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Introduction
1

We’d like to welcome Sam Wotton 
to the Federation’s Finance 
Policy team. Sam is our new 

Policy Officer and you can look forward 
to meeting him at a finance forum near 
you in the not too distant future. Sam will 
work across a number of finance areas 
but with particular responsibility for 
treasury management.

Since the last update there have been a 
number of significant developments in the 
sector, many included in this Update. One 
other to note is the release of the long 
awaited Cosmopolitan report. 

The fate of Cosmopolitan reminds us 
of the potential for serious problems if 
things go wrong, and the Altair Report 
provides a detailed account of a case 
that could have resulted in a major 
failure in the sector. It brings out some 
important lessons for the regulator 
but it also confirms that the primary 
responsibility for the governance of 
housing associations rests with their 
boards, and it contains very helpful 
recommendations aimed at strengthening 
governance and regulation to meet the 
needs of the increasingly demanding and 
complex environment in which housing 
associations operate.

In this issue of the update we:
• Check the progress on the housing 

SORP and provisionally confirm the likely 
publication date of September 2014

• Provide an overview of the UK economy, 
including likely interest rate increases 

• Detail the new regulatory consultation 
and what it could mean for housing 
associations

• Explore the Federation’s vision for the 
sector in 2033

• Discuss the consultation on the setting 
of social housing rents from 1 April 2015

• Update on the work of Labour’s Lyons 
Commission, of which the Federation’s 
David Orr is a member

• Alert you to two funding sources, a club 
bond from M&G and Retail Charity Bonds

• Inform you on developments in the 
tax arena including saving money 
on temporary staff costs and local 
authorities’ new approach to Supporting 
People VAT issues

• Highlight changes to the governance 
of LGPS, the upcoming SHPS valuation 
and the announcement of an affordable 
pensions advisory service, and

• Outline operational risks to housing 
associations.

John Butler, Policy Officer

Welcome to the Federation’s 
Finance Policy Quarterly Update 

Introduction
1
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What shape is the economy in?

With less than a year to go before 
the next General Election, the 
economy is showing signs of 

recovery. Indeed, GDP increased by 0.8% in 
the first quarter of 2014 and by 3.1% since 
the first quarter in 20131. Importantly, the 
Office for Budget Responsibility (OBR) 
also sees economic growth returning 
to the UK, forecasting annual growth of 
around 2% over the next four years (Fig.1). 
However, growth does seem to be driven 
by the service sector as both production 
and construction are still much lower than 
pre-recession levels (Fig. 2).

Positively, earnings growth and inflation 
appear to be converging. In March of this 
year, wage inflation (Fig. 3) was higher 
than general inflation for the first time 
since the summer of 2010. Whilst this is an 
important step in the right direction, the 
sustained period of high inflation has made 
people worse off and so it may take time 
for them to start feeling confident about 
the economy and shifting their expenditure 
preferences. Indeed, the National Institute 
of Economic and Social Research (NIESR) 
has forecast that real wages won’t return 
to the peak of 2009 levels until 20184.

Now the economy is growing, is it time 
for the Bank of England to change its 
monetary policy? The knock-on effect of 
historically low interest rates is higher 
prices – particularly of assets – hence 
the increases in CPI and house prices. 
However, as output per capita has not 
increased as much as we would have 
expected, there is still capacity within 
the economy which may reduce the 
requirement to change course.
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Fig 1 – GDP projections – OBR - Real GDP growth fan chart2

Fig 2 – GDP by sector – ONS - GDP and main 
components, Q1 20143

Importantly, the governor of the Bank of 
England, Mark Carney, had set out his 
‘forward guidance’ proposal which links 
the base rate to unemployment levels. 
In the policy, when unemployment falls 
to around 7% – an indication of capacity 
within the economy – the Bank of England 
would consider changing the base rate. 
While this threshold (Fig. 4) was reached 
but no change occurred, Mr Carney’s 
Mansion House speech in June prepared 
the ground for imminent increases. 

Total
Services
Production
Construction
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Furthermore, Mr Carney has also 
responded to concerns that the housing 
market is overheating. With house prices 
rising and people still wanting to get on 
to the ladder, individuals with significant 
amounts of debt (Fig 5.) may become 
one of the largest systemic risks for the 
economy7. Indeed, the OBR has forecasted 
that while the growth in house prices will 
slow to around 4% per year, debt to income 
levels will grow8. In response, Mr Carney 
has stated that the Bank does have the 
macro-prudential tools to cool the market 
where appropriate. In fact, in order to limit 
the systemic risk of the mortgage market, 
in June Mr Carney announced a proposal 
that lenders will not be allowed to lend any 
more than 15% of residential mortgages at 
more than 4.5 times a borrower’s income9.

It is welcome news that the economy is 
growing again but the degree to which 
people are benefiting from it remains to be 
seen. Furthermore, given the bold policy 
actions taken in response to the financial 
crash, changing direction – particularly for 
the Bank of England – may take some time. 
However, increasing the base rate is clearly 
on the Bank’s agenda in the near future and 
they are ready to use other tools at their 
disposal if asset prices continue to rise.

Implications for the sector
The crucial message is that interest rates 
will rise in the near future which will impact 
on borrowing costs for both developers and 
buyers. The pace that this rate increases, 
however, is unlikely to be rapid due to 
the economy still showing signs of spare 
capacity which will dampen the inflationary 
effects of low interest rates.

For more information on this contact Joe Sarling, Senior 
Analyst, 020 7067 1183 or joe.sarling@housing.org.uk.
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Fig 3 – Inflation and earnings – ONS – CPI analysis; ONS – 
Average Weekly Earnings dataset5

Fig 4 – Unemployment of working age population – ONS 
Labour Market Statistics6 

Fig 5 – Debt to income – OBR Debt to Income 

1. ONS – GDP and main components data
2. OBR – Real GDP projections (March 2014)
3. ONS – GDP and main components data
4.  NIESR – FT article – www.ft.com/cms/s/0/ef611814-

f0b6-11e3-9e26-00144feabdc0.html#axzz379A6j1Mp
5.  ONS – CPI Inflation tables; ONS – Average Weekly 

Earnings (AWE) dataset.
6.  ONS – Unemployment data found in Labour Market 

Statistics dataset
7. OBR – Debt to Income (March 2014)
8. OBR – House price projections (March 2014)
9.  Carney, M. from Bank of England – BBC article –  

www.bbc.co.uk/news/business-28016952
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December forecast
March forecast

AWE (3 month average % change)
CPI (% change over 12 months)
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1

With the transition date of 1 January 2015 fast approaching 
the Federation asked Faye Gordon from PWC to explain 
progress with the drafting of the Housing SORP.

FRS 102 and the Housing SORP 2014

Accounting

3

The rewriting of the Housing 
Statement of Recommended 
Practice 2014 (Housing SORP 2014) 

is nearing completion, with the Financial 
Reporting Council (FRC) approval process 
commencing from 1 July 2014.
 
There has been a delay in publishing 
the Housing SORP 2014 due to a second 
consultation on the assessment of 
impairment of social housing property 
which closed on 4 June 2014, following 
an eight-week consultation exercise. 
The response to the consultation 
revealed an overwhelming support 
for the majority of the new proposals 
on impairment. Particularly popular 
was the proposal that depreciated 
replacement cost should be used when 
assessing impairment, as a method for 
estimating the value of social housing 
property held for their social benefit – 
the value in use of assets held for their 
service potential. 

Two additional examples have been 
added to the section in the SORP 
on impairment to assist housing 
associations to apply the guidance 
on carrying out an assessment for 
impairment and measuring depreciated 
replacement cost. The guidance will be 
kept under review and further advice 
issued as necessary. 

