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Financial Reporting Standard 
102 – Recent Changes

In December 2017, after completing its first triennial 
review of FRS 102, the Financial Reporting Council 
(FRC) published a package of amendments to the 
Standard that is now becoming familiar to us. Most 
of the changes are editorial in nature but there 
are some significant amendments that will impact 
general pupose financial statements, but less likely 
to significantly affect RSL accounts.

Intangible assets
Fewer intangible assets are required to be separated, 
and therefore valued, from goodwill in a business 
combination.

Investment property
Investment property rented to another group 
entity may be measured by reference to cost less 
depreciation and impairment, rather than fair value. 
A choice of accounting policy is therefore available 
now.

Financial instruments
The FRC has expanded the circumstances in 
which a financial instrument may be measured at 
amortised cost, rather than fair value, by introducing 

a description of a basic financial instrument to 
support the detailed conditions for classification as 
basic already in the standard. Making this change 
will result in a relatively small number of financial 
instruments, which breach the detailed conditions 
for classification as basic, now being considered to 
be basic and measured at amortised
cost.

Definition of a financial institution
The Amendments simplify the definition of a financial 
institution to remove references to ‘generate wealth’ 
and ‘manage risk’. As a result, fewer entities 
should meet the definition of a financial institution. 
Stockbrokers have also been removed from the 
definition of a financial institution.

Distributions to a charitable parent
Amendments are also made to provide relief from the 
requirement to recognise tax payable when a trading 
subsidiary expects to make a distribution of a gift aid 
payment to its charitable parent after the end of an 
accounting period.  

In addition to implementing the changes noted 
above the FRC confirmed the changes made to the 
measurement of loans given by directors to small 
entities. These changes mean that small entities no 
longer need to estimate a market rate of interest in 
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order to measure loans from a director who is also a 
shareholder.

The effective date for most of the amendments 
to FRS 102 is for accounting periods beginning 
on or after 1 January 2019, with early application 
permitted, provided all amendments are applied 
at the same time. The only exceptions to this are 
the amendments relating to directors’ loans and 
the tax effects of gift aid payments, for which early 
application is permitted separately.

SHAPS

The triennial actuarial valuation of the Scottish 
Housing Associations’ Pension Scheme (SHAPS) 
at 30 September 2015 revealed an improvement in 
the deficit level from £304m to £198m, prompting 
a change to the deficit recovery plan with effect 
from 1 April 2017. The recovery plan period and 
date is brought forward from 30 September 2027 
to 31 October 2026 but, crucially, the bulk of the 
contributions are due in the period to 28 February 
2022. From an accounting point of view this 
means that the net present value of deficit funding 
contributions is significantly reduced and 2016/17 
financial statements included some hefty credits to 
the Income Statement.

Some RSLs are seeking to avoid these triennial re-
measurement adjustments to annual income by 
considering moving away from the current multi-
employer exemption accounting, to accounting for 
the scheme by bringing their share of the overall 
scheme deficit onto the balance sheet. 

The Housing SORP Working Party is reviewing 
whether ‘DB accounting’ (setting out assets and 
liabilities for each employer in the Scheme rather 
than the present value of the deficit contributions) 
could be estimated to a sufficient level of detail, 
and is working to agree a method and obtain audit 
assurance on the method and output. Once an audit 
assured method is approved, The Pensions Trust 
will assess how this information is best provided 
and what any employer costs will be before issuing 
further guidance to employers. 

On the basis that no announcment has yet been 
made, there will be no change to current accounting 
practice required for March 2018 year ends, therefore 
the existing approach of including the present 
value of agreed future deficit contributions remains 
appropriate. It is expected that an announcement 
will be made in the first part of 2018 and changes 
will be effective for financial years ending on or after 
31 March 2019.
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While the RSL sector has become adept at 
anticipating change, assessing the risks and planning 
accordingly, working out what Brexit will mean, and 
how it might impact the ongoing operation of RSLs 
in Scotland is still uncertain and therefore difficult to 
assess and plan for. There is still a long way to go 
in terms of negotiation with the EU and clarity about 
whether there will be a “soft” Brexit whereby there 
could still be free movement of people, for example, 
or “hard” Brexit whereby our social, commercial and 
economic environment could change much more 
fundamentally.

This does not mean however that RSLs can ignore 
the fact that the UK will exit the EU, or that Scotland 
could potentially have a different relationship with 
Europe to that of the rest of the UK.

One area of particular concern relates to the fact that 
many migrant workers currently work in the care and 
construction industries and if a “hard” Brexit affected 
the availability and supply of this labour it could have 
a significant effect in staffing both of these areas. 
Increased labour and supply costs could result in 
care services and housing development becoming 
unaffordable at a time when the Governent has 
pledged to increase them.

