JFM <3¢

BLOCK & ESTATE MANAGEMENT
——————0NE CLIENT - ZERO CONFLICT

Case Study

Wilmington Close RTM Company Limited
Watford, WD18 OAF

A mixed-use building of 103 private flats, 40 housing association flats, and 6
commercial units, situated in an 8-storey building in Watford town centre

Overview

JFM took on the management for the block in June 2016. The directors warned us that it would be a huge challenge,
and that the finances in particular, were in a complete mess. How right they were. With JFM still being only one year
old at the time, one of the managing partners, James Farrar, took this client under his wing. He got to work in making
sweeping changes across the board, encountering all sorts of hidden ‘gremlins’ as time unfolded. The following is a
summary of a few of the most critical issues which were resolved.

Service Charge Accounts / Budget — 3 years’ accounts inside 1 year

No service charge accounts had been produced since 2011. James spent dozens of hours sorting through historic
invoices for the 7-budget-schedule scheme and inside 9 months had the 2015 and 2016 accounts prepared and
distributed. Two months later and the 2017 accounts were also ready and out to leaseholders — less than 2 months
after the March year-end. The many inaccuracies in the financial setup were meticulously worked through with every
possible improvement and fix applied. An example budget of the outcome is shown below (low resolution is due to
large size of original document).
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Clientname:  Wilmington Close RTM Company Limited
Property: Wilmington Close, Watford, WD18
Year-End: 24 Mar 2018
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BLOCK & ESTATE MANAGEMENT

SCHEDULE 1 - BUILDING COSTS - ALL UMITS Expense Code To 24 Mar 2017 To 24 Mar 2018
Bins / Bin Store Cleaning 5300 nfz £1,620.00
Buildings & Terrorism Insurance 5100 £1% 50000 £14,000.00
CCTV Maintenance 5270 £4,000.00 £2,500.00
Cleaning - external (external grounds, jet-washing & frontage) 5291 £1 74700 £2,240.00
Communal Water Supply (Fresh & Wasts) 5136 nfz £1,200.00
Company Accounts 5812 nfa £60.00
Company Secretarial Fees & Annuzl Confirmation Statement (Incl. VAT) 5802 £366.00 £433.00
Directors & Officers Insurance 5103 £676.00 £350.00
Directors’ Meetings 5603 £250.00 £250.00
Drainage including gutters, downpipes & soilstacks 5191 £1 550.00 £1,550.00
Dry Riser Testing 5171 £1,125.00 £420.00
Electricity - Building 5130 £10,608.00 £3,024.00
Engineeering Insurance 5105 £343 .00 £1,560.00
Fire Systems Maintenance Contract (Emerg lighting, AOVs & detection) 5262 £1 810.00 £972.00
Fire Systems Repairs 5192 nfa £600.00
Gardening / Landscaping Maintenance 5320 £3,620.00 £3,480.00
Gardening Projects {new planting etc) 5323 £1,000.00 £750.00
General & Fire Risk Assessments 5271 n/a £600.00
General Repairs & Maintenance - External 5173 £6,000.00 £5,500.00
Insurance Claims 5104 £1,000.00 £1,000.00
Legal & Professional Fees 5800 £1,000.00 £1,000.00
Lighting Conductor Repairs 5193 £4,000.00 £500.00
Lighting Conductor Testing 5194 £350.00 £350.00
Meeting Costs [Room Hire & Refreshments) 5602 £417 00 £300.00
Miscellaneous 611 £250.00 £250.00
Parking Enforcement [Parking Eye) 5272 nfa £3,000.00
Pest Control 5400 £1,000.00 £1,000.00
Refuse [ Waste Collection 5380 £1 40000 £1,400.00
Reinstatement Cost Assessment {Insurance Valuation) 5813 £1, 50000 £0.00
Roof Inspection 5268 £200.00 £200.00
Service Charge Accounts 5814 £600.00 £1,250.00
Sump Pump 5168 £835.00 £720.00
Telephone & Broadband [CCTV & Parking Eye) 5131 £2 030,00 £752.00
TV Aerial Repairs 5195 nfz £300.00
Window Cleaning - Entrances [ Building 5291 nfa £1,296.00
Sub-Total: £67,172.00 £54,473.00
SCHEDULE 1 - RESERVE FUND - ALL UNITS Expense Code