The FRC had requested that there was 
direct engagement with lenders and 
investors to the sector to get their feedback 
on the revised proposals for impairment. 
Whilst there weren’t a significant number 
of formal responses to the impairment 
consultation from funders, a response 
was submitted by the Council of Mortgage 
Lenders on behalf of its members. The 
discussions with lenders and investors 
were generally supportive of the new 
proposals with the key concern being 
that these proposals needed to be kept 
under review by the SORP Working Party 
to identify what, if any, further guidance 
might be needed when these proposals 
were implemented. The SORP Working 
Party recognises that further guidance 
is likely to be needed for estimating 
depreciated replacement cost and has 
undertaken to keep this under review as 
housing associations make the transition 
to Financial Reporting Standard 102 (FRS 
102) and the Housing SORP 2014. 

Over the spring and early summer, the 
SORP Working Party has been revising 
the Exposure Draft to the Housing SORP 
2014 which was issued for consultation 
in November 2013. Guidance in the final 
Housing SORP 2014 has been informed 
by responses to the consultation on the 
Exposure Draft of the SORP as well as the 
second consultation on impairment.

http://www.housing.org.uk/policy/finance/accounting/statement-of-recommended-practice-and-international-style-accounting/sorp-consultation-on-draft-responses
http://www.housing.org.uk/policy/finance/accounting/statement-of-recommended-practice-and-international-style-accounting/sorp-consultation-on-draft-responses
http://www.housing.org.uk/policy/finance/accounting/statement-of-recommended-practice-and-international-style-accounting/sorp-consultation-on-impairment-responses
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Following requests arising from the 
consultation exercise, further guidance 
has also been included on:
• Accounting for Homebuy 

arrangements and 
• Accounting for shared 

ownership grants. 

The Exposure Draft of the SORP linked 
the accounting for housing properties with 
the accounting for government grant. FRS 
102 includes transitional arrangements 
that allow housing associations to either 
freeze a previous UK GAAP valuation 
of fixed assets or perform a one-off 
fair value of assets. It was important 
that the final SORP was clear on how 
government grants are accounted for in 
circumstances where these transitional 
arrangements are applied. Under both 
of these transitional arrangements, 
the performance model of accounting 
for government grant must be applied 
up to the date of transition. Once the 
valuation becomes deemed cost then the 
accrual model of accounting will apply for 
subsequent government grants. 

The final SORP includes clarification 
on the presentation within the financial 
statements of items such as government 
grant, fair value movements for non-
hedged financial instruments and 
impairment losses. There is also an 
important clarification included in 
the final SORP on the accounting for 
revaluation movements on property, plant 
and equipment. FRS 102 only permits a 
downward movement in the valuation of 
an asset to be taken to the revaluation 
reserve to the extent that there is a 
revaluation surplus for the asset already 
within the reserve. Where this is not the 
case the downward valuation movement 
must be accounted for in the Statement 
of Comprehensive Income. FRS 102 does 
not allow for pooling of assets when 
accounting for movements in valuation. 
This presents an issue for developing 
housing associations who account at 
valuation where a new social housing 
development could have a sizeable 

downward valuation on completion. In 
mitigation of this the SORP Working 
Party has been able to agree with the 
FRC that a transfer from the income and 
expenditure reserve to the revaluation 
reserve could be made so that the 
reserves position is comparable to what 
it would be if housing properties were 
accounted for at cost. 

CAPE (the Committee on Accounting 
for Public-benefit Entities) performed 
a detailed technical review of the final 
Housing SORP 2014 at its meeting on 
1 July 2014 and will recommend to the 
Accounting Council that it approves the 
final SORP at its meeting on 17 July 2014. 
The final stage of approval is then the 
FRC’s Codes and Standards Committee on 
the 8 September 2014. 

On the proviso that no significant issues 
are raised by any of these committees, 
the Housing SORP 2014 will be published 
in September this year for housing 
associations to move forward in planning 
and implementing their transition to FRS 
102. Make no mistake, the transition to 
FRS 102 will be an arduous, resource-
hungry process. The format and content of 
new FRS 102-style accounts will look and 
feel very different and this may require 
detailed and challenging conversation 
with funders. It will also require that 
housing association finance teams set 
aside time to train both non-finance 
senior executives and board members to 
interpret these new changes.

Anticipating this, the Federation is:
• Hosting six SORP roadshows across the 

country from late September 
• Publishing a new finance guide for board 

members and non-finance executives 
which not only explains these changes 
but also provides a guide to all areas of 
housing association finance

• Hosting three one-day events targeted 
at board members and non-finance 
events which will be used to launch the 
new finance guide and provide training 
on housing finance.
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The Federation is hosting six 
roadshows in five locations 
that offer an engaging way for 

you to understand the key changes 
being introduced by FRS 102 and the 
Housing SORP 2014.
• London: 22 September, America 

Square Conference Centre
• York: 24 September, The Royal York 

Hotel
• Exeter: 1 October, Thistle Exeter City 

Centre, The Rougemont
• Birmingham: 7 October, Hyatt Regency
• London: 9 October, The Cumberland 

Hotel
• Manchester: 15 October, Museum of 

Science and Industry (MOSI)

The roadshows will explore the principal 
changes being introduced by FRS 102 
and the Housing SORP 2014. Each event 
will include three workshop sessions in 
which delegates will have the opportunity 
to work through detailed examples of how 
to implement accounting requirements in 
many key areas, including:
• Housing association fixed assets and 

impairment assessment
• Accounting for financial instruments 

and loan covenant compliance

• Accounting for government grants, 
Recycled Capital Grant Fund (RCPF), 
stock swaps and specialist accounting.

Members of the SORP Working Party will 
present many of the sessions and will be on 
hand to answer your questions – offering 
guidance on the preparation of accounts 
and the practical steps you need to take 
to make the transition and implement the 
changes for your organisation. 

Every delegate will receive a free copy 
of the new Housing SORP.

If you are unable to attend a roadshow, 
but would like to pre-order a copy of the 
new housing SORP publication, please 
email us at bookshop@housing.org.uk.

Places are limited. To book your place 
at one of the roadshows, go to www.
housing.org.uk/events and use priority 
code SORPFQU or call 020 7067 1066 for 
further information.

Sponsored by:

SORP Roadshows 2014
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The Federation has commissioned 
accountants Smith and Williamson 
to write the publication Finance 

demystified: a guide for housing 
association boards and non-finance 
executives. The replaces an existing 
publication, Understanding financial 
statements: an overview of accounts 
for social housing providers. 

The scope of the new publication goes 
beyond the existing book which merely 
focuses on accounts. The Federation 
has taken the opportunity to provide 
essential guidance to housing association 
board members on all areas of housing 
association finance in an easy-to-
understand and accessible manner. 
However it will include a section which 
covers the shift to FRS 102 and the 
Housing SORP 2014.

The contents of the guide are organised 
so that it will benefit both new board 
members and those with more 
experience. It will also be useful to non-

finance executives and finance specialists 
new to the housing association sector. It 
will cover a range of topics, including:
• The roles and responsibilities of boards 

and their role in managing housing 
association finance

• The nuts and bolts of the accounting 
framework

• Using financial information for effective 
decision making

• The role performed by finance 
specialists on the board in interpreting 
financial information and in informing 
decision making

• How to manage financial risk and 
financial capacity constraints 

• The impact of finance on a housing 
association’s wider business and how to 
approach bringing in specialist help.

