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Summary

We are seeking investors who wish to become members of a community
co-operative that plans to buy the George and Dragon Public House and

an associated acre of land, in Hudswell, North Yorkshire (post code DL11
6BL). We plan to reopen it as a pub, run for the benefit of the residents
of the village and of visitors to the area. We intend it to be a profitable
business that provides a fair investment opportunity and offers

reasonable returns to the members of the co -operative. We anticipate
that it will pro  vide a service to the village and to visitors to the area and
support other local businesses and tourism within Swaledale and

surrounding area. More importantly, it will put the heart back into the

village and provide a place for social gathering, cultura | activities, a place
to meet people, exchange information and, through the activities at the
pub, we intend to promote a cohesive, friendly and co -operative

community in Hudswell.

If you chose to make an investment you will become members of

Hudswell Com munity Pub Ltd. We are an Industrial and Provident
Society 1 a co-operative, run for the benefit of the local community. All
our members will have a say in how the business is run and in who runs
the business. You will be a co -owner of a traditional Dales pub, in a
beautiful setting and will always receive a friendly welcome in the pub

that you own.

Members are asked to invest between £500 and £20,000. Each member

will have an equal say in the enterprise, irrespective of how much they

have invested. The i nitial directors that have formed the society are
accountable to the membership. After the first year, directors will be

elected by the membership. Members will receive a regular newsletter

and be entitled to attend our Annual General Meetings and other special
general meetings that may be called from time to time. We also intend

to provide incentives and discounts for our members.

We aim to raise £220,000 from members. This sum will be

supplemented by grant aid that we have received or expect to receiv e

and will be used to purchase the building, renovate it and refit it. The

Society will agree a lease with a tenant who will run a licensed business,

selling food and drink, in our premises and pay rent to the co -operative

at a level that will reflect the profitability of the business. The rental

income will provide the dividend to be paid to investors. We firmly

believe that the business will be profitable, but if it is not, the Society

owns a valuable asset 1 the building and land associated with it - which
can be sold in order to return funds to investors.

This is a great opportunity to be a part owner of community enterprise
that will support a traditional Dales Pub.



Description of Business

The George and Dragon was the only pub in Hudswell. It closed its doors on the 8™
August 2008 and has been marketed intermittently over the last year, without any sale
being agreed. The Hudswell Community Pub Initiative was formed in June 2009 with the
aim of seeing the pub reopened and run for the benefit of the village. Our offer to buy
the Pub for £209,950, made on the 28™ July 2009, was finally accepted by the vendor on
the 30™ October 2009. Our plan is to buy the freehold of the George and Dragon Public
House in Hudswell and reopen it as a traditional pub, selling local ales from local brewers,
good quality food (also using local suppliers wherever possible) and providing a venue for
traditional pub sports and pass times, local events and celebrations, music and culture. It
is also planned to run a shop from the premises selling a few basic supplies and local
produce (eggs, milk and fruit and vegetables). The co -operative that we have formed will
own the land and buildings and we will agree a lease with a tenant to run the business.
We will set terms for the tenant that make it an attractive proposition to take on the
tenancy, but which also ensure that the company receives a benefit (through increased
rent), as the business becomes more profitable, and which also requires the tenant to
provide for community events, celebrations, and cultural and social activities.

Hudswell has a village hall, but no other shop, post office, or any public facility. The re -
opened George and Dragon will fill this void and be a meeting place, the centre of the
social life of the village and also be a thriving business.

The precise opening times of the pub will be a matter for the tenant who will run the
business, but we will be looking for a licensee who will open the pub seven days a week
throughout the year. Food will be available depending upon demandi but the aim is to
build up food sales by generating a reputation for good quality, simple pub fayre, using
local produce as far as possible.

The pub has planning permission to convert some former outhouses at the rear of the
building into bed and breakfast accommodation. We plan to carry out this conversion work
during the second year of operation. This will increase the profitability of the business and
provide more employment and help to meet the increasing demand for bed and breakfast
accommodation in Swaledale.

The pub will attract both villagers and visitors to the area to use it. It will complement the
activities run at the village hall and also other businesses in the village serving tourists,
including a holiday chalet business, a caravan site, riding stables and a few holiday
cottages. Whilst it is in the Yorkshire Dales National Park, Hudswell is also near to larger
centres of population including Richmond, Catterick Garrison, Darlington, Northallerton
and the conurbations of Teesside. The pub will attract visitors to the area to use its
services by building up a reputation as an attractive, friendly pub, selling good quality food
and beer. lItis linked to a network of footpaths along the Swale valley and wil | also,
therefore, attract walkers using these paths, who can access the pub directly from these

paths through the pub garden. It is also on
will be marketed as refreshment stop for them. The garden behind the pub is a great

asset, with superb views over the Swale valley. These views will be used in marketing

material. There is also potential to use part of the land behind the pub as a campsite for
cyclists and wal kers, which wil/ al so i ncreas



Once re-opened the pub will quickly attract local users from its former customer base.
With 75 or more villagers also being members of the co-operative and shareholders in the
business they will be both more committed to using the pub themselves and also to
bringing their friends and family with them. Building its reputation in the area as an
attractive venue will take longer, but within a year this should be established. The
proposed shop, selling basic supplies is not seen as a profitable part of the business, but
one which will be run at cost, as a service to the village, thus saving journeys by car to the
nearby towns.

