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PREFACE
The information contained in this Report has been collated, over a 20 month period, as a result of written or direct dialogue with thousands of foreigners who have purchased or attempted to purchase property in the TRNC.   The author has also discussed the issues with government employees, lawyers, builders, estate agents, building related Associations and Authorities and members of the local community.

It is estimated that, due to foreign residential property acquisition, in excess of one billion pounds sterling was invested in the TRNC during the period 2003 to date.  Millions of pounds sterling has also been invested in various businesses, mainly recreational.

Despite this massive investment in a small community there is no apparent improvement in public utilities such as hospitals, schools and roads.  Instead, in some case it has spawned a greed culture, harvested with lies, deception, corruption and blackmail, a large portion of the community has not benefited at all. 

The author has maintained a factual approach in preparing this report and offers no apologies to anyone who might be disturbed by it’s contents.
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Current Situation

The widespread risk for foreigners investing in TRNC property was caused by a general lack of enforced legal responsibility and bad working practices by all parties engaged in the property industry – namely estate agents, lawyers and builders.
The government are also guilty by allowing basic laws to be broken and improper working practices to carry on without control.
Lack of up-to-date factual information is also a primary factor.

Enforcement of Current Laws

There are five basic laws now in place which, if rigidly enforced, would dramatically reduce all the problems described above, these being:

· Foreigners purchase permits (with minor alterations to the procedure)

· Building Permit approval prior to commencement.

· Infrastructure completed prior to property construction

· Registration of all builders with the Construction Contractors Union (new)

· Estate Agency law (new)

Problem Areas & Possible Solutions

Estate Agents
Problem
In the past the estate agents have acted as “commission agents”, their main focus being on connecting construction companies with investors.

No responsibility was taken to provide accurate information to the buyers and many were guilty of falsely advertising the properties.  In the UK and other European countries estate agents are required by law to provide only correct information to potential purchasers and they do not receive commission until completion of the purchase.

We have also learned that agents who referred the buyers to certain lawyers were receiving a referral fee from the lawyers.  Sales commission, paid by the construction company, was also taken from the first payment, thereby alleviating the agent from future responsibility in the purchase chain.

Estate Agents demand stage payments when the stipulated stage of the build is not completed. Many supply false photographs of a property in order to obtain these payments.

Many agents do not keep proper accounts of payments received and, in many cases, do not pass the payment onto the construction company.  

Solution
The recently enacted Estate Agency law, if strictly enforced, should ensure that these bad practices do not continue in the future.  This should be closely monitored.

Lawyers

Problem
Many lawyers are guilty of negligence by:

· Not declaring a possible conflict of interest, and representing both vendor and purchaser.
· Not providing correct legal information regarding Permission to Purchase
· Not submitting Permission to Purchase application to the Ministry in a timely manner and subsequently blaming the government for the long delay in obtaining Permission approval.
· Not informing purchaser when Permission had been received
· Not ensuring that the original Koçan is safeguarded against potential fraud being commited 
· Not ensuring that the property has not already been sold to someone else
· Not performing due diligence on behalf of their clients to ensure that the property:
· Is suitable for purchase by foreigners
· Is covered by a full Building Permit
· Has recognised access
· Has a Kibtek approved Electrical Project
· Not advising buyers that an Agreement exists between land owner and builder and not providing a clause in buyers Sales Agreement regarding the termination of such Agreements.
· Advising clients to pay final payments even when property is not completed.
· Advising clients to pay vendor’s taxes, when this was not stipulated in Sales Agreement
· Advising clients that the Sales Agreement they (the lawyer) had prepared is ”worthless” when vendor fails to carry out his contractual duties.  Then, advising clients to initiate Court action against vendor for breach of contract, thereby obtaining more money from their clients. 

· Charging exorbitant fees to print a standard Sales Agreement and apply for Permission to Purchase when no fee is charged by the government.
· Charging exorbitant fees to place and Injunction on land when the Courts fees are minimal (approx 33 YTL)
· Demanding all fees in advance of carrying out any services.
Such conduct by a lawyer ın the UK and elsewhere would result in their beıng suspended by the bar assocıatıon, being sued by property purchasers and possıbly facıng criminal charges.