Cleaning of Exterior of the Building 5301 £17,685.00 £11,000.00
SERVICE CHARGE SCHEDULE 1 TOTAL: £84,857.00 £65,473.00
SCHEDULE 2 - CAR PARK COSTS - CAR PARK USERS Expense Code To 24 Mar 2017 To 24 Mar 2018
Car Park Entry Remotes 5167 £100.00 n/a
Cleaning - Car Park 5296 E£874.00 £780.00
Electricty - Car Park 5137 nfa £2,520.00
Gate Maintenance Contract 5165 £437.00 £624.00
Gate Repairs 51e4 £2,000.00 £1,250.00
General Repairs & Maintenance - Car Park 5196 nfa £00.00
Lighting Maintenance - Car park 5197 nfa £700.00
Sub-Total: £3,411.00 £6,474.00
SCHEDULE 2 - RESERVE FUND - CAR PARK USERS Expense Code

Wehicle and Pedestrian Gates Major Refurbizhment nfa nfa £0.00
SERVICE CHARGE SCHEDULE 2 TOTAL: £3,411.00 £6,474.00
SCHEDULE 3 - PRIVATE FLATS" COSTS - 103 PRIVATE FLATS Expense Code To 24 Mar 2017 To 24 Mar 2018
Carpet Cleaning 5293 £711.00 £1,200.00
Cleaning - Internal 5290 £14 851.00 £13,260.00
Door Entry Fobs & Code 5169 £100.00 nya
Electrical Repairs 51562 £1,500.00 £0.00
Electricity - Private 5138 n/a £11,340.00
Entryphone Maintenance 5177 £1 801.00 £1,196.00
General Repairs & Maintenance - Interior 5178 £14 000.00 £10,500.00
Lift Maintenance Contract 5182 £1,123.00 £1,433.00
Lift Repairs 5186 £1,333.00 £1,333.00
Lighting Maintenance - Interior 5179 £3,000.00 £2,500.00
Manzgement Fees (inc. VAT) - Private Flats 5504 £18,306.00 £20,023.00
Telephone & Broadband - Internal 5133 n/fa £1,1838.00
Window Cleaning - Private Flats 5292 £250.00 £0.00




Sub-Tokal: £56,975.00 £53,973.00
SCHEDWUILE 3 - RESERVE FUMND - PRIVATE FLATS Empense Code
{nrpet 1 Flogan ng iepe-::rrenl: Ji9g £6,364.00 £2,000.00
mternal Resdecoraton 195 £4,36E5 .00 £7,000.00
Liftz Refurdishment 5200 £6,300.00 £2,500.00
Sub-Tokal: E17,932 00 £13 500.00
SERVWICE CHARGE SCHEDULE 3 TOTAL: £74,907.00 £77,473.00
SCHEDWULE 4 - COMMNIUN AL HEATIMG SYSTEM - ALL FLATS Expanse Code T 24 Mar 2017 To 24 Mar Z04E
Bosler Gas Safety 3253 E300.00 E£300.00
Boilar Maint=ranos Contract JiBer £1,235.00 £1 7EE.0D
Soilar REFIir! Jie1 £3,000.00 £, 300.00
Elsctricty - Heating 3140 n'a £3,780.00
Fump Mainterance Contract 5182 E343 00 EJBO.0O
Pump F.-:puirs 3183 E2, D00 00 £1,300.00
Smiart Mister Eil ng Ji=22 E3, 70700 £2,030.00
Switch2 Maintenamo= & Repairs Combract :incI.Emnrt-r".:tcr :iIIi'\E: 5204 na £1%,434.00
Water -'r'Ei:r-: Maintznance & Testing 3255 £1,123 .00 EBDO.0O
Wabar S Dply 3423 EX, 00000 nj=
Sub-Total: £14 481 0 £30,720.00
SCHEDWULE 4 - RESERVE FIUMD - ALL FLATS Empanse Code
"r'-:_'c!r Repa ri Replacement of Boilers 5202 EZ EO0.00 £1,000.00
Major Repair [ Replacemeant of Pumps 5203 £1,000.00 £500.00
Sub-Total: £3,800.00 £1,500.00
SERWICE CHARGE SCHEDULE 4 TOTAL: E17 2B 00 £31 720.00
SCHEDWLE 5 - HOWSING ASSOCIATION COSTE - FLATS 140 Empense Code To 24 Mar 2047 To 24 Mar Z04E
Carpet Clea "|i"|E 5297 £337.00 ni=
LTV 5273 na ni=
Dwoor Entry Fobs & Codes 5184 S0 00 ni=
Electrical Repairs 5185 E£300.00 nfa
Elsctricity - HA EEEL) n'a £4,536.00
Emergency Lishting Contract 5274 £0.00 nfa
E"|L—||'P"|I:I ni® BAmintEnano S1EF EESS.00 E600.00
Seneral Mainteranos - HA 5204 nfa n=
Lift Mainterancs Contract 5487 E3E2.00 ETL7.00
Lift R=pairs ey EcEE 00 EBBE.0O
J;htinE Mzinkzrance xiE5 EN00.00 ni=
Manazemant Faes [inol. VAT) - HA 3810 E7.105.00 £7,336.00
‘Window Clear ng - HA J2og E123.00 E£432.00
Sub-Total: £10,538.00 £14 4B7.00
SCHEDUWILE 5 - RESERVE FIUND - HA UNITS Enpense Code
{nrpet_.' Floon: ng Hepec:rrcnt n'e s ED.0O
niternal Redecoraton n'e ' ED.0O
Lift R=furbishment na ' ED.00
Sub-Tokal: EB.DD ED.0D
SERYICE CHARGE SCHEDULE 5 TOTAL: £10,538.00 £14, 487.00
SCHEDUWLE 6 - COMMERCIAL WNIT DDS5TS - 8 COMMERCIAL UNITS Expanse Code To 24 Mar 2047 To 24 Mar 2048
Electricty - Commerdal 5141 s £17,000.00
Manazement Fees [incl. WAT) - Commerda 5541 £1,422.00 £1,536.00
Window Clean ng - Commeroal 3285 £2,134 00 E0.0D
Sub-Total: £3,543.00 £18,536.00
SCHEDWLE 6 - RESERVE FUND - 2 COMMERCIAL UNITS Expanse Code
n/fa nfa nfn n/s
SERYICE CHARGE SCHEDULE & TOTAL £3,543.00 £18,536.00
TOTAL SERVICE CHARGE PAYABLE BCROSS ALL SOHEDUALES £2105,4659.00 ﬂld-,iE!.[Hll
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Service Charge Arrears - £45,000 reduced to £800 in 4 months

