








Glossary

Liquidation / Receivership

The hit to the annual income stream from
losing four quarters of rent. No allowance
has been made for recourse to the original
tenant on assignments, for guarantees
from parent companies, for rent deposits,
or for eventual recoveries from liquidators.
In addition, no allowance has been made
for the possibility of re-letting a unit within
twelve months of the insolvency. The
actual level of liquidation / receivership
written-off by landlords in their accounts,
in terms of a few quarters of unpaid rent
and net of various recoveries is likely to be
significantly lower.

ERV (Estimated Rental Value). The
annual rent the valuer estimates could be
charged if the unit were let in the open
market on the valuation date.
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Insolvency. There are three main forms of
insolvency. Administration is where a
receiver, or manager has been appointed
with the aim of selling the business as a
going concern. Liquidation is where
creditors (or sometimes the company’s
directors) have appointed a liquidator to
wind-up the company. Receivership is
similar to a liquidation, but is usually where
the appointment has been made by a
bank.

Rack-rented. Tenancies where the rent
passing is equal to the open market rental
value (ERV).

Rent passing. The gross annual rent
receivable on an accrual basis, before
deducting property specific management
costs, ground rents and other
irrecoverable expenditure.
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Reversions. Tenancies where the open
market rental values (ERV) is above the
rent passing.

Void. A unit where the landlord is
receiving no income and where there is no
tenant in occupation. Void units therefore
exclude empty, or vacant units where
rental payments are still being honoured
under an existing lease. Voids also
exclude leases where a rent-free
agreement is in place.

A full copy of the Strutt & Parker IPD
Lease Events Review 2007 containing
over 40 pages of text and tables is
available on subscription from IPD.
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