Most lawyers either request payment in cash or into foreign (usually UK) bank accounts, no receipts are given.

Thousands of buyers diretly blame their lawyer for the prediciment they now find themselves in.
Solution

Lawyers should be forced to declare up-to-date information regarding the construction companies, land owners and estate agents they represent.  This information should be readily available to potential buyers and would alleviate a possible conflict of interest issue.

Lawyers who receive instalment payments from buyers should be forced to provide interim reports to clients, including a breakdown of costs, which should be audited and inspected on a regular basis.

Lawyers should be forced to enter into a Terms of Engagement agreement with the buyer prior to undertaking any work on their behalf.

A standard Sales Agreement should be mandatory with separate Agreements for land and property.  The Land Sales Agreement should stipulate a price for the land only and, when paid, the buyer should receive title, which would be covered under the Sale of Land, Specific Performance Law (see Permission to Purchase Solution page 12).

The property payment schedule, along with other relevant documentation, should be attached as an Appendix to Property Sales Agreement.

Fees for basic conveyancing (entire purchase chain including title transfer and property registration) should be fixed at a set reasonable rate.

The correct procedure for reporting lawyers who are deemed to be in breach of ethical code of practice should be made available to buyers.  Upon investigation and proven guilt such lawyers should be prosecuted and banned from practicing. 

Construction Companies
Problem

Many builders are guilty of negligence by and of breaching existing laws through:

· Total disregard for construction laws and the environment

· Not obtaining a Building Permit prior to construction
· Building properties without recognised access
· Not supplying electric / water / road
· Demanding additional money from purchasers to supply electric / water / road
· Bullying purchaser into paying vendor’s taxes
· Building sub-standard, unsafe properties which do not conform to basic regulations.  Some properties have been condemned as unsuitable for habitation with builders not taking responsibility to correct same or to compensate buyer for damages.
· Not building as per agreed specification
· Leaving a site unfinished when purchasers have paid in full and then starting another development
· Informing buyers, particularly those living abroad, that property is ready for possession when it is nowhere near completion.
· Refusing to transfer title
· Refusing to pay the late completion penalty fee, as stipulated in Sales Agreement.
· Not informing buyers of the legal requirement for the existence of a build file (B-file) and, if such file exists, not transferring it to buyers on completion of the Sales Agreement terms.
· Not fulfilling their Guarantee obligations.
Solution

Effective immediately, public notice should be given that all companies who have previously engaged in or are currently engaging in unlawful construction will be severely penalised.  Immediate action should be taken to ensure that this is put into practice.

All incomplete illegal building should be stopped immediately and buyers should be approached with an option of a full refund of monies paid or, entering into a revised Sales Agreement (showing later proposed completion date).

All construction companies accounts should be audited and any found guilty of transferring assets to parties outside the property Sales Agreements should be fined and imprisoned.  Said assets should be ceased by Authorities in order to complete the properties. 

In addition to the compliance with construction laws all properties should be audited at each stage of the build and staged Compliance Certificates issued prior to demand for that stage’s payment from buyer.  A Final Approval Certificate should be mandatory before final payment is made and before buyer can take possession of the property.

The late completion penalty clause of the Sales Agreement should be strictly enforced.

Any builder, or family or colleagues of the builder, who engages in bullying/blackmail tactics to extract extra money from buyers should be fined and imprisoned.

All construction companies should be forced to have bonded insurance to cover the cost of each development.

A separate Property Build Agreement should be entered into between Construction Company and buyer and any breaches of contract should be passed to an Arbitration Commission prior to entering into litigation.

Land Owners / Protection of Koçan

Problem

Currently there is no law which demands that a land owner relinquish control over the Koçan even though, upon entering into a construction agreement, he has morally relinquished the right of ownership.

In many instances land title owners enter into an Agreement giving Power of Attorney to a construction company whereby the company would build property(s) in exchange for the land.  At times the construction company fails to comply with the Agreement and, as a result, the land owner cancels the Agreement and Power of Attorney and instigates Court proceedings.