The arrears that were inherited were very high, standing at over £45,000, and this excluded thousands of pounds
which had yet to be billed to several of the units due to incorrectly classified unit-types, consequent inaccurate budget
percentages, and many other oversights by our predecessors. Within four months the arrears had been reduced to an
almost negligible sum.

Commercial to Residential Reclassification- Recovery of £10,000

There were originally 7 commercial units. By the time JFM took over management, one of them had been turned into
9 new flats, all retained under one original lease. They had been connected to the communal heating system but had
not yet been connected in such a way that they had any means to measure their usage, and therefore no legal means
to be billed for it. They were still being billed service charges as a commercial unit, even though the renovation to
residential flats had been completed 18 months prior. JFM quickly went about, without need for external legal
assistance, changing the classification for the unit and reconfiguring the service charge percentages for all 149 units
across the 7 budget-schedules. The changes were back-dated to 18 months before, and agreement made with the
leaseholder to pay a reasonable estimate for their 18 months of free utilities usage. The 9 new flats were all made to
have smart meters fitted and incorporated into the communal heating system at a cost of £6,500 (recharged to them)
and everything put into perfect order within 9 months of taking over. The leaseholder had every right to challenge the
changes in a much bigger way than they did, but through smart negotiation by JFM, this was expertly avoided.

Budget / Reserves Generally - £500 per flat saving and £10k VAT rebate received

Due to the forensic analysis of the financial setup, all the changes to the service charge accounts, budget and
percentages payable, inevitably a miscellaneous array of other significant faults were found and fixed. The 7-schedule
budget had been assigned a single reserve fund for a start, naturally leaving them in a precarious state and open to
challenges by leaseholders. James worked backwards and split this pot into four separate ones at the ratios they ought
to have been.

£45,000 of annual electricity usage had previously been overlooked and was missing from the budget. £23,000 of this
sum was payable by the 6 commercial units only and yet had been paid by the building as a whole for the 6 years of
the block’s existence before JFM came to the rescue. This one change alone instantly shaved £500 of each of the 143
flats service charge liability!

Then there was the considerable VAT rebate successfully applied for giving the building a nice windfall of nearly £10k
after years of previous agents paying the wrong rate of VAT.

Historical Gas Debt - £2,239 per flat saved

When JFM first sent over photographs of the communal heating system gas meter to the supplier, the supplier
declared that the meter had been misread for the last 6 years and that an important digit from the reading had been
omitted on every occasion a reading had been provided. This resulted in an unexpected £340,000 debt owing! This
left JFM in a bit of a sticky spot having to break this news to the flat-owners. However, by the time the news was
announced, the debt had been challenged and negotiated down to just £39,000 and terms agreed for it to be paid
within a feasible timeframe. This one act alone saved every one of the flats in the building on average £2,239!



