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Introduction
Welcome to the latest Beever and Struthers’ review of social 

housing. We discuss the accounts and annual reports of the 

largest 100 Housing Association’s (‘Top 100’) published in the 

2019/20 reporting season. 

Our review begins with an analysis of the principal sector risks 

reported, including the impact from Covid-19 and Brexit.  

As always, we also discuss a number of topical issues including 

governance, sector borrowings and property sales along with 

some interesting disclosures. It concludes with a summary of 

emerging issues for both England and Wales.

Key themes running through this year’s reporting, and looking 

ahead, include the Covid-19 pandemic and environmental  

impact.

We’ve chosen not to include Value for Money further to the 

Regulator’s proportionate approach adopted through the 

Covid-19 pandemic.
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Principal Sector Risks
As expected, and similar to the recent Regulator of Social Housing’s (RSH) 

Sector Risk Profile, the key risks reported in the 2020 accounts within  

the Top 100 aren’t too dissimilar from 2019. The most commonly identified 

risk is that of economic downturn impacting on financial performance or 

viability due to the precarious economic environment at 31 March 2020 and 

Covid-19. 

Covid-19 Pandemic Impact
Unsurprisingly, Covid-19 became a new entrant in the principal sector  

risks and the impact of this and the economic uncertainty prevalent at  

31 March 2020 is also seen in additional disclosures around viability and 

going concern within the Top 100. In the 2021 financial statements we 

expect to see much wider coverage of Covid-19 in the narrative within 

Strategic Reports.

Consequences of Brexit
Reporting on the uncertainties surrounding Brexit was overshadowed by 

the impact of Covid-19, with a significant minority of the Top 100 making no 

reference to Brexit at all and it was not considered to have any significant 

impact on going concern. Many still expect the change in relationship with 

the EU to have considerable implications for the housing sector, as well as 

the wider economy in 2021 and beyond.

The Changing Shape of 
Borrowings
The Top 20 housing associations reported a further 11% increase in total 

borrowing facilities of £51bn compared to £46bn in 2019. 80% of the Top 

20 associations’ drawn debt is at fixed rates compared to 78% in 2019. 

There was still strong demand for bond issues and the sector experienced 

the lowest rate in 2020, with an ESG certified bond issued at an all-in rate 

of 1.88%.

EXECUTIVE SUMMARY
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EXECUTIVE SUMMARY

Significance of Property 
Sales
Property sales continue to be significant with total turnover of £4.4bn, 

a slight decrease from £4.5bn in 2019. The related surpluses increased 

to £1.3bn from £1.2bn, accounting for 36% of the total surplus before tax 

reported by the Top 100.

The Cost of Taxation
The average rate of corporation tax paid by the Top 100 remains at 1%. The 

top 25 made over £300m of gift aid payments, therefore saving corporation 

tax of over £57m. However, significant tax costs are still suffered in varying 

forms and if more of the Top 100 disclosed such details, the Government 

may appreciate the total contribution of the sector.

Governance Compliance
Over 90% of housing associations adopt the 2015 NHF Code of Governance, 

with the remainder (all of which are Public Interest Entities) choosing to 

adopt the UK Corporate Governance Code 2018.

Those housing associations that had experienced regrades for non-

compliance with the Governance and Viability Standards disclosed  

this in the narrative section of their financial statements.

The new NHF Code of Governance, published in November 2020,  

is remarkably different to previous iterations, and includes an expectation 

that plans specifically cover the decarbonisation agenda, the environment 

and social sustainability.

Improving the Narrative
Many of the Top 100 have developed narrative reporting to provide a clear 

link to their strategic objectives and priorities, as well as their performance 

and plans involving tenants through case studies.

Large companies are now required to include S172 Statements and 

considering the Financial Reporting Council’s recent feedback, these  

can be improved. 
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26 housing associations in the Top 100 included detailed statements 

about the environmental impact including Streamlined Energy and Carbon 

Reporting (SECR) and a number included reference to their commitment 

and plans to embrace the new Sustainability Standards for the sector. 

Three included some detail on their performance to date.

We expect many more housing associations to be reporting more detail on 

their environmental and social impact, and their governance performance 

(ESG) in the future.

Reporting on the Audit
All of the Top 100 received unmodified audit opinions, 10% of which 

included an emphasis of matter and 20% included other matters, including 

the effects of Covid-19 and Brexit. All audit reports concluded that the 

going concern basis was appropriate and 27% of the Top 100 are Public 

Interest Entities with an average of 2.7 key audit matters reported.

Interesting Disclosures
•  Business combinations – The sector continues to experience a streamlining 

of Group structures and in 2020 there were four instances of merger 

accounting and seven transfers of engagement.

