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The surgety is likely to be one of the most valuable asset

s GPs own, both as an individual and a partnership, so it is important to ensure that your interest is protected

ocument surgery shares correctly

Transfer the property title to current owners to avoid problems for partners. By Jennifer Lewis

GPs who own their surgery as a
partnership asset should take
great care to ensure that the
partners who currently own
a share in it have legal title and
the size of their share is clearly
recorded. Overlooking this can
lead toexpensive problems.

When a partner leaves, GPs
will spend a great deal of time
sorting out the partnership
accounts and buying the outgo-
ing partner’s share but do not
always consider what happens
tothepropertytitle.

Avoiding difficulties with
regard to ownership and future
sale ofa property is quite simple
if you follow the steps set out in
thebox.

A cautionary tale

This cautionary tale is an actual
case involving GPs where disas-
terwasonly narrowly averted.

Weacted foraGP partnership
withtwocurrentpartners(DrA
and Dr B) and a retired partner
(Dr Z). Despite the fact that Dr
Z had left the partnership some
~ time ago, they owned the prop-
erty jointly but now wanted
tosellit.

The relationship of the cur-
rent and former partners as
property owners had not been
regulatedinatrustdeedorlease.
While the three were all cor-
rectly named on the title, they

PROTECT YOUR SURGERY SHARE

the property.

correctly transferred.

partner.

@ Ensure that the names on the lease or freehold title are those of
the GPs who own the property.
@ When a partner leaves ensure that the title to the property is

® Where a partner retains an interest in the property ensure that
this is documented. There could, for example, be a deed of trust
setting out the proportion of the property owned by the retired

@ If you have a mortgage over the property the lender should be
notified any time there is a change in ownership. ‘

® Check your title to the property whetheritis a lease or you own

hadnotclarified the proportions
inwhichtheyownedtheirshare.
Thisonlycametolightlater.

The GPs all confirmed that
they approved the sale and
agreed that the sale proceeds
should be used to pay off the
joint mortgage secured against
the surgery. Contracts were
exchanged withthe sale to com-
plete 20 dayslater.

Thenwereceivedaletterfrom
Dr Z confirming that his was a
50 per cent share — we had been
led to believe that the three had
equal shares. More importantly
hestatedthathehad‘paidoff’his
share ofthe mortgage debt,even
though the property remained
mortgaged.

The amountrequiredtorepay
this mortgage was only £5,000

less than the sale price. With the
property selling for £200,000
Dr Z’s share should have been
£100,000. But as the mortgage
was £195,000, repaying it would
mean only £5,000 for Dr Z, leav-
inghim £95,000 out of pocket.

We could either go ahead
with the sale leaving Dr Z short
by £95,0000rtellthebuyersthat
wewere unabletocomplete.

In aclimate where buyers are
hard to find the latter wasnotan
attractive option.

The GPs then had some good
fortune. The buyers were in no
rush to complete. Dr A and Dr
B owned another property, also
under mortgage to the same
bank, but this mortgage was
nominalin comparisonwith the
property’s value. Importantly,

GPs often feel that
transferring the
practice premises

{o the current partners
is fime-consuming
and costly

thetwodid notdisputethatDrZ
owned50percentofthesurgery
free frommortgage.

Dispute avoided

If this had not been the case our
options would have been lim-
ited. Unless Drs A and B could
raise the £95,000 quickly they
would have been forced to pull
outofthesale.

Alternatively,Dr Zwouldhave
had to be prepared to accept
some sort of loan arrangement
(perhaps guaranteed against Dr
AandDrB’s personal property).

1f the two current partners
had denied Dr Z’s share was 50
percent,aserious disputewould
have resulted.

Dr A and Dr B did not have
£95,000.

Dr Z was prepared to accept
receiving his money on the sale
of the second property owned
by his former partners. But
while Dr Z’s interest could be
protected andtherewasenough
equityinthe propertytoachieve
this, there was no guarantee
as to when Dr Z would receive
the money.

The problem wasresolved by
the bank transferring the mort-
gage from the first to the sec-
ond property, allowing the first
property to be sold and the full
50 per cent share paid to Dr Z.
This could not have been done
withoutsympatheticbuyersand
both mortgages being with the
samelender.

Although this is an extreme
example, thesituationisnotunu-
sual. GPsoften feelthattransfer-
ringthe practice premisestothe
current partners is time-con-
sumingand costly.

However, the surgery is likely
to be one of the most valuable
assets you own, both as an indi-
vidual and a partnership. So it
is worth spending the time to
ensure that your interest is pro-
tected. Ifyoudonotthecostsofa
partnershipdisputeorlosingout
onasalemaybemuchhigher.

@ Ms Lewis is a solicitor at
George Davies Solicitors LLP,
www.georgedavies.co.uk




