TENOA committee                 Annual Report                                              July  2015

Your committee was voted into office on 21st May 2014 and since then we have been attempting to represent the best interests of all 278 owners in our development. 

We inherited a situation in which there were serious financial issues. Our income was adversely affected by over 30 owners with arrears in payment of their Factor’s Fees and over 160 owners were outstanding in their payments to the Maintenance Fund. This fund is in place to pay for projects or expenditure of a non-routine nature. Factor’s Fees are used for such items as utilities, lift maintenance, waste bins, and insurance. This currently stands at £100 per month per apartment and we understand there are now only two owners who are non-payers who have not been in touch with the Factor.  This does not include those owners who are now on payment plans agreed with City Factoring. Despite this, outstanding payments, we understand total £68,000, the most recent figure given by A.McDivitt of City Factoring at the Owners Meeting on 7th May.
A request to all owners for payment to the Maintenance Fund was made in August 2013 following identification of some £150,000 worth of work that was required to be carried out. This resulted in £56,491 being raised but left £86,940 outstanding. We understand from City Factoring that some £79,000 is now outstanding and City Factoring have failed to secure these outstanding funds from owners. Despite several requests to City Factoring, no detail of where the £56,491 has been spent has been received by the committee. 
Following lengthy delays by City Factoring to open a separate bank account for payment of Maintenance Funds and following a committee meeting on 14th October which A.McDivitt attended, it was agreed that the committee would open a separate bank account.  Only your committee has access to this account. Funds in the account stand at £3,620. As confirmed by the committee chairman in his letter in January, the sort code for this TENOA account is 83 24 18 and account number 10757176. All outstanding Maintenance Fund payments should be made immediately to this account.
In May 2014, our Buildings insurance premium went from £54,000 to £105,000. The reason for this was that the previous insurance company declined to renew our policy because of:

1. Ongoing serious issues with electrics which have not been resolved in the last 12 months

2. No Fire Risk assessment done after 12 months

3. A large storm claim and uncertainty over the condition/suitability of the cladding.

4. Uncertainty over the relationship between the property management and co-proprietors and who is authorised to make decisions and carry out risk improvements and the knock-on effect and political issues surrounding the development that we have witnessed over the claim and risk improvements in the last few months.
Since then, you have elected a new committee who are now in place and our buildings insurance premium has reduced to £86,000 from May 2015.
An account of income and expenditure prepared by City Factoring for the period from 1.1.14 to 31.5.15 show expenditure exceeding income by £13,615. This is bad enough but these figures do not show the outstanding creditors who are owed over £90,000. One of these, Scottish Power, has applied for disconnection of our electricity supply on several occasions over the last 12 months. City Factoring ignored an instruction in March 2015 from your committee to make a payment to Scottish Power. We, the owners are liable for payments to all creditors but City Factoring have consistently failed to provide the committee with full details.
The committee has requested from City Factoring the following since being elected in May 2014:
1. A budget for 2014/15

2. Monthly accounts to be produced promptly. We received accounts for March 2015 in June 2015. 
3. An independent audit of City Factoring accounts.
4. Full details of creditors including the age of debt for each.

5. A critical risk analysis identifying key areas that are critical to the everyday functioning of the Development including lifts, power supply, maintenance of water pumps, car park extractor fans, maintenance of dry risers etc. These should be a priority.
6. Quotes from contractors for work planned.

7. Committee authorisation for work to be undertaken.
8. Committee to authorise payment for work completed.

9. Health and Safety – a significant number of emergency lights in the staircases of each block remain non-operational despite several requests for them to be fixed. In the event of a fire this is a serious health and safety risk.
None of these requests have been met by City Factoring. 
In May 2015, City Factoring arbitrarily removed our visual access to the Owners Account which was agreed as part of the Tender in August 2014. This means we had no means of identifying any transactions in or out of our account or where our money was being spent. After our protest at this action, City Factoring restored this facility but they maintain they have the right to take this action at any time!
Annual charges: City Factoring are charging the following annual costs to the Owners Account (paid for through Factor’s Fees):    

	Management Fee
	£45,000

	Administration
	£20,000

	Maintenance
	£20,000

	Office Rent   
	£8,400

	VAT
	£23,800

	Total
	£117,200


The committee have challenged City Factoring regarding these costs which are unsustainable but the company has chosen not to reduce them despite our serious financial position.

Your committee is finding it increasingly difficult to work effectively on your behalf when faced with such lack of cooperation from the Factor. In all the circumstances and following legal advice from MacRoberts LLP, we feel we have no option but to terminate the contract with City Factoring Ltd and to recommend a change of Factor before the situation deteriorates further. As you can imagine we are not a very inviting prospect for any potential Factoring company to take on this role particularly with the significant outstanding debt situation for which we, the owners, are ultimately responsible. 
After lengthy discussion, we are recommending that the Factoring role is carried out by an in-house company, The Element Factors Ltd. This company will be run by the team who currently manage Ocean Apartments and who have experience of owning and managing some 50 apartments here in Newhaven and 41 in Aberdeen. They also have most to lose by any deficiency in our Factoring provision. We have also had discussion with the other two main owner groups: Hot-el-Apartments (30 flats) and FM Property (33 flats) and they support our recommendation.

1. The Element Factors Ltd. have completed the Tender document that was used last year by the committee.

2. They will take over as Factors with immediate effect assuming their appointment at the AGM. They are registered Factors under the current legislation.

3. They will comply with the requirements of the Property Factors (Scotland) Act 2011 Code of Conduct.
4. They will be contracted for an initial 12-18 month period.
5. They will not be paid a Management Fee (currently £45,000 plus VAT a year) for the period of their contract. 
6. They will carry out an urgent risk assessment of our development and identify the priorities for essential and remedial work. 
7. They will provide admin support on a part time basis at approx. 50% of the current cost of £20,000 
8. They will retain a full time maintenance person and cleaners.

9. All decisions regarding expenditure and payments of over £500 will require committee approval.

10. Appointment of contractors will require committee approval.

11. All contracts will be vetted by the committee.

12. A Factor’s Fees account will be opened by Element Factoring for receipt of monthly payments by owners.

13. A separate account already exists for payment of Maintenance Funds as requested from time to time.

There remains a great deal of work to bring our development up to the standard we expect but your committee believes this cannot be achieved with the current Factor in place.

In accordance with the Deed of Conditions, we require a minimum of 50% of the owners (i.e. 140 votes) to appoint a new Factor and a vote will be taken at the AGM.
If you are unable to attend the AGM on 15th July, to be held at 7pm at David Lloyd Leisure, Newhaven, please complete a Proxy Vote form (attached). This should be completed in full, signed and returned to the committee chairman, Alan Henderson at the Hot-el-Apartments office, Waterfront Cafe, 9 Western Harbour Breakwater, Edinburgh, EH6 6PZ or any committee member by 5pm on 14th July latest. (Committee members’ details are on the website www.tenoa.co.uk)

Alan Henderson

TENOA chairman (E mail: chairman@tenoa.co.uk)
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