•  Defined Benefit Pension Schemes - The total liability reported fell from 

£2.779bn in 2019 to £1.882bn in 2020, driven by equity market falls amid 

concerns over Covid-19 as well as falling corporate bond yields.

•  Impairment - 41 housing associations booked an impairment charge 

with the total impairment loss amounting to £76m, a significant increase 

compared to £20m reported in 2019 (28 housing associations). 

•  Prior Period Adjustments were noted in 16 of the Top 100 housing 

associations. 

•  Non-regulated Activities continue to be a significant area for housing 

associations. There are good examples of segmental reporting and 

disclosures of cross guarantees, debts between group entities and 

financial support made across group members, especially where there  

are loss making subsidiaries.

EXECUTIVE SUMMARY
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EXECUTIVE SUMMARY

Emerging Issues
Several important themes exist as we look ahead, which will ultimately mean 

expectations will continue to evolve, and housing associations must ensure 

they continue to adapt to changing Government policy and operating 

environment.
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What risks were reported? 
As expected, and similar to the recent Regulator of Social Housing’s (RSH) 

Sector Risk Profile, the key risks reported in the 2020 accounts aren’t too 

dissimilar to those reports in 2019, with Covid-19 and investment in existing 

homes being the new entrants to the Top 10.

Top 10 Principal Risks in order of frequency of occurrence in the Top 100:

2020 2019 

1

Financial viability risks arising 

from economic shock including 

sales risks and treasury/financing 

risks. (2019= 3) UP

Building safety compliance.

2
Government policy and legislation 

including Welfare Reform. 

(2019=2) NON-MOVER

 Government policy and legislation 

including Welfare Reform. 

3
Building safety compliance. 

(2019=1) DOWN

Financial viability risks arising 

from economic shock including 

sales risks and treasury/financing 

risks.

4 Covid-19. NEW ENTRY
Data security and cyber-related 

risks. 

5

Customer service- including 

hearing customer voice and 

delivering service improvements. 

(2019=6) UP

Failure to deliver development 

programme including risks 

relating to Joint Ventures. 

6
 Data security and cyber-related. 

risks. (2019=4) DOWN

Customer service - including 

hearing customer voice and 

delivering service improvements. 

7

Failure to deliver development 

programme including risks 

relating to Joint Ventures. 

(2019=5) DOWN

Data quality and governance. 

8
 Staff recruitment, retention, and 

succession.  

(2019=8) NON-MOVER

Staff recruitment, retention, and 

succession.

9
Data quality and governance. 

(2019=7) DOWN
Brexit.

10
 Investment in existing homes. 

NEW ENTRY 
Pensions. 

PRINCIPAL SECTOR RISKS



10

PRINCIPAL SECTOR RISKS

The most identified risk in the 2020 financial statements of the Top 100 was 

that of economic downturn impacting on financial performance or viability. 

The risk was expressed in various different ways, and generally referred to 

the precarious economic environment at 31 March 2020 plus the resulting 

uncertainty in the early days of the Covid-19 pandemic. The sector had 

no way of knowing that Government support schemes would continue 

throughout 2020/21, and the full impact of any economic downturn may 

well be pushed into 2021/22 - so we expect this risk to remain high in  

the rankings for the medium term. 

The risk relating to property health and safety fell from number 1 to  

number 3 in the table of most identified risks in 2020, reflecting the 

significant amount of work that housing associations have carried out 

during that period to further mitigate these risks. 

Notably there were two “new entries” in the Top 10 in the 2020 financial 

statements:

•  Covid-19 (4th most identified risk), reflecting the lockdown that began  

in the final days of the 2019/20 accounting period; and

•  Investment in existing homes (10th most identified risk), this being a  

clear reflection of the increased focus on the importance of the tenant 

voice as the Grenfell Inquiry continued apace. One might expect this  

risk to rise further up the league table in the 2020/21 financial statements  

as the implications of the Social Housing White Paper become widely  

felt across the sector.

How were risks presented?
All housing associations in the Top 100 attempted to articulate their 

organisation’s “principal risks and uncertainties”, with varying degrees  

of detail. The most common approach adopted was to list these in a  

series of bullet points or in a table. 

Longhurst Group included details of its risk appetite, roles and 

responsibilities and a heat map to visualise its Risk Management which 

clearly identified inherent risk along with residual risk after mitigation 

measures taken by the Group, as follows: 
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Reproduced from source: Longhurst Group

PIONEERING

New ventures 

Development and 

Sales

Longhurst Group Risk Appetite
AVERSE

Health and Safety 

Regulatory 

compliance and 

adherence to 

legislation

MINIMAL

Financial viability 

(Business Plan)

Housing Services 

Care and Support 

CAUTIOUS

People and Talent 

 Financial viability 

(Treasury)

OPEN

Partnerships

Averse

Minimalist

Pioneering

Open

Cautious

Risk appetite
As a not-for-profit business, we must clearly act in ways which 

minimise the risk of serious financial or other failures; decisions taken 

consider the requirement of our regulator that social housing assets 

should not be placed at undue risk, as these are long-term assets for  

the benefit of society.

