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Question 1 

 

With reference to case law, and using examples of your own devising, explain the concept of 

subrogation and its significance in insurance law, including the consequences of its operation. 

 

 

Question 2 

 

Since 2017, Angela and Brenda have been living together as close friends in a house that 

they co-own. Brenda is the more adventurous of the two and is keen to establish a vegan 

bakery in Dumbarton. To do this, she seeks a loan from a wealthy local businessman, Charlie. 

He agrees to provide a loan but wants Angela to act as cautioner and for Angela and Brenda 

to grant security to him over their respective shares in their house. Angela has little 

knowledge of business matters but trusts Brenda and is reassured when Brenda tells her that 

the loan will benefit both of them. Brenda communicates to Charlie that Angela has agreed 

to be cautioner and to grant security over her share of the house. Charlie asks Brenda 

whether Angela has received legal advice and Brenda says that she assumes so, but that 

Charlie can ask Angela directly and provides Angela’s email address. An email is sent by 

Charlie to Angela, in which he asks whether she has received legal advice. There is no 

response to this email, but the following week Angela and Brenda meet Charlie to sign the 

loan and security documentation. Charlie asks Angela whether she received the email, and 

she responds by saying “everything is okay”. In reality, she has not obtained independent 

legal advice. The documentation is nevertheless executed, and formalities are completed, 

including the registration of Charlie’s security over the house. 

 

Shortly after the signing of the documents, Angela and Brenda commence a romantic 

relationship and Brenda’s bakery is opened. However, the business encounters various 

problems and Brenda is unable to repay the loan to Charlie. He demands payment from 

Angela as cautioner and is also seeking to enforce his security. Angela is unsure whether 

she is required to pay and wonders whether Charlie’s security is challengeable. She 

approaches you for advice. Advise Angela. 

 

 

 

 



  

Question 3 

 

Using appropriate authorities and examples of your own creation, discuss the following: 

 

(a) The nature of the principal diligences over moveable property in Scots law and the 

circumstances in which they are likely to be used; and 

 

(b) The effect(s) of apparent insolvency and sequestration on those diligences.  

 

 

Question 4 

 

Active Outdoors Ltd (“Active”) is a company that specialises in manufacturing and supplying 

adventure sports equipment. Active leases its headquarters, where its offices and 

manufacturing hub are located, from Cutter Land Ltd (“Cutter”), and the lease has a 15-year 

term. Active has a number of customers, and is owed £50,000 by its biggest customer, 

Dynamic Adventures Ltd. In addition, Active has various investments amounting to around 

£80,000. Recently, Active has also obtained patents over two new inventions and it has a 

large number of items in its manufacturing hub, as well as machinery and other work 

equipment (including within its offices). Active has vehicles too: three trucks and two smaller 

vans.  

 

Active seeks finance to grow further and to take advantage of increasing demand for its 

products. The company approaches Brechin Bank (“Brechin”) and requests a loan of 

£200,000. Brechin is willing to lend but demands asset security from Active. Meanwhile, 

relations between Active and Cutter have been breaking down in the past year and Active 

has not paid its rent in recent months.  

 

Discuss the rights in security that Brechin could obtain over Active’s assets and which form(s) 

of security are preferable for them in the scenario and why. Also discuss whether Cutter may 

have a security right over Active’s property and how that may impact upon Brechin and its 

decision-making. 

 

 

Question 5 

 

Critically discuss the remedies available to a seller for breach of contract by a buyer in a sale 

of goods transaction, with reference to appropriate authorities. In doing so, specify 

circumstances in which a seller may seek to use particular remedies that you identify. 

 

 

  



  

Question 6 

 

Over recent years, Mika has experienced considerable money worries. As well as having a 

number of valuable assets, he also has significant debts. Despite taking various steps to 

address his debt issues, Mika’s financial position deteriorates. He becomes insolvent and 

applies for sequestration. He enters sequestration on 3 February 2021 and a trustee in 

sequestration is appointed. 

 

Upon reviewing Mika’s estate and his dealings over previous years, the trustee is uncertain 

about the status of various items of property and transactions. She has particular doubts 

about the following:  

 

(a) Investment bonds that Mika holds as trustee for his fiancée. He transferred the bonds into 

trust on 9 January 2019.  

 

(b) A holiday home in Feshiebridge that Mika sold to his cousin in February 2019. The 

property had been valued the previous year at £150,000 but Mika sold it for £120,000 due 

to his desire to obtain money quickly. The money was paid in exchange for the disposition 

on 1 February 2019 but registration in the Land Register did not take place until 12 

February 2019.   

 

(c) A sports car that Mika gave to his brother as a present on 1 March 2020.  

 

(d) Mika’s home in Dingwall. A standard security over the home was created by Mika in favour 

his friend Norma on 12 August 2020 to secure a pre-existing loan that she provided to 

him on 2 March 2020. Norma is now seeking to enforce the security.  

 

(e) A yacht that Mika inherited from his father, following his father’s death on 20 February 

2021.  

 

You are approached by the trustee in sequestration for legal advice about the legal position 

for each of these. Advise her. 

 
 
 
 

END OF QUESTION PAPER  
 


