The re-appraisal of photovsystems.com

1.0 Introduction
The following report will detail the re-appraisal of photovsystems.com by ARH Facilities Management Ltd. The company has recently undergone a merger with an aluminium extrusions company; the combined portfolios are shown within this report. The company is looking for help and advice in order to guide them through, for what is a hard financial time for them.

This report will make comment on the optimal property portfolio that aims to achieve cost efficiency and organisational effectiveness. The report will begin will a brief analysis of the company's current financial state, by discussing its assets and ratios.

The following real estate and business issues are considered:
· Lease constraints

· Location factors

· Condition factors

· Functional dependencies

· Capacity and resilience

· Labour availability

· Financial performance
This report will also include a section on the existing Facilities Management issues:
· Existing Utilisation Ratios

· Existing Work Practices

· Existing FM resources
The next section will detail the company's current asset information. This will then be assessed by the facilities manager in order to increase the beneficial impact upon the client, as far as reasonably, financially and sustainable as possible.
2.0 Property Portfolio Details
Site 1 - is currently is working to 50% capacity. There are also other suitable industrial units available in the industrial estate. This scope satisfies the demand that will occur within the organisation in the next 10 years based on 25% year on year growth.

Site 2 - is currently working under its maximum capacity. The building is on a freehold basis.

Site 3 - is working at 60% of its possible capacity and is running on a 10 year lease which began on March 2005, it is 3 years through its tenure with 7 years left to run. The building allows for sub-letting and assignation. The building is running on a very competitive rent, and with relevance to the company's current financial status, should be kept.

Site 4 - The lease in Coatbridge is on a 15 year basis. It is currently 8 years through its tenure and has only a few months before the lease can be broken. The building is in good condition and will cost a small amount on dilapidations. The building is running at 50% capacity. This building allows for sub-letting and assignation.

Site 5 - is currently working at 40% capacity and could cope with the forecasting growth in turnover. Rent is high as it is located in a high class area of Aberdeen; Rent costing £300 per week. It is recommended that the management building be let go and merged with the site 4 sales department.

Sites 6&7 - are relatively new buildings, Leased new on July 2007. These are on a week by week basis and are expensive in cost. Both buildings are running at 25% capacity.
3.0 Business Details
Photovsystems.com - communication within the company is prospering due to the close spread, between most of the buildings, across the country.

Photovsystems.com - Links with Architects and Designers are relatively strong due to the location of the central campus of the company, in and around Glasgow. The main problem that does not allow more growth is the location of the sales department in Aberdeen, thus causing sales staff to travel long distances for meetings with customers.

Photovsystems.com - Product lines are reaching maturity

Certain sites are currently running well over an acceptable utilisation ratio.

The week by week leases (offices) are currently at an expensive rent cost and have ceased being of use by the company due to their 25% utilisation ratios.
4.0 Location details
A recent survey shows that 80% of customers are located within central Scotland. 60% of exports to the EU are flown by air.

Redundancies will have to take place due to the move of staff from Aberdeen. However, the Scale of the workforce within central Scotland is extensive and the presence of major universities and colleges allows for presentations to students advertising jobs within the company.

The property costs within Glasgow are dropping due to the credit crisis. For staff moving home, such as sales, good quality houses are available within the area. The cost of deposits for houses is high and could cause problems for staff looking for a move to the Glasgow area, particularly for the lower paid section of photovsystems.com. This section of staff may be the prime area that redundancies occur.

The location of the R&D and manufacturing sites are perfect for a growing company. They are situated within a new and expanding industrial estate.
5.0 Financial Details
Photovsystems.com year end profits have decreased in percentage of turnover due to a combination of location and communication problems. A deterioration of other accounting ratios has also occurred, including:

Current Ratio has declined from 1:1.8 to 1:1.2

Return on capital employment has declined 15%

Return on total assets has declined 20%

Stock turnover has increased by 20 days

Gearing ratio has reduced from 2:1 to 1.6:1

The head office in Glasgow is on a freehold basis and could be sold and leased back in order to release funds for buying new materials and plant, an thus improving the above ratios.

The R&D department could be sub let of assigned to an outside company. This would initially affect the total assets ratio, but in the long run the reduced cost of the building, especially if it were to be assigned, would ease the company's financial problems.

For all properties that allow sub letting, it could be a, financially pleasing, idea to pursue partnership with an outside company. This would dent the assets much less and bring extra monies to the company. Due to the current financial climate, it will be a struggle to find a willing company.

Selling and leasing back seems a very attractive possibility to photovsystems.com. The main candidate for closure should be the head office. This would reduce the rent costs and the fixed assets will stay at a more reasonable rate that of the sale of the manufacturing department.

The demand for the companies stock will be increased due to the company integrating into central Scotland.

"Just in time" procurement shall be looked at, this could significantly improve the stock turnover.