The Group is also required by government to operate in a competitive 

environment, to use substantial amounts of private finance and to comply 

with many complex areas of law. Since we cannot operate in a ‘risk free’ 

environment we must devise methods and strategies for managing risk.

PRINCIPAL SECTOR RISKS
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PRINCIPAL SECTOR RISKS

Roles and responsibilities

GROUP BOARD •  Approves Risk Management Policy and 

Framework

• Sets the Group’s risk appetite

• Oversees the risk management process

•  Receives regular reports and minutes from  

the Audit and Risk Committee

AUDIT AND RISK 

COMMITTEES

•  Reviews strategic risks and controls assurances 

at each meeting

•  Monitors, assesses and reviews risk 

management and internal control systems

•  Reviews internal audit reports and 

recommendation progress

•  Assesses whether the Group’s risk profile  

fits with its risk appetite

•  Reports its findings and recommendations  

to the Group Board

OTHER GROUP 

BOARDS AND 

COMMITTEES

•  Review key risks within their remit

•  Review key control assurances over the three 

lines of defence

•  Receive internal audit reports covering their 

areas of responsibility

EXECUTIVE

TEAM

•  Reviews strategic risks and assurances

•  Strategic risks are owned at Executive Director 

level

•  Horizon scan in the context of the operating 

environment, regulation and Government policy

•  Receive all internal audit reports

DIRECTORS’

GROUP

•  Reviews operational risk registers

•  Operational risks owned at Director level  

•   Review risk management operating 

environment and assurance adequacy

•  Receive all internal audit reports

Business Assurance Group, and other forums across the Group consider 

risk, and their work is reflected in the risk management system which is  

in turn reflected in the risk registers and control environment.

Reproduced from source: Longhurst Group
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Strategic risks – heat map
Our 18 strategic risks are plotted on the heat map below, with the inherent 

risk rating and the rating after the mitigation measures taken by the Group.

A  Care and Support business not delivering results and 

services (CQC Standards) in line with BP

B  To comply with relevant legislation and regulators’ 

requirements

C  Not having effective Board governance, leadership, 

decision making, and receiving assured and correct 

KPIs

D  Failure to have effective fiscal management leading to 

a risk of loan covenants and liquidity requirements not 

being adhered to

E  Risks from contracts, legal requirements, commitments 

entered in to, supplier failure or withdrawal of service

F  Not ensuring pension costs and deficits adequately 

provided for in the BP

G  Failure to deliver financial performance in line with BP 

and investor expectations – impact on our core credit 

rating

H  Asset management not meeting the required 

standards and associated issues

I  Not retaining and recruiting key staff and failure to have 

succession plans

J  Significant health and safety incident (gas, electrical, 

fire, legionella, asbestos)

K  Failure to deliver development programme, sales and 

JVs L Potential of fraud to adversely impact on group 

activities M Not securing of finance at competitive 

rates

N  Government policy changes which impact on our  

BP goals and reputation

O  Not having the ICT capacity to meet internal growth 

and change aspirations and external threats eg cyber-

attacks

P  Failure to successfully implement a new integrated  

ICT system based on Microsoft Dynamics platform

Q  Failure to ensure the Group’s services and finances 

remain robust under any Brexit scenario

R  Covid-19 virus pandemic, its impact on group 

customers, collegues, services and finances

G

C

G

B

I E

F

I

J

O K

P R

O

P

K

R

J

N

N

L

L
C

M
H

E

D

M

B

A

H

Q

D

A F
Q

Catastrophic

Major

Serious

Moderate

Minor

Insignificant

Remote Unlikely Possible Likely Highly Likely Almost Certain

Reproduced from source: Longhurst Group

PRINCIPAL SECTOR RISKS

x xInherent risk Residual risk Principal riskx

Risks before and after mitigation
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PRINCIPAL SECTOR RISKS

Looking ahead
Whilst the focus for the sector recently has been the impact of the 

Covid-19 pandemic, several important themes exist as we look ahead. 

These will ultimately mean expectations will continue to evolve, and 

housing associations must ensure they continue to adapt to a changing 

policy and operating environment. These themes are as a result of 

Government policies and legislation, including:

• The Social Housing White Paper.

• The Building Safety Bill 2020.

