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  REPORT	
  
	
  

YEAR	
  ENDING	
  5th	
  APRIL	
  2013	
  –	
  YEAR	
  3	
  
	
  
This	
   has	
   been	
   a	
   bit	
   of	
   a	
   frustrating	
   year	
  mainly	
   because	
   this	
  was	
   really	
   the	
   first	
   year	
   trading	
   as	
   a	
  
landlord	
   and	
   therefore	
   there	
   were	
   a	
   lot	
   of	
   one-­‐off	
   set	
   up	
   costs	
   and	
   we	
   found	
   ourselves	
   having	
  
commercial	
  battles	
  with	
  a	
  number	
  of	
  people,	
  mainly:	
  
	
  

• Utility	
   companies	
   who	
   had	
   put	
   us	
   on	
   emergency	
   rates	
   and	
   receiving	
   bills	
   from	
   various	
  
suppliers	
  when	
  we	
  it	
  is	
  only	
  possible	
  to	
  be	
  billed	
  from	
  one;	
  

• Commercial	
   arguments	
   with	
   the	
   Council	
   due	
   to	
   the	
   ground	
   floor	
   rates.	
   	
   We	
   have	
   been	
  
arguing	
  it	
  has	
  been	
  dilapidated	
  and	
  therefore	
  un-­‐rentable	
  and	
  they	
  claim	
  we	
  still	
  need	
  to	
  pay	
  
rates	
  even	
  though	
  empty	
  and	
  un-­‐rentable;	
  

• 	
  The	
  telephone	
  people	
  as	
  we	
  were	
  not	
  getting	
  the	
  support	
  we	
  needed	
  that	
  we	
  had	
  paid	
  for;	
  
and	
  

• A	
   previous	
   tenant	
   who	
   died	
   and	
   who’s	
   estate	
   refused	
   to	
   pay	
   any	
   rent	
   or	
   historical	
   bills	
  
relating	
  to	
  their	
  tenancy.	
  

	
  
All	
  in	
  all	
  it	
  has	
  been	
  a	
  difficult	
  year	
  but	
  one	
  I	
  wouldn’t	
  change.	
  	
  Although,	
  the	
  profit	
  and	
  loss	
  doesn’t	
  
look	
  fantastic	
  there	
  are	
  a	
  number	
  of	
  one	
  off	
  costs	
  in	
  their	
  that	
  all	
  relate	
  to	
  the	
  set	
  up:	
  
	
  

• £450	
  legal	
  costs	
  for	
  setting	
  up	
  the	
  tenancy	
  lease	
  agreements;	
  
• Approx	
  £1,000	
  for	
  gas	
  and	
  electricity	
  relating	
  to	
  the	
  building	
  work	
  that	
  has	
  been	
  done;	
  
• Cleaning	
  costs	
  will	
  now	
  reduce	
  by	
  £150	
  per	
  month	
  as	
  Cheryl	
  has	
  agreed	
  to	
  do	
  it	
  each	
  week;	
  
• There	
  are	
  still	
   issues	
  with	
  the	
  telephone	
  and	
  broadband	
  as	
  these	
  should	
  cover	
  themselves.	
  	
  

We	
  have	
  recently	
  changed	
  supplier	
  and	
  hope	
  to	
  see	
  some	
  improvements	
  in	
  this	
  area	
  during	
  
2014;	
  and	
  

• In	
  2014	
  we	
  have	
  signed	
  up	
  a	
  new	
  tenant	
  on	
  the	
  ground	
  floor	
  so	
  we	
  have	
  a	
  double	
  benefit	
  of	
  
no	
  rates	
  and	
  rent	
  coming	
  in.	
  

	
  
In	
   terms	
   of	
   the	
   balance	
   sheet	
   it	
   is	
   reasonably	
   clean	
   there	
   are	
   a	
   few	
   things	
   to	
   tidy	
   up	
   in	
   terms	
   of	
  
debtors	
  and	
  creditors	
  but	
  nothing	
  major.	
   	
  The	
  main	
  debtor	
   is	
  Corilla	
  Plastics	
  but	
  they	
  caught	
  up	
   in	
  
the	
  New	
  Year.	
  
	
  
Tenant	
  Schedule	
  as	
  at	
  30th	
  January	
  2014	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  



Valuation	
  
	
  
As	
  a	
  guide	
  we	
  should	
  be	
  looking	
  for	
  a	
  valuation	
  of	
  at	
  least	
  10	
  times	
  rent	
  (debt	
  free),	
  which	
  is	
  £614k.	
  	
  
However,	
  if	
  we	
  were	
  to	
  make	
  a	
  net	
  profit	
  of	
  £30k	
  a	
  year	
  from	
  £62k	
  rent	
  and	
  an	
  investor	
  wanted	
  a	
  6%	
  
yield,	
  (which	
  is	
  reasonably	
  high)	
  they	
  would	
  be	
  looking	
  at	
  £500k	
  as	
  a	
  valuation.	
  	
  Therefore,	
  I	
  would	
  
be	
  looking	
  at	
  £550k	
  in	
  today’s	
  market.	
  
	
  
We	
  currently	
  owe	
  about	
  £130k	
  to	
   the	
  Co-­‐op	
   (as	
  at	
   Jan	
   ’14)	
  and	
  therefore	
  a	
  net	
  valuation	
   is	
  about	
  
£420k.	
   	
   By	
   January	
   2014	
  we	
  will	
   have	
   invested	
  £360k	
  between	
   the	
   three	
  of	
   us	
   and	
   therefore	
  will	
  
have	
  made	
  £60k	
  in	
  terms	
  of	
  equity	
  in	
  the	
  property.	
  
	
  
In	
  4	
  years	
  time	
  we	
  should	
  have	
  repaid	
  all	
  the	
  debt	
  and	
  the	
  property	
  should	
  be	
  worth	
  £600k	
  at	
  least.	
  	
  
Given	
  our	
  original	
  investment	
  was	
  £360k	
  we	
  will	
  have	
  made	
  an	
  equity	
  profit	
  of	
  £240k	
  or	
  £80k	
  each.	
  	
  
However,	
  we	
  will	
  need	
   to	
   invest	
   further	
  monies	
   in	
   the	
  up	
  keep	
  and	
   improvement	
  of	
   the	
  property	
  
during	
  that	
  period.	
  
	
  
I	
  hope	
  this	
  provides	
  you	
  with	
  an	
  update	
  on	
  the	
  performance	
  of	
  the	
  1850	
  Pension	
  Fund,	
  however	
  if	
  
you	
  have	
  any	
  questions	
  please	
  do	
  not	
  hesitate	
  to	
  contact	
  me.	
  
	
  
Yours	
  Sincerely	
  
	
  
	
  
	
  
Thomas	
  Fleming	
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