It is proposed that the pub is re -opened as soon as possible after the purchase is
completed and the necessary repairs and refitting has been carried out. The precise timing
of this will depend on how quickly we are able to appoint an appropriate tenant, but

should be within two months of acquiring the freehold.

The appointment of a tenant to run the business is a crucial step. The adva ntage of this
arrangement for the society is that the tenant carries the business risk. The attraction for
the tenant is that they will benefit from a low initial rent, which will enable them to build a
profitable business from which they will directly ben efit in terms of increased income for
the business that they will own. Therefore they will have every incentive to ensure that
the business thrives and grows. We will be seeking to employ an experienced licensee
who has a track record of running profitab le public house businesses. We will be inviting
tenants who wish to lease the premises from us to submit their business proposals to us
and we will select the tenant who best meets the criteria that we set. We will be looking
for the following attribute s:

1. Atleast five years experience in the licensed trade, preferably in village/rural
setting.

2. They will need to demonstrate, through a business plan, how they intend to build
up the business, in particular how they will provide good quality, competitively
priced food that will eventually provide at least 45% of the income from sales.

3. They will need to demonstrate how they will provide a venue for village events and
support local cultural and sporting activities (quoits, darts, dominoes, folk club, quiz
nights and so forth).

4. They will need to convince us that they that they will provide a warm, welcoming
and friendly atmosphere in the pub.

5. They will need to convince us that they will work harmoniously with the board of
directors and listen to our advice and suggestions.

We will seek to agree a three-year lease with our tenant, based on rental levels outlined

|l ater in this document. However, we wil/ ens
place, run through an accountant that we mutually appoint. This will enable us to have

full confidence in the financial reports that we are given and the lease agreement will also

allow for the level of rent to be increased if the business is more profitable than expected,

or reduced if it is less so.

Whilst the tenant will be responsible for running the business, within broad terms set by
the board, we will hold six monthly review meetings with the tenant at which mutually
agreed targets will be monitored. The lease agreement will contain clauses that allow the
board of directors to terminate the tenancy is if performance falls seriously below our
mutually agreed expectations.



The tenant will be running their own business within our premises and, as such, will carry
all the risk of failure and debt. If the business were to fail there would be no legal access
totheco-oper ati veds assets.

Industrial and Provident Society Structure

We have established a new corporate body that is Industrial and Provident Society (a co-
operative) for Community Benefit. Our lawyers, Muckle LLP have acted for us on the
registration of the IPS with the Financial Services Authority and are also dealing with the
purchase of the George and Dragon. Co-operative and Mutual Solutions Ltd have advised
us on the content of this prospectus.

We have chosen this legal model because it emphasises the social benefit of the

investment we are asking our members to make. Incorporation gives the members and

directors the protection of limited liability, just like a limited company, but unlike a

company, an IPS is not designed to generate private profit,( though we certainly intend

that investors will receive a fair return on their investment), but to deliver a community

benefit. This model guarantees that the assets that the society will own will be used for

the benefit of the community and cannot be disposed of for the private profit of the
directors or members. This is called an fAass

The Co-operative rules, which act as our constitution, have been approved by Financial
Services Authority and are available on our website
(www.richmond.org/community/hudswellpub/index.html ).

Incorporation gives the members of the society absolute protection from any access to
their personal finances in the event of the enterprise entering receivership or other
financial difficulties. The directors have a similar protection, providing that they manage
the enterprise responsibly, reasonably and legally. We are looking for members who wish
to join our society because they want to be part of a community enterprise that will
provide local services and maintain the centuries old tradition of the English pub at the
heart of an English village. We believe that there is sufficient interest fr om within the
village and from other supporters with connections to Hudswell and from others who
simply wish to own a share of a traditional Dales Public House, to recruit over 100
members to join the co-operative. The IPS structure allows any person who buys one or
more shares to become a member of the company. Each member has one vote
irrespective of how many shares he or she owns.