• The Planning White Paper. 

• Affordable Homes Programme 2021-2026. 

• Shared ownership model.

• Accessible Housing consultation.

• Climate change and achieving net zero carbon by 2050.

Further detail is included in our consideration of emerging issues on pages 

92 to 108
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As mentioned in ‘Principal Sector Risks’, Covid-19 became a new entrant in 

the Top 10 sector risks of the Top 100 housing associations. The impact of 

this, and the economic uncertainty prevalent at 31 March 2020, is also seen 

in financial statement disclosures around viability and going concern.

At the 31 March 2020 year end, the full extent of the Covid-19 pandemic 

was only just beginning to emerge and the impact of the pandemic control 

measures on the economy, our daily lives, including working practices, and 

indeed how long it would last, were not known. The inaugural lockdown 

commenced on 16 March 2020. As this was so close to the year end, there 

was a minimal impact on the financial performance reported in the year to 

31 March 2020. 

The furlough scheme was in its infancy, and accrued income in respect of 

the associated Coronavirus Job Retention Scheme was of a trivial nature 

across the Top 100 housing associations which can be inferred from a lack 

of such balances disclosed in the financial statements.

Reporting on the pandemic within the financial statements was primarily 

disclosure based within the narrative in the Strategic Report. Typically, this 

reporting was limited to a risk disclosed in the ‘Key Risks and Uncertainties’ 

section of the report, and a tailored Going Concern disclosure (Strategic 

Report and Accounting Policy). 

Reporting on Covid-19 in the ‘Key Risks and Uncertainties’ section followed 

one of two approaches: an independent Covid-19 pandemic risk, as in the 

following example from Notting Hill Genesis, or the impact of Covid-19 was 

reflected in each applicable existing risk.

Key risks and uncertainties
The Covid-19 pandemic is an unprecedented global emergency which 

Nottinghill Genesis (NHG) will be affected by. We continue to monitor 

developments closely, and adapt our working practices as required.  

The key risks and uncertainties under Board review are as follows:

Risk Comments Mitigation

Covid-19 

pandemic

The risk profile of NHG, similar to other 

social housing developers, has changed 

materially following the pandemic. Covid-19 

has been identified as NHG’s highest risk, due 

to the potential impact across all business 

streams, and its interconnectivity to other 

key business risks faced by NHG, particularly 

sales and liquidity.

NHG has enacted Business Continuity Plans, and 

established a Covid-19 response group (CRG). The CRG 

is closely monitoring and responding to the evolving 

situation, as well as considering government guidance, to 

ensure the safety and wellbeing of our residents and staff, 

while still delivering our core services.

The Group has substantial liquidity and monitors its 

position continuously.

Reproduced from source: Nottinghill Genesis

COVID-19 PANDEMIC IMPACT
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The RSH’s Sector Risk Profile published in November 2020 recognises that 

the sector has coped well, as evidenced by the most recent Coronavirus 

Operational Response Survey: Coronavirus Operational Response Survey 

reports - GOV.UK (www.gov.uk)

Looking ahead
In the 2021 financial statements we expect to see much wider coverage 

of Covid-19 in the narrative within Strategic Reports. Charitable housing 

associations should apply the guidance issued by the Charity SORP 

working party, ensuring that Covid-19 is discussed under each of the 

statutory reporting headings.

What was the impact on 
viability and going concern
Boards are responsible for assessing whether a company is a going 

concern and whether any material uncertainties to going concern exist. 

Going concern assessments have become significantly more difficult for  

all businesses and their auditors, given the uncertainties about the impact  

of Covid-19 on the economy. 

On 26 March 2020, the Financial Reporting Council (FRC) published 

guidance for companies preparing financial statements and a bulletin for 

auditors covering factors to be taken into account when carrying out audits 

during the current Covid-19 crisis. The impact of the application of these 

two guidance documents is clear to see in Going Concern disclosures in  

the 31 March 2020 financial statements of the Top 100 associations. 

The going concern disclosures moved away from the traditional boiler plate 

statements and were instead more granular and tailored to the circumstances 

of the particular organisation and explained details of the considerations in 

reaching the conclusion on going concern. Typically, these included:

•  Reference to revision of the Business Plan and associated stress testing. 

•  Stress testing on timing and market values of outright and shared 

ownership sales.

•  Availability of undrawn loan facilities to support cashflow interruptions. 

For example, from increased rent arrears or delayed or reduced values for 

property sales.

•  Likely impact of Covid-19 on the underlying business as assessed at the 

date of approving the accounts.

