the amount owing in terms of the agreement.

* Should the seller go insolvent, the purchaser is entitled to take transfer of the property provided he pays the balance of the purchase price or insolvency costs plus the balance over the bond over the property, whichever is the larger of the two amounts.

* If the purchaser defaults in any monthly instalments, all payments made by him will be forfeited as damages and the property will revert to the seller.

* Installment Sale Agreements can be regarded as a credit agreement in terms of the National Credit Act (NCA), and if it applies the parties will have to comply with the provisions of the NCA.
All the parties involved in an Instalment Sale Agreement benefit to some degree. The seller receives a market related offer and the buyer does not need to raise a high deposit. 