Each share costs £1. Because of the large amount funds that we need to raise, we have
decided that a minimum investment would be 500 shares. No shareholder can invest
more than £20,000. Therefore we anticipate a combination of investors something like:

35 people buying 500 shares each @ £1 =£17,500
30 people buying 1,000 shares @ £1 = £30,000
25 people buying 2,500 shares @£1 =£62,500
12 people buying ,5000 shares @ £1 =£60,000
4 people buying 7,500 shares @ £1 =£30,000
Institutional investor20,000 shares @£1 =£20,000

TOTAL £220,000


http://www.richmond.org/community/hudswellpub/index.html

This is our initial target. It is sufficient to purchase the building and pay the associated
fees and insurance costs. These investments will be supplemented by grant aid as is set
out later in this document. This model envisages 107 members in all, with a few making a
big investment. The co-operative rules will ensure that the majority of these members (at
least 51%) are Hudswell residents. We are defining a Hudswell resident as one who live in
within the Hudswell Parish boundary (see map at appendix one). So, if the initial target is
to recruit 107 members, at least 55 of these will be residents of the Hudswell Parish.
Shares will be allocated to members on a first come first served basis. Once the initial
target for investors has been reached, the membership of the society will be closed and a
waiting list of potential members established. It is our intention that the co -operative will
pay interest to its shareholders at least as good as from an ordinary savings account and
investors can withdraw their money when they wish to, having given the required notice.

In order to give the enterprise a chance to grow the business, we will require investors to
commit to keep their investment in the enterprise for at least the first year before they can
withdraw it. This initial year will be from the day that the pub opens for business. After

that time, the investors will be required to give three months notice of their intention to
withdraw funds. The company rules will give the directors the power to re fuse a request to
withdraw funds if it will endanger the business. Itis our very firm intention not to use
these powers unless absolutely necessary. We want investors to know that their money is
available if and when they need it. There will be a waiti ng list of new members ready to
replace investors that withdraw funds.

The shares that members buy are redeemable in the way set out above, but they are not
transferable (i.e. people cannot sell them to anyone else). This arrangement allows the
society to be exempt from the Financial Services and Markets Act for Society share issues.

Whilst we firmly believe that the business will be profitable and that the ownership of the
asset, the land and buildings, provides members with a high level of security, it is
important for members to understand that there is a potential risk that the business may
fail and land values may fall further. If this were to occur the value of the share in the
Society could reduce. Whilst this risk needs to be stated here, the directors are confident
that the acquisition of the building and associated acre of land, within the Yorkshire Dales
National Park, for the price of £209,950 represents very good value for money.

In order to ensure that the community enterprise remains in th e control of the village the
company rules will require that the majority of shareholders are Hudswell Parish residents,
but we are also very keen that others (up to 49% of the membership), who are not local
residents but who wish to be part of our enterpr ise and who share our objectives do invest
in the Society. Indeed we very much need help, support and investment from friends and
supporters, wherever they may reside, if we are to succeed in our endeavour.

The Society will be managed by a board of directors of up to 12 members of the IPS. They
will be accountable to the membership and will report to them via a newsletter and an
AGM. After the first year, one third of the directors will stand down each year and may be
re-elected or replaced by new directors drawn from the membership of the IPS.

The enterprise will lease the business to a tenant, who will run the pub and pay rent to
the Society. The board will set the broad policy direction for the business and agree key
targets with the tenant. Beyond t hat, however, the tenant will be left to manage the
business as they see fit. The board does not intend to interfere in the day -to-day running
of the business or attempt to micro manage the pub. The performance of the tenant and
the business that they are managing will be monitored at six monthly review meetings
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described earlier. The company will pay a competitive dividend to the membership that

will be obtained from the secure income of rent paid by the tenant. Interest to members

is paid grossandistax ab | e. It is the memberds responsib
to HMRC if applicable.

The IPS rules determine any surplus made by the society, after it has paid dividend to its
share holders must either be reinvested in the business or used for the benefit of the
community of Hudswell or for another charitable or community purposes. Directors and
members will not benefit financially in any other way from the activities of the society. It

is our intention that the company will continue to operate a public house for the benefit of
the village of Hudswell for the foreseeable future. If, however, the directors should
choose, in the future, to dispose of the property, any surpluses that may arise after all the
shareholders have been paid back the amourt they invested must be used for a charitable
purpose. This does not prevent, however, the directors choosing to reflect the fact that
the enterprise has made a profitable sale in the level of dividend paid to members in the
final year of operation, providi ng t hat this dividend is fAreasc

It is important for members to understand that the value of their share will not increase.
The only financial benefit for members is from the dividend that is paid. We intend that
level of this dividend will be c ompetitive and will grow with the profitability of the
business.

This proposal is not regulated by the Financial Services and Markets Act 2000 because the
sharesintheco-oper ati ve are not Osecuritiesd for the
therefore not authorised by the Financial Services Authority. If the business fails investors

have no right of complaint to the Financial Ombudsman or the Financial Services

Compensation Scheme.