It is therefore important that RSLs remain aware 

of the progress of Brexit negotiations and how the 
outcomes may affect them and the sector in general.

Brexit
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The General Data Protection 
Regulation (GDPR)

Are you ready for the upcoming changes in data 
protection legislation? From 25 May 2018, all 
organisations will have to comply with the GDPR, an 
EU Regulation which will replace the current UK Data 
Protection Act (DPA) 1998 and will apply in all EU 
member states, including the UK and despite Brexit.

Who does the GDPR apply to?
The GDPR applies to “controllers”, who say how and 
why personal data is processed, and “processors”, 
who act on the controller’s behalf. The definitions are 
broadly the same as under the DPA, so if you are 
currently subject to the DPA, it is likely you will be 
subject to the GDPR. 

What information does GDPR apply to?
Like the DPA, the GDPR applies to all personal data 
held and processed wholly or party by automated 
means, including hard copy data. However the 
definition of personal data has been expanded to 
include people’s IP addresses and on-line identifiers.

What will change?
While the GDPR has the same principles as the DPA it 

introduces additional requirements and compliance 
is backed by heavy financial penalties. The 
Regulation aims to strengthen the rules protecting 
data privacy and the use of “personal data”, defined 
as any information held electronically or on paper, 
such as name, location data, or online identifiers that 
can identify a person directly or indirectly.

One of the aims is to make entities more accountable 
for their data practices and make it easier for people 
to find out what information is held about them, and 
what that information is used for. Amongst other 
things people will have the right to know when their 
data has been hacked and people will have a right to 
be forgotten which will require companies to delete 
personal data when asked to.

What does this mean for RSLs?
All RSLs hold and process personal, and at times 
sensitive, information about tenants and staff in 
paper and/ or electronic format. You may also share 
information about tenants with appropriate third 
parties. In every case it is the RSL’s responsibility to 
protect that data. Where there are breaches of data 
protection requirements, the fines are heavy and set 
to increase with GDPR.

If your RSL already has good data protection 
processes and procedures in place there will still 
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be a considerable amount of work to be done, with 
related budgetary, IT, communication, training and 
governance implications, to ensure compliance 
with GDPR. However, some entities will need to 
completely readdress how they collect, hold and 
use data. The Information Commissioner’s Office has 
produced a useful guide: “Preparing for the General 
Data Protection Regulation (GDPR) 12 steps to take 
now” which is available in the ICO website.
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Recent Publications

The Energy Efficient Standard for Social 
Housing (EESSH)  
The revised EESSH Technical Guidance, published in 
December 2017, reflects the Scottish Government’s 
updated guidance and provides clarification for 
landlords on innovative technologies. It also clarifies 
that EESSH will replace element 35 of the Scottish 
Housing Quality Standard (SHQS), so from 1 January 
2021 Landlords will no longer need to demonstrate 
compliance with SHQS element 35. The revised 
guidance also adds three further categories of 
anticipated exemptions: new technology, long term 
voids and unable to secure funding. The SHR has 
also published a sample of the revised EESSH data 
template that each landlord will be asked to complete 
and submit by 31 May 2018.

Annual Risk Assessment 2017
In November 2017, the Scottish Housing Regulator 
published the areas of risk it will focus on in its 
annual risk assessment. The Regulator’s one 
statutory objective is to protect the interests of 
tenants, homeless people and other service users 
and the annual risk assessment is the principal way 
in which the Regulator identifies risk to this objective 
and plans its regulatory engagement with social 

landlords. As a result the Regulator will continue to 
focus on the risks to good service and stock quality 
for tenants of all social landlords and for RSLs it will 
also examine the risks for financial wellbeing and 
good governance. The Regulator has also noted that 
it will focus on how RSLs support local authorities by 
providing homes for homeless people.

Self-assessing against Regulatory 
Standards: A thematic inquiry
In August the Regulator published a report looking 
at how RSLs self-assess against Regulatory 
Standards. The report found that self-assessing 
against Regulatory Standards of governance and 
financial management helps landlords improve their 
governance. The report found that many landlords 
are equipped to meet the Standards, but few 
regularly and comprehensively assess themselves 
against them. The report therefore sets out principles 
to help landlords self-assess effectively. These 
include having an approach that is comprehensive, 
evidence-based, inclusive and regular. It also shares 
positive practice from a range of RSLs. 

Scottish Housing
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The Treasury Management Recommended Practice 
for Social Housing Sector, a set of guidelines 
developed by the Chartered Institute of Public 
Finance & Accountancy (CIPFA), provides a 
recommended practice framework on the strategies 
and transactions that an RSL is expected to adopt 
and implement to manage its investments, cash 
flows, banking, money market transactions, capital 
markets transactions and the risk associated with 
those activities.

