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here’s a huge cash fl ow advantage for developers to sell some or all 

of the dwellings in a new development before they build them – that 

is, off the plans. It reduces the developer’s – and their bank’s – risk 

considerably, because they know they are sold and they know for how 

much. They can then raise funds to proceed to the next stage of the 

development, safe in the knowledge that they are guaranteed X amount 

of income from the buyers upon completion.

Selling off-plan is most common for apartment buildings, terraced 

housing complexes and large new subdivisions of standalone houses. 

The benefi ts of pre-sales mean that developers will often offer a dis-

count to early buyers. Buyers can get attractive deals by having the 

vision and foresight to invest in a development while it’s little more than 

a set of drawings. But the discounts are also there to help compensate 

for the risks and drawbacks of buying off the plans, which are: 

•  Time – you may have to wait a long time between paying your deposit 

and taking possession.

•  Vision – it can be very diffi cult to accurately visualise how your unit 

or house and the entire development will look and feel when they’re 

built, and to know how well they will be built.

•  Market uncertainty – if the property market drops between the time 

you sign the contract and completion of the project, you’ll be paying 

above market value.

•  Developer uncertainty – you could lose money if the developer runs 

into fi nancial problems and the project doesn’t go ahead.
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Check, check, check
•  Visit the site and decide whether the location really suits you.

•  Visit the developer’s display offi ce to see sketches and plans for the 

whole development and for individual apartments. You may also be 

able to see examples of fl ooring, wall coverings and fi xtures such as 

tap ware; some developments have a ‘display suite’, which is a mock 

apartment that you can walk around. Check that the same products 

will be used in the apartment you’re interested in buying.

•  Ask for the addresses of other projects the developer has been 

involved with and which are already built, preferably, or at least well 

underway. Visit and, if possible, arrange to see inside one of the 

apartments, to see the quality of 

workmanship. If you’re able to 

talk to someone who bought an 

apartment from the developer, 

ask if they had any problems. 

If you know people in the 

building industry, ask about 

the developer’s reputation. 

•  Study the building plan and the layout of the apartment you propose 

to buy. Given the layout and the building materials used, how much 

noise will you hear from communal areas or neighbouring apartments?

•   Research prices in the neighbourhood. Is the off-plan price suitably 

lower than comparable fi nished prices elsewhere, to offset the 

benefi ts the developer is gaining and the risks you are taking?

•  Get a copy of the Sale and Purchase Agreement (developers often 

draw up their own, rather than use the standard document) and get 

your lawyer to review it. In particular, check:

 - You can on-sell it before completion.

 -  A completion date is specifi ed, preferably with some degree 

of assurance.

 -  A guarantee that fi ttings of the same quality in the display suite 

will be installed in your apartment.

 -  A guarantee that the developer will make good any defects in the 

“Buyers can get attractive 
deals by having the vision 

and foresight to invest in a 
development while it’s little 

more than a set of drawings.”



118

building; check what time limits are specifi ed about the notifi cation 

of these defects.

 -  That the developer has obtained the necessary resource and 

building consents.

And, if you are buying as an investor…
•  What is the potential rental from the apartment (ask a local real estate 

agent for a rent assessment)? Some developers will guarantee a certain 

rate of return for a specifi ed period. After that, you’re on your own.

•  What are your total expenses? How much will you have to pay in 

body corporate fees, rates, insurance and, if you’re going to rent it 

out, management fees?

•  Is the local market saturated with similar apartments / terrace houses / 

houses, or is it likely to become so by the time yours is completed? 

•  Are forthcoming developments in the area – such as a new or 

extended tertiary institution – likely to increase demand for this type 

of accommodation?

The usual deposit is 10% of the purchase price, but try to negotiate 

a lower percentage. Check that your deposit will be held in a lawyer’s 

trust account, not by the developer. 

The balance of the purchase price 

will be due upon completion. 

You may also be able to get the 

developer to make changes to the 

plans or the fi nishes, especially if 

it is a standalone house that you 

are buying. For instance, if you 

have children and the bedrooms will be over two levels, then a bath on 

the same level as the kids’ bedrooms will be far more useful than one 

in the master ensuite. You may be charged extra for such changes, so 

you’ll need to weigh up the value to you and to potential future buyers. 

You may also be able to upgrade the fi ttings, such as a more expensive 

oven or higher-quality carpet, and pay the difference. 

“There are many advantages 
to buying off-plan, especially 
for investors anticipating 
future capital growth with 
a minimal outlay”



119

There are many advantages to buying off-plan, especially for investors 

anticipating future capital growth with a minimal outlay; however the 

process is not without risks. Probably the biggest of these is whether the 

development will be completed on time. It is unlikely that a developer 

will guarantee a completion date because of unforeseen circumstances, 

such as poor weather, or, ironically, lack of cash because of a failure 

to reach adequate off-plan sales targets. This could present you with 

problems if you have committed to move in at a particular time, such as 

additional rental and furniture storage costs.

Don’t just take into account the completion date for 

your own dwelling. Check when the completion date 

for the overall development is due or you could fi nd 

yourself living in a noisy, dusty building site for the 

fi rst six months. 

•  Buying off plan may be a way to get a bargain, but there 
are risks involved, like delays and diffi culty visualising 
the end result.

•  Check out the developer’s track record.

•  Developers often use their own Sales and Purchase 
Agreement so have your lawyer check it thoroughly.

•  Remember that plans and fi ttings can often be modifi ed 
to suit your particular needs.


