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Practice Q&A
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In Horizons, we will answer selected enquiries commonly raised by licensees concerning
estate agency practice.
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Q: Could estate agents handle the sale and purchase or tenancy of properties with subsisting encumbrances? What kind
of information do we need to provide to clients?

A:  Some properties may have encumbrances registered against them, such as a Building Order, Court Order, Charging
Order and Memorandum of outstanding management fees, etc. If any registered encumbrances were found from the
land search record, licensees should inform their clients honestly and accordingly.

When handling the transaction of this kind of properties, licensees must be very careful. They should inform their
clients of the details of encumbrances and the related risks before proceeding with the transaction. Common risks
include that the purchaser may be unable to obtain sufficient amount of mortgage due to defective title, or the
purchaser may be held responsible for the undischarged encumbrances. In addition, licensees should advise their
clients to seek legal advice before proceeding with the deal.
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