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Trevone House and Townsend House potential property investment and 
financial return

Whilst there are options for capital investment into the buildings, as the two homes 
make significant losses due to the lack of occupancy there is no scenario where 
either home makes a surplus to provide a return on investment of any capital 
expenditure. 

Refurbishment 
If a basic level of refurbishment (i.e. of 40 bedrooms with no move to en-suites) was 
completed it is estimated the costs before professional fees but inclusive of VAT 
would be approximately £2.5m for each home. 

The refurbishment would include kitchens, sluices, lounges, bedrooms, sanitary 
ware, doors, replacement of mechanical  and electric services (boilers, pipework, all 
electrics and nurse call) as well as making allowances for potential asbestos 
removal, improving thermal elements of roofs and replacement of windows as well 
as for the installation of sprinklers (as is now the current standard).

Please note we have seen the figures from GCP which are reasonable. If the net 
present value1 (NPV) is calculated over a 40-year life with no significant change in 
fee rates the NPV would be negative in the range of (£9.9M) per home due to on-
going annual financial losses excluding any material change in rent and depending 
on the capital investment level. Hence this is not a commercially viable option. 

Renovation including a re-configuration
In 2002 new national minimum standards were introduced for care homes for older 
people for all newly-built homes, new extensions and first-time registrations. These 
standards encompass regulations for communal spaces, width of doorways and 
corridors, toilet and bathing facilities where en-suites are deemed to be the standard. 

This renovation option therefore assumes that all bedrooms would have en-suites 
which reflects current expectations of both Council funded and self-funding residents 
along with the level of refurbishment detailed above. This would reduce the number 
of rooms in the home.

The renovation cost is estimated to be in the region of £2.8M to £3.0M excluding 
professional fees but inclusive of VAT for each home. 

We are advised that under at this option the Homes would be operationally inefficient 
and financially unviable as the NPV would be negative and in the range of (£13M - 
£15M) per home excluding any material change in rent despite an assumed 25% 

1 NPV is the difference between the present value of the future cash flows from an investment and the 
amount of investment



increase in fee rates due to the smaller number of bedrooms, operational 
inefficiencies and higher capital investment.
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Cost of Full 
Refurbishment 

(£s ‘000)

NPV post 
refurbishment

(£s ‘000)
Trevone 
House

2,500 (9,900) 2,900 (14,000)

Townsend 
House

2,500 (9,900) 2,900 (14,000)


