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ADVICE TO PROPERTY SELLERS  

 

Below are n ine impor tant  mat ters to consider  when sel l ing your  proper ty :  

 

1 .  BOND CANCELLATION AMOUNT  

1.1 PENALTY INTEREST  

Penal ty  in terest  is  of ten over looked and an impor tant  factor  to  take in to considerat ion when 
ca lcu lat ing the expected proceeds on your  sa le.  

 

“Not ice Penal ty”   

Al l  the major  banks’  terms and condi t ions conta in a  c lause that  a borrower should not i fy  the bank of  
the i r  in tent ion to pay the outs tanding amount  in  fu l l  and cancel  the i r  bond.  Make reference to  the 
par t icu lar  c lause in  your  mortgage bond to ver i fy  the pr ov is ions appl icable to your  mortgage bond in  
th is  regard.  

A typ ica l  not ice per iod c lause reads as fo l lows:  

The borrower wi l l  g ive the Bank not  less than 90 (n inety)  days advance not ice in  wr i t ing (or  such 
shor ter  per iod as may be agreed by the Bank)  of  the date on which the borrower wi l l  pay the 
outs tanding balance of  the loan in  one amount ;  

I f  the borrower  fa i led to  g ive the  bank not ice,  then the 90 day per iod wi l l  be t r iggered by the 
t ransferr ing at torney ’s  request  fo r  cancel la t ion f igu res.   

A borrower wi l l  pay in terest  on the  outstanding balance at  the in terest  rate appl icable to h is  bond 
unt i l  date of  cancel la t ion of  h is  bond.  The borrower  wi l l  however  incur  a min imum of  90 days in terest  
ca lcu lated f rom the date that  not ice of  cancel la t ion  i s  g iven up to  the expi rat ion o f  the 90 days not ice 
per iod.  

 

2 .  OTHER CHARGES  

Other  charges that  may be added to the set t lement  f igure are;   

 

-  prov is ion for  unpaid insta lments dur ing the t ransfer  per iod,   

-  uncleared ef fects ,   

-  outstanding legal  costs ,   

-  home owners insurance premium,  

-  l i fe  assurance premium,  

-  adminis t rat ion fees,  

-  in terest  to  be capi ta l ised,   

-  secur i ty  var ia t ion fee,  

-  branch requi rements,  
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-  f ixed rate f inance fee  

For  a comprehensive l is t  o f  the addi t ional  charges that  may be appl icable to  your  par t icu lar  
mortgage bond,  we recommend that  you make refer ence to  the terms and condi t ions of  your  
mortgage bond.  The above is  mere ly  in tended as a genera l  gu ide l ine.  

 

CONCLUSION 

I t  is  thus apparent  that  the amount  re f lected on a borrower ’s  home loan s tatement  wi l l  not  be the 
set t lement  amount  payable on cancel la t ion of  the mortgage bond.   

 

3 .  ACCESS FACILITY  

I f  the borrower  has been granted a fac i l i ty  to  access funds avai lab le in  h is  bond account  (a  so ca l led 
“access bond”) ,  then i t  would be  advisable to wi thd raw funds that  the borrower may need in  the near  
fu ture,  pr ior  to  date of  appl icat i on for  a  set t lement  f igure,  as th is  fac i l i ty  wi l l  not  be avai lab le af ter  
the bank has issued a set t lement  f igure as the account  wi l l  be “ f rozen” .   

 

4 .  RATES AND TAXES/ LEVIES  

An owner of  a  f reehold proper ty  should a lso prov ide for  ra tes and taxes payable t o  the local  
author i ty .  In  terms of  sect ion 118(1A) of  the Local  Government :  Munic ipal  Systems Act  32 of  2000 
the owner  is  l iab le  for  assessment  ra tes,  sewerage ,  re fuse,  water  and e lect r ic i ty  consumpt ion 
charges in  ar rears as wel l  as for  a  per iod of  s ix  months in  advance.  In  pract ice the f igures are 
ca lcu lated by tak ing the average charges per  month and mul t ip ly ing i t  by s ix .  Th is  amount  has to  be 
paid pr ior  to  t ransfer  of  the p roper ty  to  obta in a rates c learance cer t i f icate.  