The above changes in the company's financial performance will be sought to improve the company's current and gearing ratios. This will be seen as a success for the company, especially with improvement paving the way for the forecasted 25% company growth.
6.0 Facilities Management Issues
The above utilisation factors are currently in a bad state, especially the week by week leased offices and the sales department. Good facilities management seeks that's these percentages be looked, whether it closing leases, assignation, sub - letting or partnering with an outside company could be adopted. Site 2 sees the opposite problem of a 100% utilisation of the building. The idea of selling the head office freehold and moving it to another site could be adopted. This would free up substantial monies for the company, but the companies assets would decrease. The only significant problem that would occur is that if the staff from the head office were to move site, then this would subsequently increase the utilisation factor of one of the other sites, this would then increase maintenance costs for that particular building.
6.2 Existing FM Resources
It is the opinion of ARH Facilities Management that the IT systems for all the above properties are out dated. It is seen as a huge investment to replaced the current system a completely worth the cost. This system will then be incorporated with a FM hot desk and company intranet in order to improve the facilities function throughout the company and its buildings.

Expansion of certain sites is possible due to their location. If expansion were to take place it would allow for the forecasted productivity increase and company growth.
7.0 Conclusions and Recommendations

7.1 Analysis of Property Portfolio

Photovsystems.com
The manufacturing branch in Cambuslang allows for great service to the market place due to its high proximity to the centre of Glasgow. Other sites are only a stones throw away and a short journey on the M8 and M74 will allow visits to the manufacturing department. Good travel routes are available for staff and there are two train stations within walking distance from the site that run from Glasgow. This site is located within a prospering industrial estate and allows for expansion and flexibility of industrial units for manufacturing.

Both the Head office and manufacturing are on a freehold basis and are in relatively good condition. The option of sell and lease back could also be an option due to the current financial problems photovsystems.com are having. Selling and leasing back would dent the company's balance sheet by immediately reducing the company's fixed assets. Costs of these leases would be around £250 per week for the head office and £500 per week for the manufacturing unit. The Both buildings are in relatively good condition so minimal dilapidations would occur.

R&D is located in Cambuslang, and again is perfect for travelling to and from the city centre, thus communication within the company is improved. The building is available for assignation, and due to the large scale of the building could be split and let out to create income, while still allowing for company growth and dilapidations would be significantly decreased. The rent cost of 60£sqft will be decreased by a reasonably high percentage. This building is in good condition and needs no refurbishment before assignation took place. Funding from a possible 'sell and lease' of the manufacturing unit could occur if decided.

The sales department in Aberdeen is currently suffering from poor communications with other departments of the company. Its location, like other sites, is far away from the others and this issue should be addressed. A problem that might occur could be the lost of jobs if moving buildings occurs. The move will be forced it seems as the scheduled 25% growth rate will not be enough to bring this building up to the sufficient working efficiency level needed to justify it staying open. The building is in a poor state and dilapidations will cost major amounts of money. The building is currently in the 9th year of its lease and is due to be given the opportunity of a break year in March 2009.

The management department is currently located in Coatbridge. This is a prime area for this building as it is in the outskirts of the city centre, and allows management staff the travel easily from each department and to their homes. The building is in good condition and is running at 50% of its capacity. It is recommended that this building be split and assigned to another company. This cuts down wastage of space and provides money for the company, which may help in allowing photovsystems.com into not selling and leasing back one of their freehold properties. However, this could only take place is the Aberdeen sales department were to stay open or to move to one of the offices in Hamilton, rather than combing with the management site.

The two offices located in Hamilton are of a combined 65 square feet of space. Both are being under utilised and if moving sites was not an option then merging the offices would be a sound decision. Both offices run on a week by week lease which cost around £200 each per week totalling around £1600 a month. The advantage to this lease is that is it can be ended very quickly and allows movement of buildings to occur. If selling and leasing back of one of the freehold buildings was to take place then as an ideal solution, these staff could be moved to the management building in Coatbridge, thus improving staff communication and relationships, cutting company costs, and not forcing staff to relocate. The best solution is to close one of these buildings and merge all staff from both into one office as well as bringing in the sales staff from Aberdeen. The low utilisation percentage of both offices allows this double merger to take place. The ideal scenario would be to close the smaller office site and merge staff into the larger property. The closure of this site would severely improve the company's balance sheet.
7.2 Analysis of Business Issues
The movement of the Aberdeen site will bring a fair amount of disruption to the staff within the company. Early retirement and redundancy packages will need to be considered with the staffs that are not willing to re-locate. The new location is in close proximity of motorways, train & bus links. These allow staff to travel to work easily. The advantage to limiting this business to central Scotland is the close links that occur with Photovsystems.com's target market of Architects and designers who many are already located within the Glasgow area. This close proximity of Glasgow airport also allows easier access from customers from the EU.

