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MORSHEAD MANSIONS LIMITED

Profit and Loss Account for the year ended 31 December 2013

2012

Notes £ £

TURNOVER 2 - -

Administrative Expenses - -

(Loss)/Profit before taxation 3 - -

TAXATION 4 - -

(LOSS)/PROFIT AFTER TAXATION £NIL £NIL

The notes on pages 6 to 8 form part of these accounts.
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MORSHEAD MANSIONS LIMITED

Article 16 Fund - Income and Expenditure Account for the year ended 31 December 2013

Notes 2012

£ £ £ £

Income
Contributions due from Members 312,000 520,000

Interest recovered on arrears of Article 16 Fund debts 1,108 2,976

Bank interest received 31 20

Sundry income 4,470 1,365

317,609 524,361

Expenditure
Auditors' remuneration 3 7,980 7,800

Bank charges 159 159

Contribution to Service Charge Fund expenditure 251,805 235,866

David Wismayer - Consultancy fees 60,000 60,000

Legal expenses 88,989 131,395

Communications and website 2,874 2,790

Sundry expenses 1,602 2,166

Interest payable 7,749 993

421,158 441,169

(Deficit)/Surplus for the year £(103,549) £83,192

The notes on pages 6 to 8 form part of these accounts.
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Morshead Mansions Limited 
Notes to the Financial Statements for the year ended 31 December 2013 

1 ACCOUNTING POLICIES 
(a) Accounting convention 

 The financial statements have been prepared under the historical cost convention and in 
accordance with the Financial Reporting Standard for Smaller Entities (effective April 
2008). 

 
The financial statements do not reflect the income and expenses relating to the service 
charge costs for the property.  The funds received by the company as service charges are 
held on trust for the lessees.  Conversely, Funds established pursuant to the provisions 
of Article 16 of the company’s Articles of Association and the income and expenditure 
relating thereto are reflected in these financial statements. 

 
(b) Depreciation 
Tangible fixed assets are stated at cost. 
The Company’s freehold interest in land is subject to long leases in Morshead Mansions 
which include full repairing covenants.  The cost of acquisition therefore relates to the 
reversionary interest in the land alone, excluding the value of the buildings.  No 
depreciation is provided on this freehold interest. 
 
(c) Going concern 
The Financial Statements have been prepared on the assumption that the Company will 
continue as a going concern.  It is noted that the Accounts reflect a Balance Sheet deficit 
of £89,439 (2012: £14,110 surplus) but include amounts owed to Mr. David Wismayer 
and/or to companies controlled by him of £355,387 (2012: £143,155) as stated in Note 11 
to the Financial Statements. 

 
As with the year prior to that under review, Mr. Wismayer has confirmed that he would 
not demand repayment of these monies unless the company had first raised adequate 
alternative funding and, should it prove necessary, will continue to provide financing to 
the company for short term cash flow needs.  At the company’s Annual General Meeting 
held on 19 December 2013, the shareholders duly resolved to provide further funds 
under Article 16 of the Company’s Articles of Association in the amount of £624,000.  
Accordingly, the Director has prepared the Accounts on the going concern basis. 

 
 
2 TURNOVER 

Turnover represents ground rents and other income derived from the Company's 
principal activity wholly undertaken in the United Kingdom. 
 

3 PROFIT/(LOSS) BEFORE TAXATION 
   2012 
 The profit/(loss) before taxation is stated after charging:- 

 Auditors' Remuneration £7,980 £7,800 
 
4 TAXATION 
 Corporation Tax on bank interest received was  £0 £0 
 
5 TANGIBLE FIXED ASSETS 
 Freehold land and buildings -  
 at cost at 31 December 2013 and at cost 2012 £42,446 £42,446 
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Morshead Mansions Limited 
Notes to the Financial Statements for the year ended 31 December 2013 

 
6 DEBTORS    

  2012 
 
 Sundry debtors and prepayments 111,285 72,903 
 Members’ contributions due to the Article 16 Fund 19,950 16,950 
 Balance owed by the Service Charge Fund 113,530 113,530 
                                 
  £244,765 £203,383 
 The balance owed to the company by the Service Charge Fund in the amount of £113,530 

is repayable on demand out of the proceeds of debts owed in turn to that Fund by 
leaseholders.  While reserving its position generally with regard to its right to enforce 
the provisions of the leases, by a resolution in general meeting held on 19 December 
2013, the shareholders’ gave authority to the Director to establish a further Article 16 
Fund from which the aforesaid debt will be repaid.  The fund is designated The Article 
16 Reconciliation Fund (1999 to 2009) and came into effect on 1 April 2014. 

