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Dear Sirs

As managing agents of over 200 properties in central London we are strongly opposed to the
accounting proposals made in FRED 50 for the following reasons:

o From a practical viewpoint, all our Resident Management Company clients (RMCs) will
qualify for small company accounts filing whereby only limited balance sheet information
is disclosed:

o The RMC accounts will not be able to show the balance on the service charge and
reserves bank accounts, which are held in trust,

o there are no profit and loss reserves in service charge accounts

o such accounts would be of very little value to any user of them

o the additional cost of producing these accounts is therefore a waste

* From a theoretical viewpoint, the FRED contains flaws and difficulties:

o [timplies that the RMC will have to set up its own bank account , into which it will
"draw down" service charge monies, presumably as and when they are expended
since it can never have a positive or negative balance. This gives rise to
unnecessary administrative costs and complexities

o ltrelies on a form of memorandum accounting, in order to provide any kind of
meaningful information, which will cause confusion and will probably be
misleading to the unqualified user

o Full service charge accounts will always need to be produced for the lessees in any event
in order to give them the full picture and to comply with the leases. The requirements of
these accounts will always be far more demanding than any form of statutory accounts
or financial statements.

» Given the trust status of service charge monies, dormant company accounts for RMC's
is the only logical form where there is no ground rent to account for.

Yours faithfully

Jonathan Channing msc (Hons), AssocRICS, FIRPM

Farrar Property Management

t: +44 (0) 20 7341 0225

The Studio | 16 Cavaye Place | Chelsea | London SW10 9PT

e: jonathan.channing@farrar.co.uk | www.farrarpropertymanagement.co.uk
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WINNER OF LONDON PROPERTY MANAGEMENT COMPANY OF THE YEAR 2012-13

Speak to me if you’re thinking of letting or selling your house or flat

CONFIDENTIALITY NOTICE:

Farrar Property Management Ltd | Registered in England No. 03284375 | Reg. office: 152 Fulham Road, London, SW10 9PR | Vat
No. 927 2395 07.

The information in this Internet E-mail is confidential. It is intended solely for the addressee. Access to this Internet E-mail by
anyone else is unauthorised. If you are not the intended recipient, any disclosure, copying or distribution is prohibited and may be
unlawful. Internet communications are not secure and therefore Farrar Property Management does not accept legal responsibility
for the contents this message. Any views or opinions presented are solely those of the author and do not necessarily represent
those of Farrar Property Management unless otherwise specifically stated. Farrar Property Management may monitor the
contents of e-mail sent and received via its network for the purposes of ensuring compliance with its policies and procedures. If
you have received this communication in error, please notify us by email or by telephone 020 7341 0220 and then delete the email
and any copies of it from your system. Thank you for your co-operation. Farrar Property Management are authorised and
regulated by the Financial Services Authority (FSA) in respect of insurance mediation activities only.

We would like to know what you think about our service. Please Click Here to complete the online Customer
Satisfaction Survey which takes only 3 or 4 minutes to answer. Many thanks.
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