Many of the purchasers Sales Agreements are jointly between the Construction Company and landowner (as Vendors) and the purchaser.  However, the purchaser’s Sales Agreement and the land owner/construction company Agreement are not interlinked, with neither party taking responsibility if the purchasers agreement is breached.

Many land owners have mortgaged the land either prior to or after the land has been assigned for development, with buyers being unable to take title until mortgage is paid.  In some cases the land owner has requested additional money from the buyer to pay the mortgage.

Many land owners refuse to transfer title to the individual buyers unless they pay additional money for his exaggerated price of the land.

Solution

A law/regulation should be speedily enacted which stipulates that all Koçans are surrendered to the Land Registry prior to land owner entering into any construction/sale agreements. This should include a Clause for surrender of Koçans for land/property already sold which are awaiting transfer of ownership.

The Koçan should be free from any encumbrances and all Sales Agreements should be registered at the Land Registry against the Koçan.

Transfer of the Koçan should be a transaction between the Land Registry and the buyer, with proof of purchase being supplied by the buyer by means of a “Paid in Full” receipt from the vendor.

A separate Land Sale Agreement between land owner and buyer should be entered into.  If, as outlined under Permission to Purchase Solution, the buyer has obtained a permit to purchase, the Sale of Land, Specific Performance Law would apply.

Infrastructure

Problem

Many construction companies are ignoring the law regarding full infrastructure.  The issue of electric and water connection and payment of same is currently wide open to blackmail and harassment with many companies demanding extra payment for supply of these basic services.  This often takes place after final payment has been demanded and paid and buyer has taken possession of the property.

In many cases buyers have been informed by their builder that Kibtek are at fault for non-supply of electric and, upon investigation by buyer, Kibtek have advised that no project has been submitted to them by the builder.

Many water pipe connections are inferior causing major leaks and unnecessary drainage to the Island’s overall water supply.

On some developments buyers are depending on a generator for electric and water is delivered by tank, with no compensation being paid for the cost and inconvenience of this.

Many sites are not accessible in adverse weather conditions due to incomplete roads.

Solution

The law regarding infrastructure being in place prior to property construction commencing should be strictly enforced and this should be inspected and approved before the full building licence is granted.

Sub-division of land
Problem

There is currently no ruling to stipulate when or if a plot of land should be sub-divided into the separate areas usually described in the purchasers’ Sales Agreement.  This has a major affect on separate title transfer and should be addressed immediately.

Solution

A further problematic area is the sub-division of the land with separate title deeds.

Upon submission of the building permit application the land owner should submit a Sub-Division project which would come into affect simultaneously with the sale of the individual plots.

This action could be brought in line with Land Owners Solution.

Court

Problem

Many of the purchasers are advised by their lawyer to instigate Court proceedings against the construction company for non-compliance of the Sales Agreement.  No arbitration between both parties is offered as an initial solution resulting in a lengthy, expensive and worthless Court Case.

Many of the Court Hearings are adjourned time and time again due to the non-appearance of the Defendant, change of lawyer by the defendant or other excuses such as illness.  It would appear that this is a Contempt of Court action on the part of the Defendant which is apparently totally ignored by the Judges.  In the UK and elsewhere this would almost certainly result in a prosecution for Contempt of Court.

No proceedings official translation is offered to the Plaintiffs and documents in Turkish are often offered to the Plaintiff, without explanation, for signing.

In most cases none of the parties acting for either Plaintiff or Defendant have visited the site to gain accurate information regarding the reason for the litigation.

Some purchasers have been awarded Court Judgements which have not been acted upon.

Solution

Judges, or their representative, who are dealing with property related issues should be encouraged to visit the site in order to gain a true perspective of the situation.

A fluent translator should be available at all times for foreigners involved in any Court disputes and all conversations and written matter should be translated into English prior to any decisions being made.

Any person that is deemed to be in contempt of court should be prosecuted.

Permission to Purchase

Problem

Although, by law a foreigner must obtain a permit from the Council of Ministers before they proceed with the purchase, the majority of buyers are not correctly appraised of this.  Estate agents and lawyers have been particularly guilty in this area leaving the buyer completely exposed.  The lawyers charged a fee of approximately £1,000 stg for preparing Sales Agreement and permission to purchase application.  Currently lawyers are charging £750 stg solely for applying to the Interior Ministry for a permit.