New finance publication for boards

The Federation’s contact for this publication is 
Arnon Leung, Policy Assistant, 020 7067 1070,  
Arnon.Leung@housing.org.uk.
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The Federation is hosting three 
October roadshows in Manchester, 
London and Birmingham to launch 

Finance demystified: a guide for housing 
association boards and non-finance 
executives. The events will also serve to 
provide boards and non-finance directors 
with training in all areas of housing 
association finance.

The roadshows will take place as follows:
• 14 October 2014, Renaissance Hotel, 

Manchester
• 21 October 2014, Grand Connaught 

Rooms, London
• 23 October 2014, Novotel, Birmingham

Board members will have the opportunity 
to engage with finance experts in a 
number of interactive sessions that will 
help boards understand housing finance 
as well as share their experiences on how 
to interpret financial information in order 
to make informed decisions. 

The sessions will be organised to cater 
separately for the needs of new board 
members and those with more experience 
or greater financial responsibility. It will 
also be useful for non-financial directors 
or finance specialists new to the sector.

Every delegate will receive a free copy 
of the publication.

If you are unable to attend a roadshow, 
but would like to pre-order a copy of the 
publication, please email us at  
bookshop@housing.org.uk.

Places are limited. To book your place 
at one of the roadshows, go to  
www.housing.org.uk/events and use 
priority code FD1014FQU or call 020 7067 
1066 for further information.

Demystifying Finance roadshows

The Federation’s contact for these events is 
Lucy McCrindle, Conference Organiser, 020 7067 1052,  
Lucy.McCrindle@housing.org.uk.
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This year’s Housing Finance 
Conference and Exhibition was 
a great success with over 1,100 

finance professionals in attendance. To 
see highlights, photos and videos from 
the day, read our event focus article. 

Call for contributions
Preparation for the 2015 conference is 
well underway and we are planning an 
even bigger and better event. We want the 
event to be tailored to your needs, so now 
is your chance to let us know if you would 
like to see any particular topics or if you 
have something to share with the sector.

We are looking for innovative and 
informative sessions with engaging 
and insightful speakers.

Get in touch with your ideas by Friday 18 July.

Bookings are open
We are giving you the chance to book 
early, which will not only save you £100, 
but you will get priority booking for the 
conference dinner and your guaranteed 
preferred session choices when the 
brochure is released in October.

To book your place at the event, go 
to www.housing.org.uk/finance and 
use priority code FIN0315FQU or call 
020 7067 1066 for further information.

Follow @natfedevents #NHFFinance to 
keep up with event announcements.

Housing Finance Conference and 
Exhibition: 18-19 March 2015

The Federation’s contact for these events is 
Emma Harrison, Conference Manager, 020 7067 1054 
or emma.harrison@housing.org.uk 

http://s3-eu-west-1.amazonaws.com/doc.housing.org.uk/Events/Finance_Conference_2014_-_Event_Focus.pdf
mailto:emma.harrison@housing.org.uk
https://twitter.com/natfedevents
https://twitter.com/hashtag/nhffinance
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The Homes and Communities Agency (HCA) has issued its long-awaited 
consultation document outlining changes to the Regulatory framework. 

Consultation on the new regulatory framework

Regulation
4

The underlying purpose of the 
proposed changes is to ensure 
that social housing assets are 

protected. The focus is on effective risk 
management, requiring providers to 
show a clear grasp of their business, 
its assets and liabilities; and to show 
that their business plan has been 
stress-tested. In addition, there are 
some specific requirements for certain 
categories of housing associations, such 
as for-profit housing associations and 
housing associations with unregistered 
group parents. There are a number of 
restrictions on the use of Category 6 of 
the General Consent, which relates to 
the disposal/charging of land, and some 
changes to the registration criteria. 

The consultation therefore represents 
a marked change of direction from last 
year’s discussion paper, in which the 
HCA proposed a general requirement 
for separating associations’ core social 
housing functions from their other 
activities, so that they take place in 
separate ring-fenced entities. The 
Federation argued strongly that ring-
fencing in this way would hamstring the 
sector without getting to grips with the 
fundamental issue, which is the need to 
manage risk.

Accordingly, the Federation welcomes the 
change of approach that the consultation 
outlines, and commends the HCA’s 

willingness to listen to issues raised in 
response to last year’s discussion paper. 
We do, however, have concerns about 
some specific elements of the HCA’s 
proposals. There are a number of 
proposals about transactions within 
groups, especially by housing associations 
that are subsidiaries of an unregistered 
group parent, and we shall liaise with 
members about the potential impact of 
these changes. The proposed changes 
to the general consent will also require 
careful consideration.

The HCA proposes a Code of Practice 
to explain and amplify the revised 
Governance and Financial Viability Code. 
The Federation has strong reservations 
about the issuing of a Code. This is not 
so much because of its contents, which 
are generally sensible, but because past 
experience with the Housing Corporation 
demonstrates that guidance of this kind, 
when issued by the regulator, rapidly 
comes to be treated as indistinguishable 
from full-blown regulation. 

It should be noted that the consultation 
sets out changes to the Rent Standard 
(see the investment section of this update 
for more details).

The consultation affects only private 
registered providers (RPs) of social 
housing, that is, housing associations 
and for-profit RPs. It does not affect 
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4 Regulation

Consultation on the new regulatory framework
For more information contact John Bryant, Policy 
Leader, 020 7067 1082, john.bryant@housing.org.uk 

public RPs (stock-retaining LAs). Most 
of its provisions apply to all private RPs, 
but some elements apply only to certain 
categories of RP and this is noted at the 
relevant points. 

The closing date for comments on 
the proposals is 19 August 2014 and 
it is intended that the revisions to the 
Regulatory Framework will take effect 
from 1 April 2015.

The consultation document can be found 
on the HCA’s website.

Read the Federation’s briefing on the 
consultation.

http://www.gov.uk/government/consultations/changes-to-the-regulatory-framework
http://www.gov.uk/government/consultations/changes-to-the-regulatory-framework
http://www.housing.org.uk/publications/browse/changes-to-the-regulatory-framework
http://www.housing.org.uk/publications/browse/changes-to-the-regulatory-framework
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An Ambition to Deliver

Federation’s 
vision

5

I do not believe that continuing at 
the current rate of house building 
is a realistic option, unless we are 

prepared to accept increasing problems 
of homelessness, affordability and social 
division, decline in standards of public 
service delivery and increasing the costs 
of doing business in the UK...”
Kate Barker, Member of the Monetary 
Policy Committee, Review of Housing 
Supply 2004

Depressingly, in every year since Barker’s 
ground-breaking analysis we have under-
delivered the homes needed, and in 10 
years a further 800,000 homes have been 
added to the backlog in England.

As we approach the 2015 General 
Election housing is again rising to the top 
of politicians’ agenda. But we are well 
beyond the rhetoric – we need action. 
That includes bold action initiated by 
the sector, which is what An Ambition to 
Deliver is all about. 

An Ambition to Deliver is the result of a 
collaboration with our members over the 
past year to develop a sector vision. By 
2033, our members will:
• House 1 in 5 people (currently 1 in 10)
• Deliver 120,000 homes a year – 80,000 

affordable and 40,000 for market sale 
and rent

• Have increased annual turnover  
five-fold to over £70bn

• Be generating 30% of income from  
non-social lettings (currently 15%).

In order to deliver we will need political 
leadership. We will be calling on the 
next Government to make a public 
commitment to end the housing crisis in 
a generation, and to publish a long-term 
plan setting out how they will go about 
this within a year of taking office. 

