
 
 

Minutes of the meeting of 10:30 am, Tuesday, 28 June 2016 
 
 
Location: National Housing Federation, Lion Court, Procter Street, London 
 
Chair: 

 
Rob Griffiths (professional advisor) 
 

  

Present: Anna McOwen (national housing federations) 
Andrew Newberry (national housing federations)  
Andy Speer (national housing federations)  
Anna McOwen (national housing federations) 
Charles Brotherton (professional advisor) 
Harry Mears (professional advisor) 
Jack Marshall (national housing federations)  
Jenny Brown (professional advisor) 
Jonathan Clarke (professional advisor) 
Lindsey Dryden (national housing federations) 
Phil Cliftlands (professional advisor)  
Sarah Smith (national housing federations) 
 

   

Observers: 
 

Mei Ashelford (FRC)  
Nigel Gregory (Scottish Housing Regulator) 
 

  

Secretariat: Guy Flynn (PwC) 
Jonathan Galbraith (PwC, for agenda item 4 only) 
Steven Blackmore (PwC, for agenda item 4 only) 
Joseph Carr (National Housing Federation) 

  

 
Minute no 

   
Action 

1.  Apologies   
  Allister Parkinson, Amerjit Barrett, Andrew Malcolm, Anne 

O'Meara, Maria Hallows, Mark Potter, Michael Rafferty, Nigel 
Perryman and Philip Winter sent their apologies. 
 

 Fiona Westwood has now left PwC. The Chair recorded the 
SORP Working Party’s thanks to Fiona for her hard work, 
expertise and years of dedication. 

 

  

2.  Minutes of the meeting of 10 December 2015   
  The Minutes of the 10 December 2015 will be circulated and 

agreed electronically. 

 Fed 

3.  Matters arising   

  There were no matters arising. 
 

  

4.  Accounting for early repayment of fixed rate debt   
  On 2 June 2016, the FRC issued a statement, which provided 

clarification on accounting for fixed rate debt with two-way break 
clauses.  

 

  

  The FRC is scheduled to carry out its first triennial review of FRS 
102 during 2017 and accounting for financial instruments will be 
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part of that project. The project will have two aspects and 
consultation of the issues will be organised accordingly: 
 
- the first will include less substantial accounting issues that 

are more straightforward to resolve and have a lesser impact 
on financial reporting. These changes will take effect from 1 
January 2019 
 

- the second aspect of the project is likely to include more 
substantial issues (including accounting for financial 
instruments) and these changes will take effect from 1 
January 2022. However, early adoption will be permitted. 

 
  During autumn 2016, the FRC intends to confirm how it will 

approach the review of FRS 102 and the timetable for the 
process. 
 

  
FRC 

5.  Accounting for multiple employer pensions schemes    
  Because of the way in which SHPS operates, there is an 

inevitable mismatch between repayments assigned to 
participating employers to fund the Scheme’s deficit and actual 
individual employer deficits. In part, the difference is thought to 
arise because of the way unfunded deficits are allocated.  
 

  

  Currently, the Pensions Trust (PT) provides participating 
employers with information on their share of the Scheme’s 
liabilities but not an analysis of their share of underlying assets - 
the PT maintains it is not possible to identify asset shares on a 
reasonable and consistent basis without undue cost and effort.  
Housing associations have relied on the PT’s inability to provide 
this information to apply the exemption in FRS 102 and account 
for SHPS on a defined contribution basis.   

 

  

  However, the Wheatley Housing Group, a group of Scottish 
housing associations and a member of SHAPS (analogous to 
SHPS and also a subsidiary of the PT), obtained information 
from the PT on its share of the Scheme’s assets. This allowed 
Wheatley to account for SHAPS on a defined benefit (DB) basis. 
Furthermore, a number of English housing associations are in 
the process of determining, independently, their share of the 
SHPS assets as a prelude to accounting for SHPS on a DB 
basis.  
 