COVID-19 PANDEMIC IMPACT

https://www.gov.uk/government/publications/coronavirus-operational-response-survey-reports
http://Coronavirus Operational Response Survey reports - GOV.UK (www.gov.uk)
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In reflecting on the likely impact of Covid-19 on the underlying business, 

the prevalent conclusion was that any impact was assumed to be a matter 

of timing rather than permanent change, which is demonstrated by 

Nottingham Community Housing Association as follows:

Going Concern
The Group’s financial statements have been prepared on a going concern 

basis which assumes an ability to continue operating for the foreseeable 

future. We consider it appropriate to continue to prepare the financial 

statements on a going concern basis.

The Covid-19 crisis prompted a review of the carrying values of each 

category of asset and short term creditors as development, sales and 

maintenance were all slightly delayed.

The development shut down lasted six weeks followed by a gradual return  

to work under the new site guidance. The sales delay lasted six weeks 

during which pent up demand built up. Maintenance delays are being 

managed in line with the latest government guidance. We anticipate an 

increase during the crisis in bad debts but otherwise anticipate the main 

effects to the finances to be delays rather than permanent changes to the 

long-term bottom line. This investigation concluded overall no impairment 

trigger had been reached and there was no effect on going concern.

Source: Nottingham community Housing Association

Looking ahead
The granular and tailored nature of the going concern policies seen in 2020 

is the new standard which should apply to these disclosures going forward.

COVID-19 PANDEMIC IMPACT
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Key Points
Reporting on the uncertainties 

surrounding Brexit was 

overshadowed by the impact 

of Covid-19, with a significant 

minority of the Top 100 making  

no reference to Brexit at all.

For those who did mention Brexit, 

the presentation of the likely risks 

and uncertainties was broadly 

consistent, albeit in some cases it 

highlighted potential positives as 

well as negatives.

Many housing associations 

reflected that the stress testing 

undertaken in anticipation of 

Brexit meant they were better 

prepared to consider the 

financial impact of the  

Covid-19 pandemic.

Brexit dominated the political landscape for the majority of the 2019/20 

financial year. However, by the 31 March 2020 it had been somewhat 

overshadowed by the emergence of Covid-19. This is reflected in the 

2019/20 financial statements with 18 of the Top 100 making no reference 

to Brexit. Where Brexit did feature, it was largely confined to Strategic 

Reports, as might be expected, with only 12 housing associations referring  

to Brexit elsewhere in their financial statements.  

At the time of the publication of the 2019/20 financial statements there 

was considerable uncertainty surrounding Brexit with the possibility of a 

no-deal Brexit still firmly on the table. This is echoed by the narrative in 

the Strategic Reports with a significant number of housing associations 

reporting that due to the uncertainty, no provision for the impact of Brexit 

had been incorporated into long term financial plans. Instead, the approach 

in the sector has been to consider future financial implications by stress 

testing these plans in respect of likely Brexit conditions.

Many housing associations noted that the stress testing undertaken 

in anticipation of Brexit meant they were better prepared to consider 

the financial impact of Covid-19. Westward Housing Group Limited 

suggested that Brexit and Covid-19 would have opposing effects on the 

economy thus reducing the overall risk as follows:

In terms of inflation risks, Covid-19 has a deflationary impact whilst a  

no-deal Brexit scenario is predicted to ramp up inflation. In the event of  

a worst case Brexit, it is therefore likely that the actual deflationary impact  

of lockdown will hedge this impact, at least to a significant degree.

Additionally, the record low interest rates following lockdown are also 

a polar opposite to the high rates used in the Bank of England’s worst-

case Brexit scenario. In the event of a no-deal Brexit coinciding with the 

economic impact of lockdown, the macroeconomic positions for inflation 

and interest rates appear to have both downward and upwards competing 

pressures that may mitigate a significant level of risk.

Source: Westward Housing Group Limited

CONSEQUENCES OF BREXIT
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Where was Brexit 
referenced?
The most common reference to Brexit was within ‘Principal Risks and 

Uncertainties’ disclosure with 62 housing associations mentioning Brexit in 

this section of the Board report. 

Some housing associations, such as LiveWest, as illustrated below, chose 

to include Brexit as a separate risk whereas others elected to interweave 

throughout the section considering the potential impact of Brexit on 

other specific strategic and operational risks.

Brexit 
The timing of Brexit has required our board to carefully consider how we 

could best minimise our exposure. We have shown our ability to continue to 

offer excellent services, long-term viability and high employee engagement 

throughout these challenging times.

Until the withdrawal agreement was passed by Parliament and the start 

of the Brexit transition period, we faced uncertainties over the nature and 

timing of the UK’s departure from the European Union (EU). Throughout 

the year the Executive team reviewed the evolving situation, providing the 

board with quarterly updates on our approach.