That plan should ensure the whole 
housing system works towards delivering: 
• A secure supply of new homes 
• A stable housing market 
• The right homes in the right places 
• High quality and sustainable homes
• An attractive alternative rented offer 

Central to the plan will be finance. As a 
sector we have considerable capacity. The 
2013 Global Accounts indicated undrawn 
borrowing facilities of over £12bn – enough 
to deliver 120,000 affordable homes.

The Regulator estimates that housing 
associations have unencumbered 
security of £25bn, based on the cautious 
‘existing use’ valuation methodology. The 
current ratio of debt to assets is 62% 
across the whole sector. As part of their 
growth strategies, some associations are 
planning to increase their gearing.

Many associations have substantial 
embedded value in their assets. Some 
are choosing to sell less well performing 
high value stock and reinvest in new 
properties, delivering a net increase in the 
number of tenants that they support.

“

http://www.hothouse.org.uk/towards-a-vision/housing-associations-in-2033/research/an-ambition-to-deliver
http://www.hothouse.org.uk/towards-a-vision/housing-associations-in-2033/research/an-ambition-to-deliver
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5 Federation’s vision

While the Federation argues that grant must 
remain a feature of delivering affordable 
housing, cross-subsidy will increasingly be a 
feature of generating capacity. For example, 
profits from market sales accounted for 
25% of sector surpluses in 2013.

Many other areas make a major 
contribution to the sector’s financial health, 
e.g. downward pressure on finance costs 
due to competition from a broader and 
deeper range of investment funds, and the 
ongoing focus by associations on delivering 
year-on-year efficiencies from operations. 

Financial commentators talk about a 
‘wall of money’ available, and there 
is no doubt that social housing is well 
positioned to secure a bigger share of 
investment funds. But it would be a big 
mistake to access and apply that financial 
headroom given existing deeply flawed 
housing policies and practices. 

The Federation is mindful of the need for a 
strategy that addresses the broken housing 
system. That means we need a raft of 

telling interventions on development, land, 
planning, sustainability, health and so on. 
We are talking to the political parties as 
they develop their manifestos. For example, 
we are advancing radical proposals for:
• A Public Land Agency 
• A National Housing and Infrastructure 

Bank and 
• Regulatory freedoms for housing 

associations to make a bigger 
contribution.

Irrespective of what reforms are made to 
the housing system, housing associations 
are not sitting on their hands waiting 
to be asked by government to step up. 
Resources and capabilities are being 
harnessed now, and finance professionals 
are at the heart of that effort. The sector is 
gearing up to play a major role in meeting 
this once in a generation challenge.

For more information contact Kevin Williamson,  
Head of Policy, 020 7067 1087, 
kevin.williamson@housing.org.uk
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Consultation on social housing rents

The Government have now issued the final 
policy for ‘Rents for Social Housing from 
2015/16’, following the consultation that 

closed in December 2013. They published a 
summary of the consultation responses, along 
with a ‘Direction on the Rent Standard 2014’. 

A 10-year rent policy was announced, with 
annual increases of Consumer Price Index (CPI) 
+ 1%, compared to the current policy of Retail 
Price Index (RPI) + 0.5%, from April 2015. It was 
also confirmed that the provision for housing 
associations to increase rents by an additional £2 
per week to help achieve convergence with target 
rents will be abolished.

A long-term settlement with annual rent rises 
above inflation will give housing associations the 
confidence and resources they need to plan for 
future development. It will also give lenders and 
investors the certainty they need to continue to 
provide the finance for new homes.

However, we are disappointed Government 
are going ahead with the proposal to end rent 
convergence despite strong objections from 
the Federation and many others. Housing 
associations with historically low rents will have 
very limited provision to increase their rents to 
move towards target rent. This will constrain 
the ability of some to continue to develop and 
invest in communities and neighbourhoods and 
for others the impact could be more severe, 
meaning they will have to significantly revise 
their business plans and ambitions to protect 
their ongoing viability.

On Tuesday 27 May the Homes and Communities 
Agency (HCA) issued their ‘Consultation on 
Changes to the Regulatory Framework’. 

This consultation will run until 19 August 2014 and 
includes the ‘Rent Standard Guidance’ setting out 
how housing associations are expected to comply 
with the new social housing rent policy. Waivers 
may be issued in limited circumstances, which 
may include housing associations being able 
to increase rents by more than CPI +1% to help 
achieve target rent. 

We welcome the acknowledgement that the HCA 
will consider waivers where ending convergence 
prevents commitments to tenants being met, 
as well as due to issues with ongoing financial 
viability, but our concerns remain that requests 
for waivers will only be considered when all other 
possibilities have been explored.

The protracted delay in issuing the final rent policy 
and the associated Rent Standard Guidance, subject 
to a 12-week consultation, has made it very difficult 
for housing associations to plan for the future, 
particularly if they need to revise business plans 
and ambitions in light of the final policy and any 
subsequent waivers. Given this delay we have urged 
Government and the HCA to delay implementation 
of the new rent policy until April 2016. This would 
mean rent convergence continuing for an additional 
year, giving the HCA and associations time to 
properly consider, and plan for, the impact of 
ending convergence before it is brought in. 

A full briefing on the new social housing rent 
settlement is available on our website.

For more information, contact Catherine Ryder, 
Head of Policy, 020 7067 1096,  
catherine.ryder@housing.org.uk

https://www.gov.uk/government/consultations/rents-for-social-housing-from-2015-to-2016
https://www.gov.uk/government/publications/direction-on-the-rent-standard-2014
https://www.gov.uk/government/consultations/changes-to-the-regulatory-framework
https://www.gov.uk/government/consultations/changes-to-the-regulatory-framework
http://www.housing.org.uk/publications/browse/social-housing-rent-settlement-from-2015-16/
http://www.housing.org.uk/publications/browse/social-housing-rent-settlement-from-2015-16/
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For more information, please contact Charlie 
Blagbrough, Policy Assistant at Charlie.blagbrough@
housing.org.uk or on 020 7067 1076.

The Lyons Housing Review

The Lyons Housing Review was 
launched subsequent to the Labour 
Party Conference in September 

2013. It is due to report in September 
2014, in the run-up to party conference 
season, with a policy roadmap for 
increasing house building to 200,000 
homes a year in England by 2020. David 
Orr (Chief Executive of the Federation) is 
a member of the expert panel providing 
advice on developing the roadmap.

The remit for the review was arranged 
under five main themes: the land 
market; investment in housing and 
infrastructure; the role of new towns 
and garden cities; a new ‘right to grow’; 
and, sharing the benefits of development 
with communities. The call for evidence, 
which closed in February, received almost 
250 submissions including a number 
from housing associations. Read the 
Federation’s own submission.

In April the Federation was involved 
in organising a number of housing 
roundtables with members and other 
stakeholders designed to explore issues 
around investment in affordable housing 
and scaling up the professionally-
managed market rented sector. We 
also hosted a successful roundtable 
on building effective local partnerships 
between housing associations, local 
authorities and the private sector.

More recently, Sir Michael Lyons spoke 
at the Federation’s 2014 Affordable Home 
Ownership Conference. Sir Michael 
stressed the vital importance of securing 
a pipeline of development land and that 

the review will therefore recommend 
measures to speed up public land release. 
Sir Michael also acknowledged proposals 
to streamline public investment and to 
allow housing associations to have greater 
rent flexibility, alternatives to affordable 
rent and increased grant subsidy. Measures 
which would unlock housing association 
balance sheets are also being considered, 
as is the need to channel subsidy from 
housing benefit into building new homes. 
Finally Sir Michael spoke about the need for 
shared ownership to play a bigger part in 
the housing mix. The presentation slides 
are available on our website.