Initial Directors

The initial directors who have worked to establis h this enterprise come from a variety of
backgrounds and have a range of relevant experience and skills. Brief summaries of these
are provided below:

Paul Cullen Co-owner of thriving holiday complex in Hudswell. Paul is a recently retired
teacher with experience of involvement in budgeting and management of numerous
capital projects. Paul is also a long serving Richmondshire District councillor and has
chaired several committees considering and dealing with complex issues involved in
sustaining local communities. Paul has been appointed Chair of the Board of Directors.

Tim Williamson  Mechanical Engineer (retired). Tim is a member of the Institute of
Energy. He was formerly Product Manager for company supplying oil and gas industries.
Currently, he is employed by the Wensleydale Railway Association to manage fleet
engineering and maintenance and he has also joined the board of Wensleydale Railway
Association Ltd.

Martin Booth  Currently Assistant Programme Director of Hartlepool New Deal for
Communities, a 10-year, £50 million neighbourhood regeneration partnership. Has been
involved in number of community enterprises, including acting company secretary of the
Azaad Youth Project (an IPS), a director of BOW Community Projects (a company limited
by guarantee) and is currently company secretary of the Hartlepool NDC Trust (a charity
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and company limited by guarantee). Martin has been appointed as Secretary to the
board.

Dave Wilkinson Retired British Telecommunications Technician. Dave has been Church
Warden since 1989 looking after church, churchyard and services. He is vice chair of the
Village Hall committee and a has been a Trust

Paul Hetherington Self employed computer engineer since 1990 after setting up
business supplying IT to local authorities, police forces, banks throughout UK. Formerly
senior manager in computer operations Land Rover/Jaguar Cars. Paul has been appointed
as Vice Chair of the Board

Martin Towell  Teacher, who has worked in education for over 30 years. Martin was
Head of Business & Economics at Richmond School between 1989 & 2008&nd now works
for Teesside University Business School as a lecturer and the OCR Examinations Board as
a visiting moderator. He recently set up his own business and has many links to the local
business community.

lvor Sadler Owner/Director of Sadler's Taxis Ltd founded in1997. Ivor was formally
the owner Landlord of The Travellers Rest Public House in, Skeebybetween 1994 t01997.
Prior to that he wa's a director of poultry/Frozen Food Company in Billingham serving
butchery & catering markets from 1974 to 1993.

Sheila Sadler Part time shop assistant at Lightfoots Jewellers for the past 12 years.
Sheila was landlady of the Travellers Rest, Skeebyfrom 1994 to 1997. She is has been a
Trustee of local charity cottages for the past three years.

Annie Sumner Currently a full time carer. Anne was recently employed to establish a
northern manufacturing branch in West Yorkshire for a company specialising in medical
equipment. Previous employment has included many years in the NHS latterly as
Complaint Manager for the General & Orthopaedic Surgery Directorate prior to that as
Regional Intensive Care Auditor, auditing patient outcomes. Other experience includes a
six month sabbatical in Annapolis, USA helping a friend to reopen a historic tavern as pub
and tearoom and organising several international conferences. Anne has been appointed
by the board as Treasurer .

Carol Wilkinson is a clinical administrator with wide customer services and sales
experience. She is the secretary for Hudswell Parochial Church Council and also a former
Bed and Breakfast Proprietor. She lives directly opposite the George and Dragon Public
House.

Ron Lightfoot  Currently Pre-projects Manager at Siemens VAl Metals Technologies Ltd,

a company which designs and builds iron and steel making equipment. He has travelled
extensively throughout the world presenting t
contracts of sale. Ron is also Secretary of Hudswell Gardening Club. Ron has been

appointed by the board as Membership Secretary.

This team has a broad range of skill and experience to draw on, including expertise in
finance, management, staff employment, and running licensed premises. We also have a
team of advisors to draw on. This Team includes:



Dave Hollings and Garath Nash of Co-operative and Mutual Solutions Ltd. Dave has
wide experience in the co-operative field and helped to establish the Old Crown public
house co-operative in Cumbria. They are advising us on co-operative structure, the
content of the prospectus, obtaining investment and business planning

Paul Bridges is a Regional Development Officer (Yorkshire and Humber) with the
Development Trusts Association. Paulis assisting us with funding applications and
developing our community activities.

Bob Middleton is a business advisor with Business Link Yorkshire and he is also helping
us with funding applications and business planning.

In addition to this we have appo inted Muckle LLP as our lawyers and they are handling
the registration of the Industrial and Provident Society, (which they are doing on a pro
bono basis) and acting for us in the purchase of the George and Dragon.

Business SWOT Analysis

STRENGTHS
1 Excellent location at the centre of the village and close to large towns (Richmond,

Catterick Garrison, Darlington).

A base of regular customers who will quickly return to the George and Dragon

The commitment of the wide membership base to use what will be their business

and who will encourage their friends and family to use the pub.