This code was last updated in 2011 and, since that 
time, the public service delivery landscape has 
changed significantly creating the need for changes 
to the code.

Over the last seven years Scotland and the rest of 
the UK has seen a significant reduction in public 
spending coupled with an increased need for 
housing. These factors, combined with a the transfer 
of decision-making powers from central to devolved 
governments, including the Scottish Parliament, has 
created a perfect storm for RSLs.

With councils racking up a mounting level of debt 
– the most recent figures from March 2016 show 
outstanding borrowing of £88bn and investments of 
£32bn across all UK local authorities – CIPFA aims 
to put an end to what are now out of date financial 

practices. Given the importance of local authority 
investments, which represented an important 
income stream generating over £1 billion in 2016/17, 
the updated Treasury Management code will likely 
focus on ensuring the public has confidence in 
the governance surrounding these investment and 
borrowing decisions.

The revised code was published in December 2017 
and flags a number of issues about the existing 
Treasury Management framework, including a 
recognition that it is complicated and requires a 
good knowledge of financial reporting from RSLs. 
RSLs will need to ensure they implement a Treasury 
Management procedure that is compliant with 
the increased scope of the new CIPFA code. This 
updating process will need to include all investments 
which are held, primarily for financial returns and not 
just those which are formally classed as ‘Treasury 
investments.’ This would now include subsidiaries 
held for financial return. RSLs must also update 
risk management procedures to prevent fraud or 
financial mismanagement and ensure they have a 
regular procedural reporting system in place.

CIPFA 
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Apprenticeship Levy

From April 2017, all UK employers with an annual 
salary bill of more than £3 million began to pay an 
apprenticeship levy and the money raised is being 
used to fund apprenticeships across the UK.

Employers affected pay 0.5% of their annual pay bill, 
less an allowance of £15,000, to HMRC though the 
PAYE process alongside income tax and national 
insurance. For example, an employer with an annual 
pay bill of £4 million will pay a levy of £5,000.

 + Levy sum: £5,000,000 * 0.5% = £20,000
 + Less levy allowance: £20,000 - £15,000 = £5,000

The pay bill is the total amount of employees’ earnings 
that are subject to Class 1 NIC, including wages, 
bonuses, commissions, and pension contributions.

As apprenticeships are a devolved policy and 
Scotland manages its own apprenticeship 
programme, HM Treasury allocate funding to the 
Scottish Government through the block grant. The 
Scottish Government held a consultation regarding 
the best use of the levy in Scotland and has stated 
that it will use the funding levy to expand the Modern 
Apprenticeship programme, increase the number 

of Graduate Level and Foundation Apprenticeship’s 
during 2017 – 18 and continuing with its “Developing 
the Young Workforce” programme. In addition, the 
Scottish Government has announced plans to 
establish a new £10 million Workforce Development 
Fund to help employers upskill their workforce. 

Further information can be found at the 
Apprenticeships.Scot website.
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Cloud-based accounting

We continue to see a big increase in the demand for 
cloud-based accounting software which connects 
people with their accounting information anytime, 
anywhere, on any device. In simple terms, instead of 
using software hosted on your servers, cloud based 
accounting packages can be logged into via the 
internet.  

Chiene + Tait have Silver Partner Status with Xero 
and our specialist Xero team has assisted many 
clients migrate onto Xero accounting software. Xero 
offer a 30-day free trial which allows you to register 
and take a look for yourself.  Our team are available 
to answer any questions you may have, just e-mail 
xero@chiene.co.uk to get in touch.  Our Silver Partner 
status allows us to share some great discounts on 
the cost of your subscription.

Information technology
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Contact us

Audit, assurance and regulatory matters

Tax VAT

Business support, Payroll and IT

Jeremy Chittleburgh
Senior Partner
jeremy.chittleburgh@chiene.co.uk

Fiona Fleming
Senior Audit Manager
fiona.fleming@chiene.co.uk

Donna Morris
Tax Director
donna.morris@chiene.co.uk

Iain Masterton
VAT Director
iain.masterton@chiene.co.uk

Carol Flockhart
Business Support Partner
carol.flockhart@chiene.co.uk

Pensions and investments
Our Independent Financial Advisors, 
Chiene + Tait Financial Planning Limit-
ed would be pleased to have an initial 
conversation to discuss your specific 
requirements. Please contact either 
Gordon Birrell or Mark Dobson at:
gordon.birrell@chiene.co.uk
mark.dobson@chiene.co.uk

61 Dublin Street, Edinburgh EH3 6NL

0131 558 5800

charities@chiene.co.uk
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Understanding your needs, delivering with integrity


