DYC Treasurer's Report for the AGM on 30th Jan 2020
Financial statement for period 1st Oct 2019 to 30th Sept 2020
SUMMARY
It’s been a very unusual and challenging year! 

I am pleased to report that turnover in 2019-20 was £293,218 vs £304,716 the previous year. We made a profit of £8,914 vs a loss of £4,569 the previous year.
At the end of previous financial year our concerns were rental income from the middle floor (ex- Bushell's Upper Deck), managing our catering offering better and planning for the Gun Room refurbishment.  Events outside our control in the form of coronavirus have overtaken our plans considerably, however, because of actions taken by the Committee and the loyalty of our membership, we are in reasonable financial shape and probably better off than many other clubs.  We cannot be complacent as we go into 2021 with a high level of uncertainty remaining.

Membership subscriptions have held up strongly (£51,643 vs £47,038), despite the extensive restrictions on our operations which is obviously a disincentive to join.  2020 was the first year of using the automatic Direct Debit facility to collect subscriptions and this brought in £18,901 on the 22nd of April.  The Committee elected to keep the subscription rates unchanged for 2019-20. 

On-water activity has been impacted and we see this in a reduction of income for training activities, although power boat and canoeing donations have stood up well.

Combined sales of food and drink have been seriously impacted by the enforced closures of the clubhouse, however the creation of outdoor service space on the South Embankment has been a huge success and largely contributed to recovering the lost income. The Club is actively seeking to have a similar facility in future years.

The Gun Room refurbishment was completed in February.  This was over budget due to extra works (see below).

We resolved the outstanding debt issue with Bushell's Upper Deck.  The lease was surrendered on 1st April 2020 and the outstanding debt cleared down.  However, the Club has lost the ongoing income from renting the top apartment and the middle floor which was worth £22,200 annually.  The top apartment has had essential works completed and is partially let; we have redevelopment plans for the middle floor (see below).

Despite making a small profit there is no corporation tax to pay for 2019-20 due to our CASC allowance.
CORONAVIRUS IMPACT AND ACTIONS
Closures and Restrictions
With the announcement of Coronavirus Lockdown #1 at the end of March, the clubhouse was forced to close its doors for three months with no sales of food or drink, offset by the avoidance of some operating costs.  The Club was able to pay all of its suppliers on time.

Showers were closed and remain so until we can find a means of safely and cost effectively operating them as the guidance is that they must be cleaned between each use.  Note that some shower refurbishment works will be required before reopening them.

When the clubhouse reopened on 4th July, measures were put in place to maintain social distancing and sanitation.  The ground floor toilets have had sensor lights and taps installed to improve hygiene.  To reduce the risk of transmission, the Club was required to use plastics for outside and advised that they should be single use (not very 'green' but at least they are recyclable).
Bounce Back Loan
The Club has secured a Bounce Back Loan for £50,000 from our bank Nat West.  These loans are underwritten by the Government who pay the first year's interest and fees.  Thereafter the interest is 2.5% fixed.  There are no penalties for early repayment.  The intention is to use this money if necessary to see the Club through financially and if not we may return some or all of the money by June 2021.  Alternatively we may use it to fund the redevelopment of the middle floor.  This decision depends on how we fare financially by the end of winter and how the Coronavirus restrictions develop.

Furlough
With the exception of our Bookkeeper, we furloughed all the other staff under HMRC's Coronavirus Job Retention Scheme.  This kept our direct costs down to a minimum whilst we were unable to trade, although the Club remained liable for employer's pension contributions and NI.  We received £12,576 in furlough payments in the year.

Sport England Grant
The Club won a Community Emergency Fund Grant of £9,854 from Sport England.  This was funded by the National Lottery and designed to help sports clubs with overheads, direct costs and staff costs not eligible for furlough.

SHDC grant(s)
As a business rates payer, SHDC awarded DYC a 'Small Business Rate Relief and Retail Hospitality and Leisure Grant Funding' grant of £10,000.

Note: further grants are eligible in Lockdown #2 and the current restricted business situation.  We are also eligible for a grant for the middle floor in the next financial year.

Business Rates Relief
Our business rates bill of £901 for the first half of 2020 has been refunded by SHDC.

VAT
The Club has continued to pay its VAT bills as required.  The option to defer our VAT payments was declined as we had just finished the Gun Room refurbishment with the result that we had net refunds from HMRC in two quarters.

We have implemented the Covid-19 temporary 5% VAT rate on food and non-alcoholic drink sales which has saved the Club £3,675 in VAT payments.

Dine Out to Help Out
The Club did participate in this scheme, reducing diners' bills by £1,877 which was refunded to the Club by HMRC.

Embankment Licensing
With Government guidance that outside drinking and eating was preferable, the Club applied for a pavement license on the South Embankment (£500 for a pavement license and £89 for an alcohol service license).  We purchased some tables, chairs, barriers and extra bar trays at a cost of £1,761 and we have more than made this investment back.

Middle Floor Licensing
The Club has had a temporary license for alcohol consumption (£89) for the middle floor since the beginning of September, however the government subsequently required us to offer table service only which makes it logistically very difficult for the hospitality team to operate over two floors.

PROPERTY
Gun Room Refurbishment
The planned Gun Room refurbishment happened in January-March of 2020.  This was significantly over budget at £26,425 vs. an estimated £16,000.  The main overspend resulted from the need to dry-line the long wall due to the discovery of damp, fire door works to the kitchen, and an under-estimate of the effort required.  £23,784 was booked to Property Improvements and £2,641 booked to Furniture & Fixtures.