1 The location on the within the Yorkshire Dales National Park, a holiday area, will

enable the business to attract tourists to use the pub

The business will not have to service any debt

The business will own the freehold and will not be tied to any particular brewery

and is therefore free to negotiate the best deals

91 Local micro brewers are keen to support the business and to supply excellent and
popular real ale

1 The company will appoint an experienced licensee as the tenant to run the business
and take all the business risk

1 The company will have the secure income of rent from the tenant

1
1

= =

WEAKNESSES
1 The pub has been closed for more than a year and therefore lost users to other
venues
1 Ittherefore has I|little or no Agood willodo to
9 Itis not located in a well known Dales village, but a little off the main tourist routes
1 The car parking facilities are limited.
91 The interior layout and décor is in need of improvement

OPPORTUNITIES
1 To build up a reputation starting from scratch with a new tenant and staff team
1 To develop new customers bases including walkers (with a walks from the G and D
booklet), cyclists, people in search of locally sourced, good quality food, and locally
produced beers.
1 The building has planning permission to convert the outhouses into bed and
breakfast accommodation



1 As the business will be established as a community enterprise, run for the benefit of
the residents of Hudswell, it will be able to access grant aid both to help establish
the business and also to assist with development plans.

1 The proposed programme of events should attract new and old customers to the
pub.

THREATS
1 Unable to generate sufficient interest from potential investors
1 Building may have structural defects
1 Once business is established several shareholders may withdraw their shares at the
same time.
1 Despite all the work and effort the continued economic downturn may lead to
insufficient use of the pub and the business is therefore not viable.

Addre ssing the Weaknesses and Threats:

Attracting trade

The parish of Hudswell has an adult population of over 200 people. On past experience
less than half of these have been regular users of the pub. However, when the pub is
owned by the village (and we exp ect up to 80 members to be villagers), the commitment
to use the pub and to encourage family and friends to use it will be considerable. We
estimate that in an average week up to 80 of these adult residents will visit the premises
and of these 40 will visit on more than one occasion. In addition to this the pub is
situated in the Yorkshire Dales National Park and there are other business in the village
which attract tourists to Hudswell and whose customers will also use the pub. The pub
will attract visitors on holiday in the Dales and from nearby towns by building up its
reputation as a traditional, friendly country pub selling good quality food and beer.

Lack of car parking space.  There is room for four or five cars at the front of the pub

and ample street park along the village lane. In addition to this the village hall car park
(three minutes walk away) can be utilised and has space for 16 cars. The business will
deliberately set out to attract cyclists and walkers to use the pub and most of the v illagers
can walk to it. There is also a regular bus service to the village from Richmond on
weekdays and Saturdays.

Interior layout

The Interior layout is awkward and access to the bar is restricted. Providing that a
structural survey demonstrates that opening up the interior can be undertaken at a
reasonable cost, it is our intention, at some point in the future, to create a more open
layout, with the bar essentially serving one space that extends on two sides of the bar.
However, structural changes are not necessary to re-open the pub, some simple
decorative changes to make the interior more welcoming and alterations to the layout of
the furniture will be sufficient to address the immediate need to create the right
atmosphere to attract customers back to the George and Dragon.

Inability to attract sufficient interest from investors

Initial indications from residents of Hudswell and other supporters of this project have
provided ample evidence that there is considerable interest in investing. Within four
weeks of asking people to indicate how much they may be prepared to invest, 99 people
had pledged to invest £130,500. We are confident that the publication of this prospectus
will increase both the number of investors and the amount invested. Nonet heless, if the
proposed enterprise does not attract the anticipated level interest then the proposed
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purchase will not go ahead. Investors are asked to complete the form at the end of this
document and send it with a cheque to the membership secretary. Th ese cheques will be
collected, but not banked. If, at the end of the deadline that we set, insufficient shares
have been purchased, the share issue will the halted and all those who have invested will
have their cheques returned to them. This deadline can be extended at the discretion of
the directors.

The building

The directors have inspected the building and it is clear that there is damp in some places
and a small leak in the roof has created a hole in the living room ceiling of the tenant
accommodation. Repairs will have to be undertaken before the pub can be opened. The
estimated costs of this work have been built into the budget for re -establishing the
business. Expert advice will be secured before any building work is undertaken. Whilst
the interior layout could be improved, it can also be seen as quirky, attractive and full of
character. There us a recently installed, oil fired central heating system and this is
supplemented by two attractive open fires. With the right furniture and décor, th e pub
interior can be made attractive, welcoming and practical.