In many instances the applications are not made at the time buyer pays deposit, often only made when stage payments have been received and, in some cases, applications have not been made at all.

When the Homebuyers Pressure Group were made aware of this law, a notice was published on the website and also in the local English language Press.  Buyers were urged to contact their lawyers and obtain the application number and to check on it’s status directly with the Interior Ministry (as advised by Undersecretary Ali Alnar in October 2005).  However, many lawyers refused to divulge the information.

It is believed that a law was enacted in late-2002 and later cancelled at the beginning of 2004 which stated that a foreigner could not purchase a share in a plot of land, i.e. land that was not sub-divided.  Due to this fact many applications were “held” and buyers were not informed.

Hundreds of buyers who have paid in full for their properties do not know their permission to purchase application number and thousands have not received their title deeds.

When the purchase permit is eventually granted the valuation on land and property has usually increased with buyer being liable for additional unbudgeted taxes.

Some buyers, after waiting years for their permit, have been informed that their application has been rejected, the explanation given that refusal is due to the strategic location of their property.  These buyers have paid in full for their property and have taken possession.

Solution

The procedure for foreign purchase permits should immediately be addressed with the searches carried out by the Land Registry and Police being undertaken prior to the properties being marketed.

The purchaser currently submits a Police reference from their latest country of residence.  Upon validation of this reference the purchaser should be granted a permit to buy a property or land in compliance with current laws and regulations.  This should be applied for and granted prior to the purchaser entering into a Sales Agreement.

This, combined with a separate Land Sale Agreement, would protect both parties under the Sale of Land, Specific Performance Law.

Buyers should be encouraged to personally apply for these purchase permits and the government should charge a nominal fee of, say 100 YTL.

The purchase tax could be set at a rate applicable to the prices stipulated in the Sales Agreements, thereby enabling buyers to accurately budget the overall cost of their investment.

The Purchaser / LACK OF INFORMATION

Problem

Foreign investors usually work hard in their native country while dreaming of owning a property in a Mediterranean Island.  Many investors in the TRNC usually do so because of their love for it’s people and culture and to enjoy a peaceful, stress-free and longer life while interacting with the local community.

However, particularly during the past few years, the reality of entering into a property purchase and living the dream is causing many purchasers severe illnesses caused by stress and, in some cases leading to premature death.  Although possibly naïve, they had expected TRNC laws to protect them against exploitation, as they do in the UK and elsewhere.

Many purchasers feel trapped and isolated as they have severed all financial links with their native country and are now living on a meagre pension/savings with no prospect for a peaceful future. 

Due to harassment and bullying from the builder and/or landowner many buyers live in constant fear and are currently unwilling to speak openly about their situation.

The general lack of public information regarding all aspects of buying and living in the TRNC has created a culture of lying to the buyer by all parties involved in the purchase chain.
Solution

Current and accurate buying information should be provided by means of a highly visible government initiated website and also telephone “Hot Lines” manned by fluent English speaking operators.

Visible publication of website address and Hot Line numbers should be mandatory for everyone involved in the property process.

All construction related laws and regulations should be available in English and published on the website.

All buyers who are being intimidated or otherwise harassed by anyone should be encouraged to submit a written statement to their local Police, who should guarantee them complete confidentiality. 
Foreigners who have invested and live permanently in the TRNC should be entitled to the same rights as it’s citizens. 

The Environment and Tourism
Problem

The initial economic boom created by foreign investor interest has taken a down-turn due, in the main, to the problem areas outlined above.  The environment and subsequently the entire community should have benefited from this boom  It has, however had a negative effect on all aspects of life.

Tourism is suffering.  Whilst the high cost of flights may be one reason for this, the environment of major tourists areas such as Kyrenia, Gasimağusa and Iskele are being destroyed by uncontrolled, unregulated building taking place throughout the tourist season and the apparent total disregard that some construction companies have for the environment. 

The result is that fewer tourists are returning to the TRNC and, when they recount their negative impressions back in their own Countries it also puts others off spending holidays here. Adverse publicity in Europe, especially the UK, over property scams and dishonesty in the TRNC are additional reasons why more and more tourists are choosing to go elsewhere.