Repairs to Flats
As the freeholders, the Club was liable for a 1/3rd share of repairs to the gable wall above the garage at £835.  Note that this isn't covered by any income stream other than the £50pa ground rent we receive but there seems little opportunity to increase the rent under the terms of the property lease.

Top Floor Conversion
When we took the top floor over from Bushell's, it was apparent that the condition of the apartment was well below the minimum legal requirement for us to be able to let it out as a consequence of a historic lack of maintenance by us as landlords (e.g. the last electrical inspection due date for the fuse board was 2001).  To replace the lost revenue stream of £600pcm, we needed to bring it up to code.  The Club spent £14,036 on fire safety, plumbing, gas, building and electric works with Bourne Transformations Ltd from Newton Abbot.  This was slightly under budget of £14,697 and has been booked to Property Improvements.  The work was specified and managed by local surveyor Richard Rhodes of Stoneleigh Surveying & Construction for £600.   Rather than do a comprehensive upgrade, we have decided to use the top floor for low cost or staff accommodation and anticipate generating rental income of approximately £1,000 per month, so this essential investment should pay back within two years.

Middle Floor Plans
Following the surrender of the lease by Bushell’s, and after much deliberation, the Committee concluded that another restaurant business was unlikely to succeed.  We looked at several ideas for the middle floor, concluding that conversion to a holiday let was most likely to succeed and give us a healthy sustainable income going forwards.  We are currently applying for planning permission for a change of use and have a design.  Conversion works are estimated by our surveyor at £68k.  We have taken professional guidance on likely income and anticipate using a letting agent with a managed service. 

Financial modelling shows an operating profit (revenues less direct operating costs) of £21,000 in the first full year of operation.  Given the coronavirus restrictions in operation and the current risks to the Club's cash flow, it is possible that we will need to use the £50,000 Bounce Back Loan as the main source of funding for the development work.  If we pay back the loan over five years we will incur £3,200 of interest which represents the cheapest form of loan we will likely ever get.

It is also clear that the increased revenues from the top apartment and middle floor will breach our £30,000 CASC property income limit after one year of full operation.  This will require us to break out our property operations into a separate tax paying legal entity which will be a subsidiary of Dartmouth Sailing Club (Holdings) Ltd. 

Taking into account the loan funding and taxes, we anticipate the payback on this investment in year six of operation. Once the loan has been paid off this investment should make a sustainable positive net contribution to Club funds of approximately £20,000pa.

HOSPITALITY
In 2018-19, combined income from bar and food sales was £179,096 vs £209,040, a fall of 14.3%.  Given the Coronavirus mandated closure and subsequent restrictions on operation, this represents a creditable performance attributable to significantly increased sales of drink from the outside seating service. 
Sales of drink between the end of lockdown on 4th July and the end of the financial year were £84,381.  In the comparable period of the preceding year, sales were £51,609.
Food sales weren't so successful at £33,645, showing a fall of 36.4% for the year from £54,219 whilst food purchase costs fell 38%.  Our goal remains to return food sales to the £63,714 achieved in 2016-17 and the Hospitality Subcommittee is actively looking at the staffing and catering options for when our temporary cook leaves.
The wages and salaries for bar and kitchen staff were £91,720 vs £100,530 last year.  Offsetting this was the furlough receipts of £12,576 giving us an effective total direct wages cost of £79,144. 
The Committee has historically adopted a policy of paying our hourly staff the national living wage plus 10%.  Given we were in lockdown when the minimum wage was increased this year, and the financial uncertainty, the Committee opted to raise hourly rates by 50% of the implied increase which still leaves our staff on a 7% premium over comparable jobs.  Note that the national living wage will increase again in April 2021 by 2.2% which must be funded through increased sales or price rises.
OTHER INCOME (Covid 19 grants)
The unusually large amount of Other Income incudes the South Hams grant of £10,000, the Sport England grant of £9,854 and the furlough receipts of £12,576.
DONATIONS
Following the rule change approved at AGM 2019, ex-members have three months to reclaim their card balances or it could be swept into Donations.  This rule was requested to prevent an ever increasing liability on the Club's books from long departed members.  In March, before the new membership year, we swept £5,490 from 467 ex-members’ cards whose membership had lapsed or resigned at least six months previously.
CREDITORS - BANK LOAN
The Club had a historic loan with NatWest secured against the building.

Opening balance

£  7,626


Repayments made

£  7,200 


Interest paid

£     299


Closing balance

£     726
Note: this loan was paid off in November 2020 after the end of the financial year. 
CASC CALCULATION
As a Community Amateur Sports Club, the club is entitled to significant tax benefits providing it remains within limits. We are entitled to earn up to £100,000 in non-member revenue of which no more than £30,000 can be from property income. In 2019-20 our non-member revenue was £37,483 of which £13,124 was from property.

This is significantly down on the last few years, possibly because we had very few visiting yachts.
LOOKING AHEAD
We're looking to resume clubhouse activities as soon as HMG allows; in the meantime we are in receipt of some grants whilst closed.
Given the success of the outside table space, the Club is actively working with the other businesses on the Embankment to secure a pavement license for at least 2021.  Ideally we would like a five year license which would allow us to invest in some flat decking, wind screens and umbrellas.

The Committee has decided to move away from the members' card balance model to become a discount card.  Aside from resolving some processing and control issues, this should result in a reduction of the Members Card Account current liability of £19,600 and a reduction of the cash at bank by the same amount.
Tony Brighton

DYC Treasurer

15th January 2020
