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|<S | LeGAL KNOWLEDGE SCOTLAND  property simplified version

Summary

This simplified style is for use in a purchase of an investment commercial property — a property
subject to full repairing and insuring (FRI) leases. It is drafted from the standpoint of the Purchaser.
The assumption is made that the Property is relatively mature with no construction work of any
significance having been carried out in the preceding 10-12 years — hence there is no construction
documentation to be exhibited or associated rights to be transferred. There is no provision for
payment of a deposit or for a settlement retention, and it is assumed that the Purchaser will not be
taking over and continuing service contracts (e.g. in respect of maintenance and management of the
Property). A significant focus of the style is on securing for the Purchaser at the Date of Settlement all
relevant rights enjoyed by the Seller as outgoing landlord in relation to the Occupational Leases to
which the Property is subject. But for this purpose a simple leasing structure is assumed. For
instance, the style would be particularly appropriate for a single occupancy (as opposed to multiple
occupancy) property let to a single occupational tenant. In that situation there would be no service
charge (and no sinking fund). It is also assumed that no rent reviews are outstanding in respect of
the Occupational Leases at the time of the transaction; and that there are no rent deposit
agreements or tenant guarantees. The Purchaser’s due diligence exercise is underpinned by Seller’s
warranties and suspensive — in preference to resolutive — conditions. The suspensive conditions
ensure that in order for the transaction to progress to settlement the Purchaser must be satisfied
with, among other things, documentation exhibited (particularly the terms of the Lease
Documentation), and other information disclosed, to the Purchaser by the Seller or arising from the
Purchaser’s own investigations. The Purchaser must also be satisfied as to the validity of the title and
with the terms of, among other things, a property enquiry certificate. The extensiveness of the
Seller’s warranties in the style will normally ensure that the Purchaser is well informed on a range of
matters affecting the Property — for instance the impact of legislation, the physical condition of the
Property, and the adoption status of roads and sewers. But even if many, or indeed the majority, of
the warranties are ultimately deleted by the Seller, their presence in the style will serve to place the
relevant matters on the agenda for the Purchaser’s due diligence exercise. In general, the style will
need to be modified or adapted in a way that practitioners using the style find to be appropriate to
the transaction in hand.
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