Shareholder withdrawal

The directors intend to sell shares that will lead to a sum being raised that is 5% greater
than that needed to buy the business, convert and fit out the pub. This wil | be in the
region of £11,000. Of the £249,000 raised from the initial share issue, and grant aid
only £238,000 will initially be put into the business. The £11,000 reserve fund will be held
in a separate reserve account and not used to run or develop the business. Shareholders
must agree not to withdraw funds for the first 12 months of the operation of the business,
to allow it to establish itself. After that they will be required to give three months notice if
they wish to withdraw shares. In effect , therefore, the earliest that any shares can be
withdrawn is 15 months after the business has been launched. As the business grows,
each year, 5% of the surplus will be added to this reserve fund (up to a maximum of
£30,000). If a shareholder gives noti ce that they wish to withdraw shares then shares of
the same value will be marketed and can be acquired by new or existing shareholders.
The directors will determine whether to allow new members to continue to join and invest,
or whether to suspend investment at a particular point. If investment is suspended a
waiting list of new shareholders will be established which can be drawn upon to replace
those who wish to withdraw their share. In the unlikely event that new shareholders
cannot be found, then the r eserve fund can be utilised. No one shareholder can invest
more than £20,000, so this limits the potential of one or two withdrawals to seriously
undermine the business.

Providing that the business is successful and that it pays a competitive dividend, in line
with or better than the interest rates available from banks and building societies, it is
unlikely that large numbers of shareholders will wish to withdraw their shares at the same
time. If the business is not successful and does not pay a reasonable interest rate then it
may be that a number of shareholders would seek to withdraw their investment. If this
were to happen the business would have to close and the assets would be disposed of in
order to return the shar eilhhalethepowestorefused s .
withdrawal if it will endanger the business. This is a power that will only be used in
extreme circumstances and for a limited period of time. Our business plan demonstrates
that this eventuality is extremely unlikely, as th e business has every chance of success
and an investment in a business that you use regularly and that is run by people that you
know and trust is a safe investment.

1C
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The business is not viable

If the prevailing market conditions are so unfavourable that, despite a sound business
plan, vigorous and sustained marketing and the support of local user/owners, the business
does not develop in the way anticipated, then the directors will be forced to close the pub
once again. In this event the Society will seek to dispose of their asset, the building and
associated land, for the best possible price. This is not an outcome that we seek, but this
possible course of action should give investors the security they need in the unlikely event
of the enterprise being unsuccessful.

Marketing Plan

Competition

There is no other pub in the village. The nearest pubs are three miles and one and half
miles away. The immediate competition to the George and Dragon is from the Bolton
Arms at Downholme and the Holly Hill Hotel on the outskirts of Richmond. There are also
numerous pubs in Richmond itself. Also, there are a number of pubs in Swaledale and
Wensleydale which, whilst they are some distance away, are competitors for the tourist
market. Visitors to the dales looking for a country pub to walk to, or for a meal out, will
consider options across a wide area.

Our plan is to market the George and Dragon as a homely, traditional Dales pub, which

fully meets t hetrtiopupreirsstdos 6i daenad odfa yavesgood nt ry putk
quality pub food, sourced from local suppliers, good quality beers again brewed in the

Dales, open fires, a friendly atmosphere and traditional pub entertainment. The aim is to

attract visitors and to meet the needs of the village for a meeting place and venue for

events. Whilst the villagers will return to the pub quickly once it is open, it will take time to

build up the tourist and visitor usage. Reputation will spread most effectively by word of

mouth and must be built on good quality provi sion and service. Nevertheless, regular

marketing is vital to supplement this.

The marketing of the business will be a matter for the tenant. Nevertheless the company
will be looking to appoint a tenant who will pursue the following marketing strategy;

1 At the opening of the pub press and local TV/radio coverage of the story 1
Avill agers open their own pubod. This will
local press, including the free advertisers and leaflets and posters delivered to all
the Bed and Breakfast establishments in Richmond and other nearby holiday
venues including the caravan parks in Hudswell and in the Swale valley.

1 Regular leaflet drops to the parish of Hudswell and to nearby holiday
establishments which advertise the pub and its programme of activities (darts,
quizzes, music nights, seasonal events and so forth).

1 Regular advertisements in the press advertising the same programme and stressing
the traditional Dales pub welcome that you will find at the George and Dragon

1 A booklet of walks and cycles rides from the George and Dragon will be produced
and marketed locally. This will attract walkers to the pub.

1 Holding events that celebrate local food and locally brewed beer and advertising
these in the specialist press.
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River Swale below the George and Dragon Path in Hudswell Woods at rear the George and gon '

Building up the business

Our tenant will be required to produce a business plan that demonstrates how they intend
to grow the business. We will be offering a tenancy that will be attractive to an
experienced licensee. Tenants are typically expected to pay rents that are equivalent to
50% of the expected profits of the business. A survey of pubs on the market for tenants,
with turnovers in the region of £120,000 show that typical rents range from £12,000 to
£14,000. It is our intention to set a rent level which provides a 3.5% return to our
members in year one rising to 5% by the third year. This would require us to set a rent of
£9,500 in year one, £11,000 in year two and £13,000 in year three. This will give the
company sufficient funds to pay a dividend to shareholders, pay insurance costs and build
up some reserves. It also gives the company the flexibility to lower this the rent level if
the business does not grow at the expected rate.

