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Extract from Preface to First
Edition

One of the most intimidating documents that is in regular use by solicitors is a
full scale agreement for the purchase of a group of companies. Over the years
these documents have grown, to some extent by a process of accumulation
unaccompanied by energetic pruning, until they have reached a length
approaching a hundred pages. The main bulk of the document consists of the
warranties and indemnities which are sought, frequently in a blanket form,
from the vendors.

The purpose of this book is to assist all the parties who have to deal with
these agreements in handling them efficiently and with confidence. For the
purchaser’s solicitors, who would normally prepare the first draft, the book is
intended to provide a precedent of suitable warranties and indemnities, but with
sufficient quidance to enable an over-inflated standard form to be modified and
shaped so that it is appropriate to the companies which are in fact being
purchased. For the vendors’ solicitors, the objective is to provide a guide to the
purpose which each warranty they might normally meet is intended to serve,
what the dangers are to their clients and what, if any, amendments they should
make. Additionally, protective clauses are suggested for the benefit of the
vendors and the commentary on these is intended to help the purchasers’
solicitors to assess their impact. For other professional advisers of the parties,
the intention is that this book should, by summarising the effect of each
warranty and indemnity, enable a commercial decision to be reached as to
whether there is likely to be a problem for the vendors and, if so, whether it
should be avoided by amending the documentation or making appropriate
disclosures.

Even for those who are dealing with agreements of this kind regularly it is
often difficult to remember precisely what a particular warranty is intended to
achieve. Frequently there are shorthand references to statutory provisions,
which in the case of tax are often of enormous complexity, and sometimes
clauses have grown up over the years which were originally intended to cover a
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Preface

rather special case but have through inertia become absorbed into standard
forms. It is hoped that this book will enable practitioners to remind themselves
readily as to the broad impact of a warranty but it must be emphasised that no
detailed legal analysis is given. It is not the intention to provide a text book on
tax or other matters which arise from the warranties. The commentaries are
intended to provide pointers only to the subject matter so that further research
can readily be made if it is required.

The views expressed as to the fairness of the various clauses and as to the
appropriateness of the suggested amendments are frequently subjective. Even
where the reader disagrees with them, it is to be hoped that the discussion will
of itself be helpful in enabling a proper assessment to be made.

As each commentary on the detailed provisions of the warranties, indemni-
ties and other clauses is intended to stand alone, a certain amount of duplication
inevitably occurs. Similarly, as the intention of the analysis of the warranties is
to deal with as many common-form clauses as possible, it will be found that
some overlapping results. The variability of the wording of warranties is
considerable although there is a rather surprising amount of conformity to be
found between the standard forms used by different firms of solicitors or
appearing in precedent books. If the parties are faced with warranties which are
completely different from those used in this book, it is hoped that the various
indexes and appendices which are provided will assist in tracking down the
closest comparable clauses.

As the chapter on the taxation warranties contains the most detailed
references to statutory provisions, it was thought that it might be helpful to
have a special index of the sections which are mentioned. Furthermore, to assist
identification, each section reference includes its title as well as the number.

The chapter on property warranties has been contributed by my partner
Lawrence Heller.

September 1984 Neil Sinclair
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