The review is also considering 
recommendations around the wider 
housing market, including:
• A transparent land registry 
• Establishing Urban Development 

Corporations to lead on a new 
generation of urban extensions

• Measures to provide local authorities 
with more borrowing headroom within 
the Housing Revenue Account cap

• Measures for landowners to invest land 
as equity in a joint venture at existing 
use value and to share in the proceeds 
of development upon completion

The review team is currently in the 
process of testing these proposals and 
recommendations and is beginning to 
draft the report chapters. 

6 Investment

http://bit.ly/1hDWrLW
http://bit.ly/1hDWrLW
http://bit.ly/1pAbDK8
http://bit.ly/1pAbDK8
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Mark Davie from M&G explains their launch into the housing association club bond 
market, joining The Housing Finance Corporation (THFC) and GB Social Housing.

M&G’s club bond

Treasury
7

For further information please contact 
Mark Davie, Head of Social Housing at M&G 
Investments at mark.davie@mandg.co.uk or  
020 7548 2583, or go to www.MandG.co.uk.

The tide is beginning to turn for smaller 
housing associations, as they are now 
beginning to access long-term financing, for 

the first time, by way of a consortium or club bond. 
This was seen recently in Wales with an initiative 
led by the Welsh Government to help finance new 
house building for Welsh housing associations. 

More deals of this nature are being done these 
days without bank finance or aggregators, such 
as the THFC or GB Social Housing. 

The withdrawal of the banks from the long-term 
lending markets has had a dramatic impact on 
how smaller housing associations finance their 
operations. Aside from the aggregators, these 
associations have very little choice outside banks 
as, for institutional investors, such as M&G, the 
standard minimum size for a bi-lateral agreement 
is normally in the region of £10m. 

The £156m club bond deal in Wales involving 17 
housing associations, was in essence 17 bi-lateral 
agreements. They were all fundamentally identical, 
with competitive interest cover and asset cover 
covenants, but allowed for individual flexibility around 
tenor, capital repayment holiday, amortisation and 
interest type mix to suit each housing association. The 
amounts borrowed via the Welsh club bond ranged 
from £1.5m to £30m, with an average size of £9m. 

Simplicity is the key to club bonds. Unlike the old 
mixed housing association bonds of the 1900s 

and 2000s, where the issuer raised funds on the 
public market and then lent the proceeds on to the 
participants, club bonds are simply a series of bi-
lateral private placements with common terms.

Timing of delivery for financing is now back in the 
hands of the borrower – there is no need to wait for 
an aggregator to accumulate a critical mass before 
issuing a bond and then distributing the proceeds 
to all involved. 

Flexibility is at the heart of a club bond. Although a 
single lawyer establishes the funding agreement, 
each of the associations can use their usual lawyer 
for collateral, and needless to say, the costs are very 
efficient for a transaction of this kind.

There is now an impressive array of options 
available to housing associations, including public 
corporate bonds, loans, private bonds, sale and 
leaseback property transactions, and now club 
bonds, which have the potential to be a critical 
funding tool for smaller housing associations.

It just requires a few like-minded and motivated 
housing associations to “club” together, in order to 
access a meaningful amount of long-term financing. 



19 Summer 2014

7 Treasury

In recent years there has been a growing 
demand from retail investors for bonds 
which pay a fixed income, can be held in 

a tax-efficient way and offer the flexibility 
to buy and sell the bonds before maturity. 
There’s also evidence that many investors 
want to invest in organisations that create 
social benefit. 

Since its launch in 2010, London Stock 
Exchange’s Order book for Retail Bonds 
has helped corporate issuers to tap into 
this new source of funding with issue sizes 
ranging between £20m and £300m. Among 
these are Places for People who have 
raised £180m through two bond issues and 
A2Dominion who raised £150m last year.

Now a new bond issuing platform has been 
created to enable charitable organisations 
to raise smaller amounts through the retail 
bond market at affordable transaction costs.

Retail Charity Bonds is an initiative of 
Allia, a charitable community benefit 

society, and has been established in 
association with Canaccord Genuity 
Limited. The platform has been designed 
to open up a new dimension of borrowing 
and is less onerous to bank debt for 
established charitable organisations, as 
well as the opportunity to attract a new 
audience of retail investors.

The bonds are issued by a special purpose 
vehicle, Retail Charity Bonds plc, with the 
proceeds lent to a specific charity under a 
loan agreement. The payments of interest 
and principal under the loan will fund the 
payments to bondholders. The loans will 
generally be for between five and ten years 
and issued on an unsecured basis. The rate 
of interest will depend upon, among other 
things, market conditions and will be set at 
an appropriate market rate.

Phil Caroe from Allia on a new retail charity bond, also a bond 
club platform developed jointly with Canaccord Genuity Limited.

Retail Charity Bonds

This is a financial promotion made by Allia Bond Services Limited and approved by Canaccord Genuity Limited solely for the purposes of section 21(2)
(b) of the FSMA. Canaccord Genuity Limited (No. 01774003) whose registered office is 88 Wood Street, London EC2V 7QR is authorised and regulated by 
the UK Financial Services Authority (Firm Ref Number 182011). Canaccord Genuity Limited do not provide legal, tax, accounting or investment advice in 
relation to the bonds and are not responsible for any advice you may receive from any third party.

For further information please contact Phil Caroe at  
Allia at phil.caroe@allia.org.uk or 0845 456 2431, or go 
to www.retailcharitybonds.co.uk.
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The current process of securitising 
housing association property for loan 
collateral purposes is plagued with 

inefficiencies that:
• Have a significant negative impact on 

the value obtained for the properties
• Increase legal and other costs payable 

by housing associations 
• Extend the time it takes to complete 

the process. 

These inefficiencies stem partly from the 
myriad of variations in the Certificates of 
Title which vary according to the lender 
involved and the solicitors instructed but 
more so from the problems arising from 
section 106 agreements. A streamlined 
and consistent securitisation process 
would reduce the timescale required for 
charging and generate cost-efficiencies 
for housing associations.

Many funders request a labour intensive 
form of Certificate of Title, including 
separate disclosure schedules for 
each property/scheme. However, a 
standardised Certificate of Title with all 
‘general disclosures’ included in one 
schedule would generate significant 
time and cost savings. It will benefit both 
housing associations and funders by 
encouraging a ‘best practice’ approach 
for the sector. A precedent has been set in 
this respect by the commercial property 
sector, which operates a comparable 
system in the form of the City of London 
certificate that all funders accept.

The second defect in the securitisation 
process relates to:
• the unresponsive nature of local 

authorities in relation to the compliance 
of section 106 obligations, as well as 

• their refusal to negotiate on mortgagee 
exclusion clauses – among other 
things, a moratorium period, and 
incorrectly drafted clauses. 

The resulting outcome is that the value 
of entire property portfolios is either 
restricted to Existing Use Value for 
Social Housing (EUV-SH) or the lender 
rejects the schemes for collateral. EUV-
SH is typically 60% plus lower than 
market-based valuations which would be 
the norm. This is crucial for the sector, 
because as a result of significantly 
reduced grant rates, there is the risk that 
the sector will exhaust its unencumbered 
security.

The Federation is working with Clarke 
Wilmott solicitors, specialists from the 
housing associations’ Treasury Managers 
Group, funders, local authorities and other 
interested parties to:
• create a standardised housing 

association Certificate of Title
• introduce ‘best practice’ that will 

enable section 106 agreements to be 
negotiated or varied in a way that will 
ensure all parties’ strategic objectives 
can be accommodated and have a 
positive and consistent impact on the 
securitisation process.