Sales

The sales figures that we expect the tenant to achieve are based on the turnover of the
previous landlords who achieved an income from sales of over just over £120,000 per
annum. We fully expect that these sales figures can be improved upon for two reasons.

M The fact that the pub is owned by the shareholders, most of whom live locally
will be a big incentive for villagers to support their own business and to
encourage their family and friends to use it.

(i) The tenant that we appoint will be expected to drive up the sales of food from
30% of the sales to 45% of the sales over the three yea r period. Increasing
food sales is the key to making the George and Dragon a viable business and
the tenant that we appoint will have had to demonstrate how they plan to
achieve this and it will be closely monitored throughout the tenancy.

Having said this, as the pub has been closed for more than a year so the business will be

starting from a low base. In the first year it is envisaged that income from sales will match

that of the previous landlords and be at £120,000, but not exceed it. In the second yea r it
is anticipated that this will grow to £129,000 and in year three to £138,600. This assumes
a sales growth of 7.5% each year.

The sales are based on relatively conservative estimates of the number of people who will
use the pub. Using an analysis of the amount of spending per visit that other similar pubs
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experience, the average visit to the pub by one adult generates £6.50 of sales. The table
below shows the expected number of visits to the pub in a typical week in the December,
March and August and the income that they would generate.

December March August
Day Visits Income Visits Income | Visits Income
Monday 26 £169 10 £65 40 £260
Tuesday 21 £136.50 12 £78 31 £201.5
Wednesday | 34 £221 18 £117 45 £292.5
Thursday 39 £253.50 21 £136.5 |58 £377
Friday 78 £507 61 £396.5 | 115 £747.5
Saturday 98 £637 71 £461.5 | 130 £845
Sunday 91 £591.50 65 £4225 | 112 £728
TOTALS 364 £2515.50 258 £1,677 | 531 £3,451

These sales figures would lead to sales for the year in excess of £120,000. Once we
have appointed a tenant they will be responsible for running their own business within our
building. They will therefore meet all of the running costs from the income that they
make from sales. The tenant will be responsible for running the business within broad
guidelines set by ourselves. The tenant will be required to live in the accommodation in
the rooms above the pub.

Dividend to shareholders

It is envisaged that a dividend of 3. 5% of their share value will be paid to shareholders at

the end of the first year of trading. The actual amount to be paid will be determined by

the board of directors and will be dependant up two factors

0] The prevailing rate of interest at the time. Sha re holders are promised that their
investment will give them a return fAat | ea
building society or banko. Therefore the b
promise is fulfilled.

(i) The profitability of the business. The rent for the first year will be in the region of
£9,500. A 3.5% return for £220,000 worth of shares purchased by shareholders
will cost £7,700. The remaining £1,800 will be utilised to pay the cost of insurance
and add to the reserve fund. The dire ctors will, however, review the financial
performance of the business on a quarterly basis and if sales are lower than
anticipated then the rent may be adjusted downwards and the level of interest paid
to investors may also fall. If the business has perfor med better than had been
expected then the directors may choose to increase the rent and reward
shareholders by awarding them a higher rate of return on their investment. This
decision will be made in the light of the expected performance of the business in
the following year and the need to invest funds in the expansion of the business. A
formula for reviewing the rent will be agreed with the tenant prior to their entering
into a tenancy agreement. This formula will ensure that the tenant has sufficient
incentive to grow the business, because they will increase their own income by
doing so, but at the same time give the Society a fair share of this increased profit.

Premises Costs

Purchase of the premises.
The price agreed for the purchase of the George and Dragon is £209,950. The legal and
other fees associated with the purchase of the pub will in the region of £4,370.
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Costs of improvements to the building £10,000

The costs of essential repairs and alterations to the building that will be carried out are
based on the estimates supplied by a builder. They include the costs of repairs to the
roof, and any other essential repairs. The pub will also be fully decorated and the pub
garden area will be cleared and cleaned.

Fitting out the kitchen and provi ding pub furniture £13,000

The costs of the kitchen equipment and pub furniture to be purchased prior to the
opening of the George and Dragon are based on an estimates supplied by a commercial
catering equipment company and the estimated cost of buying g ood quality second hand
pub tables and chairs.

Insurance costs
As soon as the building is acquired it will be insured. As estimate of £680 to insure the
building has been provided by Versatile Insurance.

Reserve Fund
As previously explained a reserve fund of £11,000 will be established.

