JDW: holds 40- year lease on pub

Nearly £2m
for pub with
JDW tenant

A freehold investment prop-
erty in London that is tenant-
ed in partbyJD Wetherspoon,
has sold for £1.825m.

The pub, in South Nor-
wood, has been tenanted by
Wetherspoon since 1998 on a
40-year lease, with an initial
rent of £50,000 per annum,
subject to five-yearly review,
(due next on 13 July 2008).

Nine flats above it rent out
for a combined income of
£58,260. The pub, near Crystal
Palace FC, was sold prior to a
Bernard Marcus auction.
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Pub companies can't expect
rents to increase in line
with inflation, according to
chartered surveyor Cookseys
DMP.

Managing director David
Morgan said thatlots of high-
street outlets have not seen a
rental increase.

“There are a large number
of high-street rents stand-
ing still and an equa]ly large
number of nL! rent increases
at rent review.”

Morgan said that staffing
costs and soaring utility bills
are damaging profits.

“Pub rents are always
calculated on a profits test
basis. Massive increases in
utility and staff costs are
hitting straight at the
bottom line, with a direct

effect upon profitability.”

Many pub leases state that
an outlet’s rent will automati-
cally increase in line with
the Retail Price Index (RPI).
At 2.5%, this would mean an
increase of 12.5% per five-
year periodic rental review.

Morgan also questioned
the “creative financial
accounting” behind sale and
lease- back transactions.

He said: “I wonder at the
underlying certainty of the
sale and lease-back module
being used by a desperate
legion of corporate buyers
and linked with the profes-
sional advice which they and
their bankers mightbereceiv-
ing as a future rental growth.

“When - as it inevitably
will - the merry-go-round

stops,itmightbethecase that
certain parties and their
professional advisers will end
up catching a colossal cold.”

Asking twqh questions: I:Iavld
Morgan takes a swipe at “creative
financial accounting”