The success of this project will be 
crucial in enabling housing associations 
to secure the funds needed to build the 
homes to end the housing crisis. We 
will provide updates on the project as 
matters progress.

Standardised securitisation of social 
housing property

For more information, contact Sam Wotton, Policy Officer 
at sam.wotton@housing.org.uk or on 020 7067 1092.
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The Federation’s contact is Gemma Halliday, 
Conference Organiser, 020 7067 1069 or  
gemma.halliday@housing.org.uk.

Some of the headlines from the 
sector’s vision (see section 5 of this 
update) are that by 2033 housing 

associations will build 120,000 new homes 
per annum, house one in every fifth 
person and quintuple the turnover of the 
sector to £70bn per annum. Achieving 
such an ambition would transform 
lives and would go some way to end the 
housing crisis. But with significantly 
reduced government capital grant, the 
challenge for the sector will be how to 
finance three times as many homes with a 
third the security.

This year’s Treasury Management 
Conference will bring together experts in 
the sector who will ask whether this can 
be achieved and challenge how it will be 
delivered. Presenters will examine key 
issues including: 
• The sector’s existing capacity and how 

we can push the boundaries
• The valuation of social housing and 

unlocking capacity 
• The implications of FRS 102 on financial 

instruments and whether associations 
will jettison cancellable swaps

• Accessing NHS land
• The Government guarantee scheme

• Retail Charity Bonds
• New sources of income from non-social 

housing lettings and
• The impact of the new regulatory 

regime and the view of a rating agency

Bookings are open
Places are limited and so we are giving you 
the opportunity to book early, so you will 
get priority booking and your guaranteed 
preferred session choices when the 
brochure is released in early July.

To book your place at the event, go to 
www.housing.org.uk/events and use 
priority code TM114FQU or call 020 7067 
1066 for further information.

Follow @natfedevents #NHFTreasury to 
keep up with event announcements.

Sponsored by:

The National Housing Federation’s Treasury Management Conference 2014 
will take place on Wednesday 8 October 2014 at 30 Euston Square, London. 

Treasury Management Conference 2014
Financing treble the homes with one third capacity

https://twitter.com/natfedevents
https://twitter.com/search?q=%23NHFTreasury&src=typd
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Update on increase in 
housing association 
loan costs
In the Summer 2013 edition of the 
Update we alerted you to the fact that the 
Prudential Regulation Authority (PRA), 
the regulatory body for banks proposed 
to increase the amount of capital banks 
need to hold against certain loans and 
that this in turn could increase banks 
cost of funds. Our concern was that this 
might impact significantly on housing 
associations’ borrowing costs.
 
In September 2013, the PRA published 
Supervisory Statement 1/13 which 
consolidates existing banking regulation 
issued by the Financial Services Authority 
(FSA) up to 31 December 2013:
 
Paragraph 1.1 of the Statement declared 
that ‘the PRA recognises the social 

and economic role played by housing 
associations in providing affordable 
housing for communities across the 
United Kingdom. Accordingly, the PRA 
intends to undertake thorough analysis 
of the costs and benefits of measures to 
address prudential concerns about Loss 
Given Defaults (LGDs) for social housing 
portfolios’.
 
This was most recently reported in the 
Autumn/Winter 2013 Update and we had 
anticipated that the analysis might have 
been completed by Autumn 2014. The 
Federation has since spoken to Hywel 
Dawes, Risk Consultant at the PRA, and 
he explained that there are no further 
updates on the expected outcome of the 
work. The anticipated completion date has 
now been pushed back to the end of 2014, 
however, we do not expect any changes to 
PRA regulations before 2015.
 

7 Treasury

http://s3-eu-west-1.amazonaws.com/pub.housing.org.uk/Finance_Policy_Quarterly_Update_Summer_2013.pdf
http://www.bankofengland.co.uk/pra/Documents/publications/ss/2013/ss113.pdf
http://s3-eu-west-1.amazonaws.com/pub.housing.org.uk/fpqu_autumn_winter_2013.pdf
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Welfare 
reform

8

For more information contact Pippa Bell, Policy 
Officer, 020 7067 1174, pippa.bell@housing.org.uk.

Universal Credit update

Universal Credit is expanding to more locations 
and more claimants over the summer. The 
expansion to further areas in the North West 

started in June. This is in addition to the exiting ten 
live sites – Tameside, Wigan, Oldham, Warrington, 
Hammersmith, Rugby, Inverness, Bath, Harrogate 
and Shotton.

To date, Universal Credit has only been available 
to a limited claimant group (single, no dependents, 
no existing benefit claims). Couples are also now 
able to make a new claim (currently this only 
applies in the live service areas outside the North 
West). Universal Credit is expected to expand to 
include new claims from people with children in 
the autumn. 

Since the introduction of Universal Credit, the 
Federation and our members have been in regular 
contact with DWP, collecting evidence of housing 
associations’ experiences and running regular 
forums to provide feedback on operational issues. 
As a result of our close working relationship, DWP 
recently confirmed some practical improvements 
to the Universal Credit live service. These 
improvements include:
• A new specialist housing team within the 

Universal Credit service centre
• Improved communications between housing 

associations and the service centre, including a 
dedicated phone line and email address, 

• A standard form for requesting an Alternative 
Payment Arrangement (payment to landlord) 
where claimants go into arrears. 

The Federation welcomes these developments 
and will be monitoring their use and impact on 
ensuring landlords’ income is safeguarded.

Welfare reform impact 
assessment

The latest report from the Federation’s welfare 
reform impact assessment was published in 
May. Based on interviews with 1,000 tenants, 

the report shows how tenants’ finances have been 
impacted by the changes.
• Two thirds (67%) of tenants affected by the 

bedroom tax are currently finding it difficult to 
afford to pay their rent, compared to less than a 
third (31%) of non-affected tenants.

• Tenants affected by the bedroom tax are nearly 
four times (46%) as likely to say that they have 
needed to borrow money to help pay the rent 
since 1 April 2013 as before 1 April 2013 (12%). 

• Tenants who are affected by the size criteria 
are considerably more likely than non-affected 
tenants to say that they are concerned (either 
very or fairly) with:
- falling behind with the rent (76% vs 46%) 
-  having enough income to cover all living costs 

and bills (89% vs 74%)
- being evicted from their home (70% vs 53%).

It also shows that many tenants aren’t ready for 
Universal Credit:
• More than two-thirds (70%) of affected tenants 

usually plan their budget over a very short time 
period. Of these, two in three (68%) say they 
would not be confident of planning their budget 
on a monthly basis.

• Among those affected by the bedroom tax, two 
in five (40%) say they do not have access to the 
internet. Around half (51%) of affected tenants 
with access to the internet say they would not be 
confident completing an application online. 

• Overall, a majority (92%) of tenants say they 
would prefer their Housing Benefit to be paid 
directly to their landlord. 
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Taxation
9

Our new tax advisers Deloitte highlight some potential VAT 
savings for housing associations.

Save money on temporary staff costs

Many housing associations rely on 
temporary workers to manage 
short-term demands or business 

changes. In some cases there will be 
a long-term reliance on the use of 
temporary staff, typically where housing 
associations provide care and support 
services. But this flexibility and reliance 
comes at a cost – and one that bears VAT 
at 20%. However, the VAT treatment of 
temporary workers is being challenged 
both in the UK and EU, giving rise to the 
prospect of VAT refunds for the past and 
reduced costs going forwards.