The total costs of acquiring the building, insuring it and a basic refit of the pub to enable it
to open are therefore £249,000

This is to be funded from

Share purchase by members £200,000
Share purchase by the Yorksire Key Fund £20,000
Grant aid from Yorkshire Key Fund £5,000
Grant aid from Development Trust Ass £4,000
ERDF Grant £7,000
Grant from Yorkshire County Council £13,000
Total £249,000

Development of Bed and Break  fast accommodation

There is an existing planning consent to develop outbuildings at the rear of the premises
into six bedrooms and with en suite bathrooms, two of which would have balconies and
fine views over the Swale valley. The costs of carrying out t his work have not yet been
estimated and are therefore considered in outline form only. Itis our intention to work
towards this accommodation being built during the second year of operation. The
planning consent for the works expires in August 2010. T herefore the co-operative will
either need to apply for planning consent to be renewed, or make a start on the work
before the expiry date. This start can be minimal and once the works are begun the
planning consent will not expire and the works can be completed at a time when funds are
available. We will discuss these options with the planning authority prior to deciding what
action to take.

If this work were to be completed, it would significantly increase the potential income of
the business. For example, if the cost of bed and breakfast was to be set at £28 per
person per night and the 6 double rooms has an occupancy of 45% of the available space
(i.e. out of a possible 4,380 person night per year, 1971 were let) this would generate an
income of over £50,000 per annum. There would of course be staff costs associated with
this, but it would certainly add considerably to the viability of the business, as the guests
would also use the pub for their meals and drinks. It is a development that the society

14



wishes to pursue and we have been advised that grant aid support of up to 50% of the
costs are likely to be available to enable us to do this.

In order to do this the board will ensure that, during the first year of operation

1 The cost of the construction of these rooms is fully investigated and at least three
competitive quotes to undertake the work are obtained.

1 A full analysis of the likely additional income and of the associated staff and other
costs is undertaken.

1 Market analysis is undertaken of the likely demand for the accommodation

1 Proposals for funding the development are worked up. This could include, (i) an
additional share issue, (i) taking out a business loan, (iii), using company surpluses

Land at the rear of the Pub

There is approximately an acre of land which forms part of the property of the George and
Dragon. This is a considerable asset which needs to be fully exploited. Immediately at the
rear of the restaurant area is a paved yard and fish pond from which there are magnificent
views across the Swale Valley. With a little work this can be transformed into an extremely
attractive beer garden which also accommodates smokers. At the rear of this is further
garden and field. The garden contains the quoits pitch, which is in need o f refurbishment.
This garden area can also be used as additional beer garden, outdoor dining space and a
space for barbeques, bonfire nights, musical events and outdoor activities. Beyond this is
a field leading down to a network of footpaths leading thr ough Hudswell Woods and down
to the river Swale, into Richmond in one direction and to Downholme in the other. A path
leads through field from these paths to the pub garden. This path will be retained and
improved and signs from the woods will point the way to the George and Dragon. The
pub will be marketed to walkers (see above). The rest of the field could be developed as
a camp site for walkers and cyclists, which would generate a small amount of income
directly by way of charges, but also add to the customers using the pub in the summer
months. The right of way though the field to the Woods will be maintained and a book of
walks from the George and Dragon will encourage walkers to use the pub.

uoits ich and garden at the rear of the George and Dragon

Financial Predictions

The societybds only sources of income wil/ be
gained from its reserves. We anticipate that the rental income this will be £9,500 in year
one, £11,000 in year two and £13,000 in ye ar three. If shareholders are paid a 3.5%
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dividend after other costs, this will lead to a surplus of £1000 for the first year, £2,250 for
the second year and £4,650 for the third year. According to the reserves policy outlined
earlier the reserves should increase to around £15,900, by the end of year two and
£20,000 by the end of year three.

Growing the business
As has already been explained the most obvious way in which the business could be
expanded would be to develop the bed and breakfast accommodation. It is anticipated
that the bed and breakfast accommodation would be developed during the second year.
Assuming that the costs were to be in the region of £100,000 and that this expenditure
was met from income from three sources

) £25,000 business loan

(i) £35,000 from the sale of additional shares.

(i)  £45,000 from grant aid

This would lead to additional income from mid point of year two, and additional costs

associated with extra staff, increased stock costs, and additional dividend payments to
share holders and loan repayment costs. Agreement would be reached with the tenant
about how this additional income would be shared with the Society, either through a profit

share arrangement or through increased rent. The Society should expect to see at least an
additional £10,000 a year income if this accommodation were to be provided.

Reporting to members

All members will be provided with an annual report which sets out how the enterprise has
developed its activities over past year and provides and audited financial report. Members
will also be invited to the annual general meeting and to general meeting called by
directors or members.

Directors Declaration
Due care has been taken in preparing this prospectus, a process that has been overseen
by the directors, who can vouch that the information it contains

Our ambition: To see the George and Dragon re -opened in early Spring 2010
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