Assisted by our risk management consultants, we reviewed the impact 

of different Brexit scenarios and opted to prepare for a no-deal Brexit in 

October 2019, including:

• any impact on LiveWest EU colleagues

• unavailability of parts and components

• delays in the supply chain

• unavailability of fuel

We were able to implement critical controls to mitigate against the 

materialisation of these threats and provide the board with assurance that  

we would be able to provide continuity of service to our customers.

Other risks were considered, such as the impact of the economy on our 

ability to secure financing, on the housing market and the impact on the 

workforce in the construction sector.

CONSEQUENCES OF BREXIT
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We worked closely with our main suppliers to gain assurance that they 

would be able to continue the supply of key parts and components. We 

also put in place protocols to secure fuel supply and prioritise distribution 

by service.

We continue to monitor the situation and will increase our preparations as 

the trade deal negotiations take place and we evaluate the possible impact 

on us and our customers.

Source: LiveWest

Irrespective of presentation, the risks associated with Brexit were largely 

consistent amongst housing associations with the main areas of concern 

involving:

•  Supply chain disruption leading to issues with availability and cost of 

building components.

•  Labour shortages particularly in the construction and care sectors. 

•  Adverse impact on the housing market and property values affecting 

market sales.

•  Restrictions in the ability to obtain new financing due to a decline in 

property values reducing capacity for security.

•  Interruptions in the operation of the money markets. 

•  Reduction in tenants’ ability to pay their rent.

•  Increased pension fund deficits due to reduced investment returns.

In addition to the more common risks noted above, we also identified the 

following more specific risk entries within the Top 100:

Other specific Brexit risks included in the Top 100

Risk to future occupancy levels of student accommodation, given the 

potential impact on the amount of EU research funding available and thus 

the number of European students attending UK universities.

Changing the tenure mix in development schemes away from market 

sales to reduce exposure to an adverse impact on the housing market.

Some housing associations noted they had already experienced the 

negative impact of Brexit including reference to lower than anticipated 

property sale proceeds due to the general slowdown of the housing 

market, influenced by Brexit uncertainty.

CONSEQUENCES OF BREXIT
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However, despite the risks, Futures Housing Group Limited also observed 

that a recession could increase the demand for social housing and a 

handful of housing associations reported that after assessing the individual 

risks faced as a result of Brexit, they had concluded that none of those risks 

would have a significant impact.

Seven housing associations who referred to Brexit outside of the Board 

report did so under the going concern heading within accounting policies, 

reporting that they had considered the anticipated impact of Brexit based 

on known information at the time, and acknowledging the unprecedented 

levels of uncertainty. All seven concluded that despite the risks of Brexit 

there was a reasonable expectation that they had adequate resources to 

continue in operational existence for the foreseeable future, and accordingly 

had adopted the going concern basis in the financial statements.

Sanctuary Housing and The Wrekin Housing Group also included 

consideration of the uncertainty surrounding Brexit in the accounting 

policies section of their financial statements but chose to highlight this 

under a separate heading rather than incorporating within the going 

concern disclosure.

Other areas where Brexit was mentioned in the notes to the financial 

statements included:

•  Aspire Housing Limited reported that Brexit risks are not expected to 

have a long-term effect on asset carrying values and therefore was not 

considered to be a trigger for a full impairment review.

•  Paragon Asra Housing Limited included Brexit within its financial 

instruments note under the liquidity risk heading, reporting cash balances 

sufficient to cover a period of potential disruption from Brexit and more 

latterly from Covid-19.

•  Halton Housing has investment properties and reported the significant 

assumptions used in valuing the properties at the year end, which 

included “rental growth is a predication based upon leading research (i.e., 

Savills). North West predictions for the residential investment market are 

for a stable growth rate with a cautious outlook beyond due to factors of 

Brexit and regulation changes.”

CONSEQUENCES OF BREXIT
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Looking ahead 
Subsequent to the publication of the 2019/20 financial statements of the 

Top 100 and after more than four years of political discord, economic 

uncertainty and newspaper headlines, the UK exited the European Union 

Customs Union and European Single Market on 31 December 2020 with 

agreement on the post-Brexit trading arrangements between the UK and 

the EU reached on 24 December 2020, just a week prior to the end of the 

transition period. The agreement is expected to minimise the disruption of 

a no-deal Brexit. However, many still expect the change in relationship to 

have considerable implications for the housing sector as well as the wider 

economy in 2021 and beyond. 

CONSEQUENCES OF BREXIT
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At 31 March 2020 the Top 20 housing associations had total reported 

borrowing facilities of £51.1bn (2019: £45.9bn) of which 19.5% (2019: 17.9%) 

was undrawn.