Deloitte, the Federation’s tax adviser, 
is leading a case which is expected to 
be heard in the UK courts in Autumn 
2014. The case is seeking to extend the 
principles already established in earlier 
litigation by Reed Employment, where 
the Courts found that the staff supplied 
by Reed should largely be treated as 
VAT-free. The case is being supported 
by a number of professional bodies, 
including the Federation, Charity Tax 
Group and British Universities Finance 
Directors Group.

In the interim, the German Courts have 
also referred a case to Europe, effectively 
asking whether the supply of temporary 
workers in the care sector should be 

exempt from VAT. As care and support 
is traditionally the largest consumer of 
temporary staff in housing associations, 
the savings could be significant. 

Both of these cases may take some time 
to conclude, and, therefore, housing 
associations should review their level 
of spend on temporary staff with a view 
to asking suppliers to submit protective 
claims to HM Revenue & Customs. This 
will maximise the refunds available, 
should it be found that VAT has been 
overcharged. Recent reviews have 
indicated that spend on temporary staff is 
often higher than expected. For example, 
one housing association, with just two 
preferred suppliers, had made payments 
to 63 different agencies in the previous 
four years.

Given there is likely to be continued 
uncertainty in this area for some time, 
where spend is significant, there are other 
options available to housing associations 
to restructure the procurement of 
temporary staff with a view to reducing 
the overall VAT cost, irrespective of the 
outcome of these cases. 

For further information on temporary 
staff please contact the Federation’s 
tax advisers. See page 26 for details.
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Supporting People – new 
local authority approach 
to VAT treatment? 

A number of housing associations 
continue to receive supporting 
people funding under contracts with 

local authorities for services provided 
to tenants. These services have typically 
been exempt from VAT. 

Over the last few years both the scope of 
service and funding levels have contracted 
and this has in some cases also led to 
a review of the VAT treatment of the 
services. In some cases this has required 
housing associations to issue VAT invoices 
to local authorities, which in many cases 
have been paid.

Following discussions at a recent CIPFA 
VAT committee, it is likely that going 
forward local authorities will require sight 
of a HMRC ruling regarding the liability of 
the service before accepting VAT invoices. 

Limited Liability 
Partnerships – 
corporate members

The Department of Business, 
Innovation and Skills is currently 
receiving responses on a number 

of proposed changes with the aim 
of reducing the potential for abuse 
of company structures by reducing 
corporate opacity. The discussion paper 
is titled Department for Business, 
Innovation & Skills impact assessment for 
Transparency & Trust: Company directors 
and opacity of corporate control.
 
The discussion paper has included 
suggestions that the changes would seek to 
prohibit corporate directors of companies, 
but with certain exemptions. Perhaps 
more importantly for housing associations, 
the detail extends this to Limited Liability 
Partnerships (LLPs) which are often used 
by housing associations as vehicles when 
working with third parties on joint ventures. 
This extension would also prohibit LLPs 
from having corporate members, other 
than in specific circumstances.
 
There is limited further detail available 
at this time, however we will be making 
representations to the Department of 
Business, Innovation and Skills in the 
coming weeks and it is expected that 
further consideration will be had over 
the summer. A number of interested 
parties, such as the Chartered Institute 
of Taxation, have made representations 
to the Department on this issue, noting 
the fact that there are many cases where 
companies are partners in LLPs, such 
as in real estate joint ventures, fund 
management and private equity.
 
As mentioned, further updates are expected 
over the summer when we expect that the 
Department will clarify their position and 
the scope of the exemptions that may apply.
 
The original discussion document can be 
found here. 

https://www.gov.uk/government/consultations/company-ownership-transparency-and-trust-discussion-paper
https://www.gov.uk/government/consultations/company-ownership-transparency-and-trust-discussion-paper
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Salary sacrifice – HMRC 
reviewing compliance

A recent decision in a case at the 
Upper Tribunal involving the 
recruitment company, Reed 

Employment, has highlighted HMRC’s 
increasing focus on the compliance 
aspects of salary sacrifice arrangements. 
The Reed case concerned a travel and 
subsistence arrangement but the general 
principles highlighted apply to all salary 
sacrifice arrangements.  

Members should note that it is important 
to ensure that employees taking part 
in salary sacrifice arrangements which 
may be typically used for benefits such 
as childcare vouchers, bikes for work 
or pensions contributions, have been 
provided with sufficient communication 
on how the arrangement works, that 
qualifying conditions attached to any 
benefits provided have been satisfied and 
that the sacrifice itself is effective.

Further advice should be sought where 
you have implemented a salary sacrifice 
arrangement.

Upcoming PAYE deadlines 
• 19 July 2014 (22 July for electronic 

payments) – Deadline for payment of 
Class 1A NIC on benefits in kind for 
2013/14 tax year

• 31 July/31 August 2014 – Deadline 
typically set by HMRC for submission of 
calculations of tax and NIC in respect of 
PAYE Settlement Agreements (PSA) for 
2013/14. The deadline will be specified 
by the HMRC office issuing your PSA 
and is not a statutory deadline.

• 19 October 2014 (22 October for 
electronic payments) – Deadline for 
payment of tax and NIC on PSA for 
2013/14.

The Federation’s free 
tax helpline

The Federation provides a free multi-
tax helpline service for queries that 
take less than half an hour to resolve. 

If you have a question, please contact the 
Federation’s tax advisers at Deloitte:
• London and Midlands –  

Parul Anand 0121 695 5527
• South East and South West – 

Ben Powell 0118 322 2815
• North East and North West – 

Rowena Clifton 0121 455 6424

Or you can email  
taxadvisory@deloitte.co.uk.

The Federation and Deloitte are currently 
engaging with members to review the tax 
service offering – further information will 
be available in the next Update.

For more information contact John Butler, Finance Policy 
Officer, 020 7067 1177, john.butler@housing.org.uk.
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Our pensions advisers KPMG outline a new consultation on 
governance in the Local Government Pension Scheme (LGPS) and 
the impending SHPS triennial valuation on 30 September 2014.

Improved governance for the Local 
Government Pension Scheme 

Pensions 
10

Those involved with the LGPS are 
being asked to consider the Draft 
Regulations on the governance 

of the new 2014 Scheme. Following on 
from Lord Hutton’s Independent Public 
Service Pension Commission which 
recommended stronger governance of 
all public schemes, the Government 
is proposing to ‘raise the standard of 
management and administration of 
public service pension schemes and to 
achieve more effective representation of 
employer and employee interests in that 
process’. So what is being proposed?
 
Firstly there will be a National Scheme 
Advisory Board, specifically to advise the 
Secretary of State on ‘the desirability 
of changes to the Scheme’. This 
might for example, involve changes 
to the regulations, or the funding 
of the schemes. Secondly there is a 
requirement for local authorities to 
establish local pension boards ‘to assist 
administering authorities in securing 
compliance with the Act (2013 Public 
Service Pensions Act) and in ensuring 
the effective and efficient governance 
and administration of the Scheme’. 
 

Administering authorities already have 
pension committees and the regulations 
allow (with the permission of the Secretary 
of State) for these committees to be 
merged with the new pension boards. 
However, the terms of reference of the new 
pension board may well be very different 
(for example the new boards will need 
to ensure equal numbers of employer 
and employee representatives) and the 
fundamental question being asked of 
authorities is ‘one pension board or two?’ 