  

  Auditors are now starting to consider whether the methodology 
employed to allocate SHPS asset share between participating 
employers and the supporting evidence would stand up to audit 
scrutiny. PwC has tested these apportionments of scheme 
assets on in-house software and gained some comfort on the 
effectiveness and accuracy of the methodology.  

 

  

  Consequently, it may no longer be tenable for housing 
associations to maintain that SHPS asset share is either 
insufficient or unavailable.  If so, it is unlikely that housing 
associations would continue to be permitted to apply the 
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exemption in FRS 102 and they would be required to account for 
SHPS on a DB basis. 
 

  The process of DB accounting for SHPS could prove costly for 
the sector for a number of reasons: 
- SHPS is not currently subject to an audit and would need to 

be. 
- Professional advisers would need to be commissioned to 

calculate the apportionment of the asset between 
participating employers. 

 
However, the costs could be shared amongst SHPS participating 
employers  

  

  

 It was agreed to arrange a meeting between the Pensions Trust 
and the SORP Working Party to discuss the availability of 
information on the share of SHPS asset amongst participating 
employers and to explore recent developments in accounting for 
SHPS. 

  
Fed 

6.  FRS 102 – emerging issues, 2015 and 2016 
 

  

 The Brexit   
  The commercial impact of the result of the referendum on 23 

June 2016 for Britain to leave the EU represented a non-
adjusting, post balance sheet event. UK GAAP requires any 
year-end accounting uncertainties to be described in the 
directors reporting section of financial statements. 
 

  

 Revaluation of social housing assets post rent reduction   
  In the worked example provided, the housing association in 

question had the option of either: 
i) to adopt the valuation of asset at deemed cost on 

transition, or alternatively, 
ii) to persist with holding assets at valuation and first 

offsetting the fall in value against any balance in the 
revaluation reserve and charge the remaining balance 
to the income statement.  
 

  

 Deferred taxation   
  There was concern over a potential differed tax liability arising 

where a gift aid transfer is made from a subsidiary to the 
parent charity. This may arise because: 

  

 i) of a mismatch in timing between making the transfer in 
the tax computation of one organisation and recognition 
in another. The general opinion was that no deferred 
tax liability 

 

  

 ii) gift aid transfers being restricted to distributable 
reserves. If a deferred tax liability arises, the question is 
where this should be accounted for. If disclosed as 
interest under operating cost, this may be restricted for 
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tax purposes, subject rules under the Base Erosion and 
Profit Shifting initiative. 
 

 
 Barclays releasing LOBO options   
  In June 2016, Barclays announced it would relinquish its 

lender option in the LOBOs thereby reducing housing 
association breakage costs. According to FRS 102, because of 
the existence of the lender option, these financial instruments 
are classified as ‘other’ and disclosed at fair valued. 
 

  

  A number of housing associations have already reached an 
agreement with Barclays to restructure these agreements. Any 
refund that arises because of Barclays’ decision would be 
subject to a post-balance sheet disclosing event.  
 

  

  Associations which still held LOBOs at the financial year end 
would, depending on when audit financial statement have been 
signed-off, need to reflect the change as a non-adjusting post 
balance sheet event. In the next accounting period, these 
instruments would be subject to a derecognising event. 
  

  

 Inflation-linked Debt   
  In accordance with Paragraph 11.9 of FRS 102, inflation linked 

is classified as ‘other’, where both in the interest and 
underlying principal are indexed. This also applied to loans 
where interest is applied to the outstanding balance of a loan 
where the principal is index-linked, as this effectively results in 
both the principal and interest being indexed. 

 

  

7.  Any other business   
  It was agreed that the following item would be added to the 

agenda for the next SORP meeting - issues arising from 
implementation of FRS 102. 
 

 Fed  

8.  Subsequent meetings of the SORP Working Party:    
  10:30-14:30 Tuesday 13 September 2016 

 10:30-14:30 Tuesday 13 December 2016 

 Time TBC, Tuesday 21 March 2017, ACC, Liverpool 

  