The maturity profile of debt indicated that the immediate refinancing 

risk of the sector remained low. Long-term debt continues to account 

for the majority of the Top 20 association’s borrowings, with 79% of debt 

being due for repayment in more than five years (2019: 84%). The debt 

repayment profile shows limited refinancing risk to March 2021, with £1.0bn 

(2019: £1.2bn) of debt reported to be due for repayment within 12 months.

The sector’s exposure to interest rate fluctuations is mitigated through 

the use of fixed interest rates, either directly or as a result of interest-rate 

swaps which convert variable to fixed rates. £32.9bn (79.9%) of the Top 

20 association’s drawn debt is fixed (2019: £29.2bn, 77.6% of drawn debt). 

The use of long-term fixes, through bonds, fixed rate bank debt or interest 

rate swaps continues to provide the sector with a degree of certainty on 

forecasting the costs of borrowing.

The total amount of long-term debt of the Top 20 associations is circa 

£41.1bn (2019: £36.6bn) of which 78.5% (2019: 86.8%) is repayable more 

than 5 years from the year end and 2.5% (2019: 3.1%) is repayable within 

one year. The majority of total borrowings of the Top 100 remains through 

bank loans and mortgages, albeit with an increasing level of funding raised 

through the capital markets.

16 associations (2019: 15) have net debt exceeding £1bn as follows:

2020 2019

£m £m

London & Quadrant 5,371 4,822

Clarion Housing Group 4,362 4,083

Notting Hill Genesis 3,350 3,321

Places for People Group 2,831 2,595

Sanctuary Housing 2,801 2,642

Peabody Trust 2,611 2,067

Sovereign Housing 1,935 1,754

Thames Valley Housing Association 1,830 1,702

A2Dominion 1,683 1,523

Orbit 1,375 1,300

Hyde Housing 1,374 1,501

Guinness Partnership 1,354 1,250

Optivo 1,348 1,194

Home Group Limited 1,147 1,135

Platform Housing Group 1,076 1,009

Bromford 1,043 959

Key Points
Reported borrowing facilities for 

the Top 20 housing associations 

have risen by 11.3% in 2020 to 

£51.1bn.

 16 of the largest associations have 

net debt exceeding £1bn.

THE CHANGING SHAPE OF BORROWING
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Looking ahead 
Beyond the year end, a number of the largest associations entered into 

agreement with the Bank of England to access funding under their Covid 

Corporate Finance Facility. Most did not anticipate having to draw upon this 

facility but saw it as a prudent additional line of credit for the next 12 months. 

It will be interesting to see the impact on future interest rates and facilities 

from lenders who are now committed to Environmental, Social and 

Governance (ESG) linked funding for the sector, with several Top 100 housing 

associations being early adopters of the Sustainability Reporting Standard 

for Social Housing.

Bonds and Capital Markets 
debt
There was still strong demand through the year from investors for housing 

association bond issues. The sector remained a desirable place for 

institutional investors to put their long-term cash to use, as associations 

are strong regulated credits, backed by real assets and stable cash flows 

with implied Government support, and are generally accepted as counter-

cyclical investments.

With many bonds highly oversubscribed, some of the more notable bonds 

arranged during the year are summarised in the table below, highlighting 

the initial shock to the market around the time of the inaugural Covid-19 

lockdown, but subsequent recovery in rates: 

Issuer Total 
(£m)

Date issued Coupon 
(%)

Term 
(years)

Accent Housing 350 July 2019 2.625 30

Wrekin Housing 250 October 2019 2.50 29

Sovereign 375 November 2019 2.475 29

Clarion 350 January 2020 1.88 15

Longhurst 100 March 2020 2.34 23

Optivo 250 April 2020 2.857 15

Sanctuary 350 April 2020 2.375 30

Guinness 400 April 2020 2.0 35

THE CHANGING SHAPE OF BORROWING
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In October 2019, The Wrekin Housing Group issued a 29-year £250m bond 

with £50m retained. The bond was priced at a coupon of 2.50%, one of the 

lowest ever on a long-term public bond in the sector.

In November 2019 Sovereign issued a £375m own name bond paying an 

all-in rate of 2.475% on the 29-year bond, with £125m retained for future 

issue and subsequently issued in April 2020 with strong investor appetite 

enabling Sovereign to issue at rates which were sub 2%.

In January 2020 Clarion raised £350m through a 15-year ESG certified 

bond at an all-in rate of 1.88%, the lowest rate for a primary bond 

issuance by a housing association, having superseded the second lowest 

coupon rates of 2.25% on bonds previously issued by LiveWest and L&Q. 

Clarion borrowed the money at a spread of 98 basis points over gilts, the 

joint lowest spread achieved by a housing association for a new issue, 

with Notting Hill Genesis having secured the same for a £250m bond in 2014.