  
7 CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR  

  2012 
 
 Creditors and Accruals 363,186 176,184 
 Article 16 Fund contributions received in advance 142,900 144,885 
                                
  £506,086 £321,069 
 
8 CALLED UP SHARE CAPITAL 
 Authorised 

Number Class Nominal 
Value 

 2012 

104 Ordinary £1 £104 £104 
  
 Allotted, issued and fully paid 

Number Class Nominal 
Value 

 2012 

104 Ordinary £1 £104 £104 
 
9 MOVEMENT IN PROFIT & LOSS ACCOUNT  2012 
  
 Opening balance 3,550 3,550 
 Net (Loss)/Profit for the year - - 
                           

     £3,550       £3,550 
  
10 POST BALANCE SHEET EVENTS 
 As at the balance sheet date, the company was engaged in litigation with two of its 

members.  In one case, the member was seeking an account of the service charge and 
damages.  In March 2014, that action was compromised by agreement on the basis that 
the member’s claims were withdrawn, that the adverse judgments obtained against the 
company in the course of the proceedings be set aside and that the member pay to the 
company on account of its costs the sum of £150,000.   

 
 In the second action, the member concerned resisted the company’s claim for payment 

of debts owed under the Articles of Association and counterclaimed seeking a number 
of remedies.    
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Morshead Mansions Limited 
Notes to the Financial Statements for the year ended 31 December 2013 

 
 
10 POST BALANCE SHEET EVENTS (cont’d) 
 
 In the second action, the company obtained summary judgment in July 2012 and the 

debt owed by the defendant was recovered together with an interim payment on 
account of the company’s costs.  The defendant sought and obtained permission to 
appeal the summary judgment dismissing his counterclaims and the appeal was heard 
in the High Court in January 2013.   

 
 The defendant’s appeal was successful on one issue only, a decision against which the 

company successfully appealed to the Court of Appeal in February 2014.   One issue 
which was not the subject of the company’s second appeal, the member was seeking a 
declaration restraining the company from pursuing a disputed debt relating to the 
service charge fund, then remained to be addressed and this was disposed of by the 
Court in July 2014 with judgment in favour of the company.  The company is now taking 
the steps necessary to recover its costs. 
  

 
11 RELATED PARTY TRANSACTIONS 

The Director, Mr D. Wismayer, an accountant and property consultant, provides 
consultancy services to the company. During the year the fees charged in respect of the 
performance of these services amounted to £60,000, (2012: £60,000). In addition, a sum of 
£43,680 (2012: £43,680) accrued due in respect of management services performed in 
relation to the company’s estate.  Both the performance of the relevant services and the 
related fees have been assigned by Mr Wismayer to companies under his control.  Mr 
Wismayer and his companies have advanced credit to the company in the course of the 
year under review on which interest at 4% above Barclays Bank base rate is charged.  
The amount charged in 2013 was £7,749 (2012: £993): inclusive of fees accrued but not 
paid, at 31 December 2013, the balance outstanding to Mr Wismayer and/or his 
companies was £355,387 (2012: £143,155). 
 

12 THE ARTICLE 16 FUND 
 MOVEMENT IN THE YEAR  2012 
  
 Opening balance (44,697) (127,889) 
 Net (Deficit) / Surplus for the year (103,549) 83,192 
                                 

      £(148,246)      £(44,697) 
 

The Article 16 Fund (formerly designated the Recovery Fund) was established pursuant 
to members’ resolutions of 12 September 1997, 21 December 1998, 10 October 2000, 29 
January 2003 (adjourned from 17 December 2002), 30 October 2003, 31 October 2007, 31 
October 2008, 4 December 2008, 17 December 2009, 4 November 2010, 15 December 2011, 
13 December 2012 and 19 December 2013.  With effect from 1 January 2009, the Funds 
established pursuant to members’ resolutions have been re-designated as Article 16 
Funds.  The transactions for the Article 16 Fund in 2013 are set out on page 4 of these 
financial statements. 
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MORSHEAD MANSIONS LIMITED

Detailed Profit and Loss Account for the year ended 31 December 2013

2012

Notes £ £ £ £
Income
Ground rents receivable - -

Sundry income - -

- -

Expenditure
Auditors' remuneration 3 - -

Communications & website - -

Sundry expenses - -

- -

(Loss)/Profit for the year £NIL £NIL


