Real property sale (LV)


	Use case: A formal description of sale of real property – the Case of Latvia (LV)


	Use case name
	Pure sale of real property (land with buildings) which may consist of more than one real property (land) unit

	Use case purpose
	The description of a sale of a whole real property (conveyance)

	Point of contact
	Armands Auzins < armandsa@apollo.lv >

	Date of modification
	2004-05-09

	Pre-conditions
	1. The seller shall be the owner, thus the real property registered in the Land register.

2. Both the seller and the buyer initiate the sale case of the selected real property.

3. In the case of marital property, the seller’s spouse also sign the final contract and the notary witnesses the signature. 

	Post-conditions
	1. The buyer should be the owner of the real property.

2. If the new owner has the spouse, he/she also signs the request for registration of the mortgage, and the notary witnesses the signature.

	Limitations
	In some cases certain permissions are needed for fulfilling of the purchase (regulations of the land reform)

	Assumptions
	None


	Activity
	A sale of real property which is registered in the Land register (Land Book)

	General context
	The seller (physical entity/legal person) sells out a real property (land with buildings) to the buyer and the purchase is registered in the Land register.

	Special context
	· The transfer of ownership of a whole real property means a conveyance of title.

· Pre-contract can be signed before the final contract – the purchase deed. The pre-contract normally refers to will, purchase sum, terms, security deposit etc. The purchase deed shall contain the identification of the real property (formal), contracting parties (subjects), the content of the transfer (rights and obligations), and the purchase sum.

· The date of the transfer of ownership is the date of the registration of new title in the Land register.

· The buyer/owner submits the purchase deed to the Land register. The law does not regulate the period of time.

· The seller and buyer can be a group of people (joint ownership or legal persons).

· Re-establishment of boundaries in the field or setting up the missing boundary points is not included in the sale process (establishment of boundaries is not the matter of transfer).

	Trigger event
	The seller and the buyer are willing to make a purchase of the real property


	Sequential sub-activities


	1. The seller (owner) and the buyer must meet and initiate the purchase process.

2. If they, one or both, want to have support from an expert (technical expert, lawyer, real estate agent) they hire (authorise) such assistance.

3. The buyer should examine the real property for any possible deviations (hidden faults) from normal conditions (border marks, constructions etc.) and check data (documents) about the real property.

4. The buyer negotiates with the mortgagee about the possibilities and conditions to get the loan. In the case of positive result, the buyer submits the application form and gradually all the needed documents to the mortgagee, according to the requirements of the mortgagee.

5. The buyer and the seller may write a pre-contract, which both sign. Notary normally does not witness the signatures of both parties. Note: the pre-contract normally refers to will, purchase sum, terms, security deposit etc.

6. The buyer and the seller prepare and sign the purchase deed (final contract). In this case the notary normally witnesses the signatures of both parties and do not take the responsibility about the content of the document.

7. The buyer submits the purchase deed to the municipality because of pre-emption rights and gets the decision.

8. The buyer submits the application to the Regional cadastral authority (RCA) to get the cadastral value of the property and the document of technical inventory (actual data), if the real property consists of buildings. All the cadastral data together are registered in cadastral database and reflected in the cadastral document (official paper).

9. The buyer submits the purchase deed and cadastral document and document of technical inventory to the notary who collects them and issues the request for registration of rights (ownership rights), after the bill is paid.

10. The buyer submits the purchase deed, cadastral document, document of technical inventory and the request for registration of rights in the Land register, where the ownership is registered, after the registration fee (Note: related to the minimal salary, that is officially declared within the country) and real property transfer tax – stamp duty. (Note: 2% of the highest value – the formally agreed or the cadastral one) is paid. The judge – official representative of the Land register examines the request for registration of rights and has responsibility to check already registered rights in relation to real property (Land Book Law, 1937:77). If registration (decision of the judge) is denied, the buyer can appeal such decision. 

11. The Land register changes the ownership and updates data in the Land Book DB and the buyer gets the Land Book Act (title). The Cadastral IS will be updated with the data about ownership when the Land register sends the particular data on changes in ownership to the RCA.

12. The buyer (new owner) submits all the rest required documents (Land Book Act, report of real property appraisal, insurance policy) and pays the bill for the loan to the mortgagee.

13. The mortgagee negotiates with the buyer and finally decides on the conditions to give the loan to the buyer and prepares the mortgage deed, which is signed by both parties.

14. The new owner submits the mortgage deed to the notary, who issues the request for registration of the mortgage, after the bill is paid.

15. The new owner submits the mortgage deed and the request for registration in Land register, where the mortgage is registered, after the registration fee is paid.

16. The mortgagee gives the agreed sum of money to the new owner, who pays the rest of the sum to the seller.

	Variations
	1. Requirements of the mortgagees differ among them and they stress on the person quite a lot, rather than on real property when issuing the loans.

2. In the case if the loan (bond of the seller) will be transferred to buyer, the seller also participates in negotiation with the mortgagee. Normally the mortgagee must be first informed about any possibilities of contractual relations regarding mortgaged real property. 

3. Notary normally witnesses the signatures on the purchase deed after buyer has transferred the prepayment (all sum of money), and evidence is showed that the real property has no debts.

Note: the notary witnesses either the contract (content) – notary act normally prepared and registered by himself or just the signatures of the parties. In last case the notary does not take the responsibility about the content, and the contracts has private character. The notary has responsibility to check the personal identity, legal capability, and right of representation of the parties of the notary act, and the personal identity of the parties in the case of private document (Notary Law, 1993:82,83,87, 113, 116. No clear definition of the responsibility of the notary to check the ‘right seller’ of the real property in the case of sale). 

4. Pre-emption rights (a new buyer substitutes the original buyer):

· municipality has pre-emption rights except the purchase of the share in joint property (Civil Code, 1939), and the responsibility to submit the decision to the buyer within 20 days (Law on Municipalities, 1994);

· leaseholders in certain cases (according to contract).

5. Normally notary issues the request for registration of rights (ownership, mortgage) and witnesses both the signature and the legal capability of the buyer. The request for registration of rights can be issued also by parish court (Land Book Law, 1937:60).

6. It is possible that the buyer authorises the representative of the mortgagee to take all the responsibilities (issuing the request for registration of the mortgage and registration of the mortgage in Land register) for certain charge, and the costs can be included into the loan.

	Active actors
	Buyer, new owner, seller, Regional cadastral authority (RCA), notary, Land registry

	Passive actors
	Expert, mortgagee, municipality, leaseholders, tenants, holders of other rights in real property

	Other interested parties
	Holders of other rights not involved in the procedure

	Systems
	Cadastral IS, Land Book DB, 
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