The merger between sales and the office staff would increase those communication relationships with the departments. These departments are also incredibly close to the other new departments compared with Photovsystems.com's old structure.

The current sales department will be expected to be given retirement and redundancy packages. However, due to its location in Aberdeen city centre, employees will not have a problem gaining new work.

Corporate and social responsibility will be shown:

To employees - by providing a wider choice of working conditions

To shareholders - Reduced property costs will occur and salaries will be decreased

To the environment - Travel distances will be significantly reduced

To the community - Employment opportunities will be available, and presentations to local universities can be used to recruit the new crop of employees.
7.3 Financial Performance
The above property portfolio proposals will entail up-front expenditure.

The closure of the smaller office in Hamilton will save the company around £800 a month. Allowing part of the management building to be assigned will increase income for the company and dilapidations and requirements will no longer be a problem for that area of the building. Thee factors will significantly reduce the rental bill for the company.

The proposed sell and lease back of would be intended for the head office site, as rental will be cheaper than a lease back of the manufacturing site, and fixed assets will not be as dented in the balance sheet.

This proposal takes into account the decrease in the company's financial performance, with particular focus upon the gearing ratio. This ratio reduces photovsystems.com borrowing ability and this must be taken into account in order to meet the company's short term liabilities.

The 20% decrease on return on total assets has occurred due to the recent maturity in one of the company's main products. Due to the recent merger, and plans for the existing sites, communication and productivity is forecast to be improved. The planned improvement on utilisation of sites ensures that the company's assets will better assist the company and turn this ratio.

As there is now a higher demand in stock due to the enclosed campus that is now located in the heart of central Scotland there is also, in turn, and increased demand of stock from our company. This demand has increased due to most architects and designers offices being situated in and around the Glasgow area. It is proposed the procurement is set back to "just in time" products, this then reduces the amount of capital that is caught up in stock, thus improving this ratio.

Plant and stock can be boosted by the possible sale and lease back of the current head office, located in Glasgow. These monies will also release funds for wages and possible expansion of the sites. The area in which the head office is located means there will be a high return on the sales of this building. The depreciation of plant will have to be factored into any capital expenditure on replacements and maintenance.

The gearing ratio will be rectified as monies from the leasing of the management department in Coatbridge, combined with other monies from the sale of the head office will go towards paying off borrowings that the company owes.
7.4 Research and Investigation
The close proximity of Glasgow airport, to the central campus of photvsystems.com, will also give easy access for customers from the E.U. and allows for shipping of products throughout Europe.

The location of the manufacturing department in Cambuslang industrial estate allows for the possibility of expansion, especially with the forecasted 25% growth in mind.

Glasgow and its outskirts provide the company with a plethora of opportunities regarding new staff. These will have to be looked at due to the move of the sales department from Aberdeen, and the replacement of any staff that are not willing to relocate closer to work.

The close nature of universities allows for another area for employment. Due to the massive array of subjects taught to students nowadays, this provides potential for multi-skilling of employees.

The credit crunch that is hitting Britain could affect the sale of the head office now. However, the recent influx of tax money pumped into the major banks installs confidence that house prices will increase in the very near future.

The new focus upon productivity will allow the company to provide an improved competitive edge against competitors. The new travel links and improved communication will help to gain a more spread out amount of new customers.

A new company intranet will be introduced at a minimum cost in order to allow better communication with staff and customers. All the buildings have internet access currently installed. The intranet allows for access to the internet, but also improved the I.T. infrastructure, thus improving staff productivity and relationships.

The current ratio is currently in a tolerable position. This will be decreased by the sale of the head office. The ratio will initially take a turn for the worse; however, as stated before, the money from the sale combined with new products being developed will decrease the liabilities to minimum.

The current financial state warrants caution when selling the proposed building. This will be an issue due to the massive struggle going on currently in the property market.

The company must take into account the forecasted tax increases, due to the current amount of borrowing by Britain in order to get out of the current recession.

A future problem that may occur is the collapse of certain airline companies who currently ship Photovsystems.com's products throughout Europe. Extra costs may need to be paid in order to use a new airline.

It is a financially sound idea to move company savings out of certain Icelandic accounts already held, as certain banks are currently near closure, and moving to British banks is safer due to government backing.
8.0 Summary
The above report has provided a systematic approach in which photvsystems.com should adopt and integrated within their company, in order to achieve their company target. All asset changes require a quick implementation, as this would bring the company an immediate cost saving.

The facilities management strategy that has been implemented will be responsible roe the reduction of total company costs and the subsequent improvement of financial ratios. . IT will be significantly improved due to the installation of the new IT system. Both of these combined will create better working spaces while also dealing with under utilisation.

In conclusion, photovsystems.com should look to take on the above advice in order to improve their companies financial and business problems. The above advice includes a sound strategy that photovsystems.com could integrate immediately that would see the company flourish and be a real competitor within their market.