Municipalities, hoteliers and restaurateurs are also guilty of allowing broken glass and other general rubbish to be dumped along the coastline, particularly in the Kyrenia district.

Visitors are subjected to construction traffic, noise and dust pollution while attempting to enjoy a stress-free holiday.

Solution

There is an abundance of land which is suitable for development. Proper investigation and planning should be carried out to ensure that places of natural beauty and native wildlife and flora are protected.

To encourage tourists to return to the TRNC for their annual vacations major construction should only take place outside the main tourism season.  This would reduce the noise, traffic and dust pollution that many visitors endure. 

All municipalities, beachfront hotels and restaurants should be made responsible for maintaining clean, tidy, safe and appealing beaches. 

A “Keep the TRNC Tidy” National campaign should be launched immediately with incentives for compliance and fines for improper disposal of rubbish.

The Property Action/Information Office

Location

The office to be located within the Prime Minister’s office premises in Lefkoşa under the control of Yonca Senyigit.  The office should be a safe and confidential arena for all parties to discuss their problems without fear of reprisals.
Staffing

There should be 2-3 permanent dual language (Turkish/English) employees with additional help being provided on a voluntary basis from retired  members of the TRNC’s foreign community.  The senior permanent member of staff should also be a member of the various Commissions which have/are being set up to deal with the current spate of property related problems.

An independent legal advisor should be made available to assist all employees on specialised legal issues.

All permanent and voluntary staff should sign a Confidentiality Agreement and any breaches of this agreement should be punishable by either dismiss and/or non-renewal of Residency Visa.  This fact should be public knowledge.

Financed by

The office could charge a nominal fee of 50 YTL for registration of problem.  The main initial source of income could be funded by non-conformance penalties imposed on construction companies and related services that are found guilty of any breach of laws and regulations.

Immediate Action

The main purpose of the office should be to provide a medium for arbitration between property purchasers and their land owners, builders and lawyers.

The office should also provide accurate up-to-date information on all aspects of purchasing property and living in the TRNC.

A highly visible informative government initiated website should be set up as a matter of urgency.  This website to contain concise and unambiguous procedures covering all aspects of the purchase chain.  As mentioned previously it should be mandatory for all companies engaged in the property purchase chain to visibly promote the website, with a financial penalty for non-compliance.

An English language telephone “Hot Line” to be manned Monday to Friday from 10:00 to 20:00 for buyers who do not have access to the internet.  This hot line number should also be visibly promoted in all property advising literature.

An English language 24-hour Police telephone line should be set up to deal with issues of harassment.

Foreign Offices for all International countries should be approached with a view to providing a link to the website and for providing telephone hot line number to all TRNC property enquirers.

All buyers should be encouraged to submit their problem/issue in writing, with a guarantee of confidentiality, and this should be logged and acknowledged with a brief on how the situation will be dealt with and the estimated timescale for a solution.

As problems are received they should be categorised and distributed to the various departments who can solve them, with a proposal and timescale on how each issue should be dealt with.

The permanent staff members and selected volunteers should have direct access to relevant staff within the government, National and local authorities and NGOs to enable them to conduct complete investigations with a view to solving the issues in an efficient manner.

The problematic building sites already reported on should be dealt with as a matter of urgency as these buyers had the courage to put forward their situation despite living in fear of reprisal for this action.

A problem registration form should be published on the website for buyers who are still living abroad.

The Future

The majority of problems, i.e. connection of electric and water and the completion of roads could be dealt with in a matter of months.  Purchase permits, transfer of title and registration of properties could also be cleared promptly.

At a time when it is certain that the construction and real estate industries and legal practices are properly regulated and controlled the focus of this office must be to positively promote the TRNC for tourists and foreign investors.

A major campaign should be planned immediately which should initially concentrate on encouraging the entire TRNC community to adopt everyday good practices, i.e. respect for their environment by means of litter control, clean restaurants and bars, etc.
To ensure a thriving tourist industry for 2008 all government and non-government organisations must be encouraged to work together to restore and safeguard the TRNC’s reputation.
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