Should authorities favour a combined 
board the consultation is offering two 
versions for consideration; essentially 
Option 1 is proposing that boards 
should be established as if they were a 
committee under section 101 of the Local 
Government Act 1972, following existing 
provisions (which are arguably already 
understood but perhaps not completely 
appropriate to the roles of the new pension 
board); Option 2 offers administering 
authorities much greater discretion 
in establishing the rules applicable 
to local boards, such as voting rights, 
establishment of sub-committees etc. This 
flexibility will doubtless involve more work, 
but could result in better outcomes. 
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The consultation also asks some additional 
questions about meeting the costs of the 
Scheme Advisory Board, compliance with 
equality legislation and the requirement 
to hold AGMs and employer forums. Lastly 
the consultation discusses the possibility 
of combined pension boards for those 
authorities that share their administrative 
services. Whilst the logic of this argument 
is recognised, the draft regulations favour 
a simpler rule of ‘one authority (scheme), 
one pension board’. 
 
Administering authorities now have to act 
very quickly to get these new governance 
arrangements in place. What does 
this mean for you? It gives you (either 
as an organisation or as a sector) the 
opportunity to have local representation, 
something that may not previously have 
been possible. The immediate next 
step is to consider responding to the 
consultation by 15 August 2014 and/or 
contacting your LGPS fund to see how 
they are planning to respond.

Read the consultation on the 
Government’s website.

Looking ahead to the 
SHPS September 2014 
valuation 

After having received and 
digested the results of the 
2013 LGPS valuation, the next 

pensions milestone for the sector is 
the SHPS valuation: a snapshot of 
the scheme’s financial status will be 
taken at 30 September 2014. The SHPS 
actuarial review as at 2013 reported 
an improvement in funding position to 
70% from 65% in 2012, but an overall 
increase in the deficit to £1.151bn (from 
£1.035bn in 2011). Whilst investment 
returns have continued to improve since 
the last valuation in 2011 and higher 
deficit contributions have started to 
have a positive effect more recently, the 
size of the deficit remains a concern 
for employers. Looking ahead to the 
imminent valuation, you might expect to 
see a further increase in deficit recovery 
contributions. It might be necessary to 
enter into a consultation exercise with 
employees to bear some of the increase 
in costs. 
 
More and more employers are entering 
into discussions about ongoing pension 
provision and the trade-off between the 
conflicting parameters of cost and risk 
versus employee engagement. In addition 
the ongoing cost of pension provision 
should support and not hinder commercial 
plans. This is leading employers to review 
their current pension provision with SHPS 
and analyse the potential options to reduce 
costs and risks. 

 

If you would like more information please contact 
Octavia Williams at Octavia.williams@housing.org.uk 
or on 020 7067 1089.

http://www.gov.uk/government/consultations/the-local-government-pension-scheme-amendment-regulations-2014-draft-regulations-on-scheme-governance
http://www.gov.uk/government/consultations/the-local-government-pension-scheme-amendment-regulations-2014-draft-regulations-on-scheme-governance
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1
Seminars and 
Conferences

11
National events
SERVICE CHARGES CONFERENCE
Wednesday 3 September 2014, American 
Square Conference Centre, London
The Federation contact is Emma 
Harrison, Conference Manager,  
emma.harrison@housing.org.uk

SORP ROADSHOWS
• Monday 22 September 2014, America 

Square Conference Centre, London
• Wednesday 24 September 2014, 

The Royal York Hotel, York
• Wednesday 1 October 2014,  

Thistle Exeter City Centre,  
The Rougemont, Exeter

• Tuesday 7 October 2014,  
Hyatt Regency, Birmingham

• Thursday 9 October 2014, 
Cumberland Hotel, London

• Wednesday 15 October 2014, 
Museum of Science and Industry 
(MOSI), Manchester

The Federation contact is Emma 
Harrison, Conference Manager,  
emma.harrison@housing.org.uk

ANNUAL CONFERENCE AND SOCIAL 
HOUSING EXHIBITION 2014
Wednesday 17 - Friday 19 September 2014
The Federation contact is Chris Bancroft, 
Head of Conferences,
chris.bancroft@housing.org.uk

TREASURY CONFERENCE
Wednesday 8 October 2014,  
30 Euston Square, London
The Federation contact is Gemma 
Halliday, Conference Organiser,  
gemma.halliday@housing.org.uk

DEMYSTIFYING FINANCE ROADSHOWS
• Tuesday 14 October 2014,  

Renaissance Manchester City Centre 
Hotel, Manchester

• Tuesday 21 October 2014,  
Grand Connaught Rooms, London

• Thursday 23 October 2014, Novotel 
Birmingham Centre Hotel, Birmingham

The Federation contact is Lucy McCrindle, 
Conference Organiser, Lucy.McCrindle@
housing.org.uk

AUDIT COMMITTEES CONFERENCE
Wednesday 3 December 2014, 
Birmingham Repertory Theatre
The Federation contact is Emma 
Harrison, Conference Manager,  
emma.harrison@housing.org.uk

RISK MANAGEMENT CONFERENCE
Thursday 15 January 2015, Birmingham 
Repertory Theatre
The Federation contact is Emma 
Harrison, Conference Manager,  
emma.harrison@housing.org.uk

HOUSING ASSOCIATION NATIONAL 
ACCOUNTANCY AWARDS (HANAAS)
Tuesday 17 March 2015, venue TBC
The Federation contact is Emma 
Harrison, Conference Manager,  
emma.harrison@housing.org.uk 

HOUSING FINANCE CONFERENCE 
AND EXHIBITION
Wednesday 18 and Thursday 19 March 
2015, University of Warwick, Coventry
The Federation contact is Emma 
Harrison, Conference Manager,  
emma.harrison@housing.org.uk
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Regional finance forums
LONDON FINANCE FORUM
Thursday 4 September 2014
For further details contact Phil Newsam 
on pnewsam@hexagon.org.uk

NORTH WEST FINANCE FORUM
Thursday 11 September 2014
For further details contact Wendy Taylor 
on wendy.taylor@housing.org.uk

EAST OF ENGLAND FINANCE FORUM
Friday 12 September 2014
For further details contact Chris Wyer on 
chriswyer@orwell-housing.co.uk

EAST MIDLANDS FINANCE FORUM
Tuesday 23 September 2014
For further details contact Rob Griffiths on 
robert.griffiths@longhurst-group.org.uk

NORTH EAST FINANCE FORUM
Tuesday 23 September 2014
For further details contact Andrew 
Malcolm on andrew.malcolm@
fabrickgroup.co.uk

LONDON FINANCE FORUM
Thursday 18 November 2014
For further details contact Phil Newsam 
on pnewsam@hexagon.org.uk

SOUTH EAST FINANCE FORUM
Friday 28 November 2014
For further details contact Leah Jackson 
on leah.jackson@housing.org.uk

NORTH EAST FINANCE FORUM
Wednesday 3 December 2014
For further details contact Andrew 
Malcolm on andrew.malcolm@
fabrickgroup.co.uk

NORTH WEST FINANCE FORUM
Thursday 4 December 2014
For further details contact Wendy Taylor 
on wendy.taylor@housing.org.uk





The National Housing Federation is the voice of 
affordable housing in England. We believe that 
everyone should have the home they need at a price 
they can afford. That’s why we represent the work of 
housing associations and campaign for better housing. 

Our members provide two and a half million homes 
for more than five million people. And each year they 
invest in a diverse range of neighbourhood projects 
that help create strong, vibrant communities.

National Housing Federation
Lion Court
25 Procter Street
London WC1V 6NY

Tel: 020 7067 1010
Email: info@housing.org.uk
Website: www.housing.org.uk

Find us or
follow us on:

mailto:info@housing.org.uk
www.housing.org.uk
https://twitter.com/natfednews
http://www.linkedin.com/company/national-housing-federation
https://www.facebook.com/nationalhousingfederation