An owner of  a  sect ional  t i t le  un i t  wi l l  a lso be l iab le for  a l l  ar rears on the levy accou nt  and the 
managing agents wi l l  requi re payment  of  lev ies in  advance for  approx imate ly  two months to enable 
them to issue a levy c learance cer t i f icate.  

 

5 .  HOME OWNERS ASSOCIATION CLEARANCE  

When townships are establ ished  or  smal l -sca le sub -d iv is ions approved,  i t  is  of ten a  condi t ion of  the 
local  author i ty  that  each owner  become a member of  the Home Owners Associat ion ( “HOA”)  and that  
the erven may not  be t ransferred/a l ienated wi thout  the consent  of  the HOA. A HOA levy c learance 
cer t i f icate is  requi red whenever  such a proper ty  is  t ransferred and the se l ler  is  l iab l e  to  pay the 
amount  requi red by the HOA to enable them to issue the c learance cer t i f icate.  

 

 6 .  CAPITAL GAINS TAX  

A fur ther  potent ia l  fu ture l iab i l i ty  that  may ar ise is  Capi ta l  Gains Tax ( “CGT”) .  The sel l er  wi l l  have to 
disc lose the sale of  the capi ta l  asset  in  the next  income tax return to be f i led af ter  he/she d isposed 
of  the proper ty  to  the Receive and the Receiver  wi l l  determine whether  CGT is  payable on the 
d isposal .  I f  any CGT tax is  payable i t  wi l l  be remi t t ed to the Receiver  together  wi th  any other  tax 
payable.   

Sect ion 35A of  the Income Tax  Act  in t roduced a so cal led wi thhold ing tax and requi res a 
conveyancer  to  re ta in  a cer ta in  percentage of  the p roceeds in  t rust  when the sel ler  i s  a  non res ident  
and the va lue of  the proper ty  exceeds the amount  of  R2 000 000.00.  This  sect ion  has however  not  
yet  been promulgated in  the Government  Gazet te  and is  not  e f fect ive yet .  

 

7 .  AGENTS COMMISSION  

The commiss ion payable to  the estate agent  is  normal ly  a  f i rs t  charge against  the proceeds of  the 
sa le and the se l ler  should ensure that  the sa le rea l izes a suf f ic ient  prof i t  to  sat is fy  th is  charge which 
usual ly  a lso inc ludes VAT.  
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8 .   ELECTRICAL COMPLIANCE CERTIFICATE  

 

An agreement  of  sa le normal ly  conta ins a prov is ion  that  the sel ler  must  obta in an Elect r ica l  
Compl iance Cer t i f icate issued in  t erms of  the Mach inery and Occupat ional  Heal th  and Safety  Act .  
Even when the agreement  is  s i l ent  in  regards to  th i s  ob l igat ion i t  should be noted  that  the duty  is  
imposed by law by v i r tue of  the prov is ions the Machinery and Occupat ional  Heal th  and Safety  Act .     

 

The se l ler  is  l iab le for  a l l  costs  incurred in  obta in ing such a cer t i f icate,  inc lud ing costs  of  any repai rs  
or  replacements requi red in  order  for  the cer t i f icate  to be issued.  I f  the sel ler  is  unable to pay the 
e lect r ic ian pr ior  to  t ransfer ,  an arrangement  may be made wi th the conveyancer  t o  prov ide the 
e lect r ic ian wi th an under tak ing t o pay h is  charges f rom the proceeds of  the sale.  

I t  is  impor tant  to  note that  the  cer t i f icate merel y  cer t i f ies that  the e lect r ica l  insta l la t ion on the proper t y  
compl ies wi th  the safety  s tandard and does not  guarantee that  a l l  appl iances connected to  the 
e lect r ica l  insta l la t ion are in  a work ing condi t ion.  

 

 

9 .  ENSURE COMPANY SELLERS ARE STILL IN BUSINESS 
  
I f  the se l ler  is  a  legal  ent i ty ,  ensure that  the ent i ty  re f lects  as s t i l l  in  bus iness on the records of  the 
Companies and In te l lectual  Proper ty  Commiss ion ( CIPC).  In  the event  that  i t  is  de -regis tered,  p lease 
see our  publ icat ion deal ing wi th  Re-regis t rat ion of  De -regis tered Companies  
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Although care has been taken to ensure the accuracy of the above information, FN Inc and its members, employees, agents and representatives cannot be held liable for 
any loss suffered, as a result of the use of this information.  
Updated Nov 2024 