As the Covid-19 crisis started to impact, and amid increased market 

volatility as gilt yields tightened and credit spreads widened considerably, 

some associations were still successful in raising money on the capital 

markets. A number of the top 20 had retained bonds available at 31 March 

2020 which they issued after the year-end, and others succeeded with new 

issues. In April 2020 Optivo issued a £250m, 15-year fixed rate bond with 

£100m retained, with an all-in coupon of 2.857%, The Guinness Partnership 

issued a £400m, 35-year bond at a coupon of 2.0%, and Sanctuary secured 

a 30-year bond worth £350m at a rate of 2.375%.

Other interesting developments pointing to future trends saw both A2 

Dominion and LiveWest issue bonds off European Medium-Term Note 

(EMTN) programmes on the International Securities Market during 2019-20, 

raising £160m and £250m respectively, while Bromford successfully drew 

funds of £100m on an inaugural private placement in North America.

Looking ahead
While strong liquidity and delayed capital expenditure during the Covid-19 

lockdown might slow-down the need for borrowing during 2020-21, the 

expectation is that housing associations will continue to raise funds through 

the bond markets to capitalise on low rates.

THE CHANGING SHAPE OF BORROWING
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SIGNIFICANCE 
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£4.4bn 
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Key Points
Property sales continue to be 

significant for the sector. Total 

turnover from property sales 

within the Top 100 decreased to 

£4.4bn in 2020 (2019: £4.5bn) 

but related surpluses increased to 

£1.3bn (2019: £1.2bn).

Surplus from property sales 

accounts for 36% of the total 

surplus before tax reported by the 

Top 100. 

Low Cost Home Ownership 

(LCHO) sales account for 20% of 

the surplus on property sales. Low Cost Home Ownership 
and Staircasing Sales
LCHO and Staircasing Sales generated surpluses of £267.1m (2019: 

£294.3m) and £180.2m (2019: £272.3m) respectively. Four associations 

made a deficit on these sales and only two of the Top 100 did not make  

any sales of this type.

First tranche sales turnover was £1.3bn in 2020, up from £1.2bn in 2019. 

Metropolitan Thames Valley had the highest turnover in 2020, generating 

sales of £76.9m. London & Quadrant Housing Trust (‘L&Q’) had the highest 

turnover in 2019, generating sales of £68.6m.

Staircasing sales reduced by £113.5m to £513.8m, with associated surplus 

reducing by £92.1m to £180.2m. 40 associations had no staircasing sales 

compared to 18 in 2019. The highest surplus was £16m achieved by 

Metropolitan Thames Valley, based on sales of £48m. Two associations 

made a deficit on those sales, the largest of which was Lincolnshire 

Housing Partnership which recorded a deficit of £83k.

Analysis of surplus  
by tenure

●  Other property sales

●  Low Cost Home Ownership

●  Properties built for Sale

● RTB & RTA

●   Sales to other housing 

associations

●  Shared ownership 

staircasing

SIGNIFICANCE OF PROPERTY SALES
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Properties Built  
for Sale
53 of the Top 100 sold properties built for sale, versus 55 in 2019.

Compared to 2019, turnover fell by 32% to £99m, generating a surplus of £16m. 

L&Q achieved the highest turnover of £215m and also generated the highest 

surplus of £36m. In 2019, it was Places for People Group Limited with the 

highest turnover being £186.9m. Network Homes Limited achieved the highest 

surplus in 2019 of £35.3m. One Housing Group Limited made a loss of £3.3m.

Right to Buy (RTB) and 
Right to Acquire (RTA)
The Top 100 made an overall surplus on RTB and RTA sales of £111m from 

a turnover of £196m. Orbit Group Limited reported the highest surplus of 

£19.6m (2019: One Manchester Limited £6.3m).

Only one of the Top 100 made a loss in 2020, this was Eastleigh Community 

Homes (formerly Greenfields Community Housing) with a loss of £171k. 19 

of the Top 100 made a loss in 2019, the largest of which was L&Q, reporting 

a £1.5m loss on RTB sales.

Other Property Sales
By its nature, this category can vary in its composition and size. The 

larger transaction types were noted to be driven by stock rationalisation 

programmes and land sales.

The number of the Top 100 making such sales was 96 compared to 75 in 2019.

Sales totalled £1.32bn, compared to £788.7m in 2019. Hyde Housing 

Association Limited reported the highest turnover, at £200.2m. Places for 

People Group Limited reported the highest turnover in 2019, at £246.5m.

The highest surplus in 2020 and 2019 was achieved by Hyde Housing at 

£101.5m and £39.9m respectively. 

Anchor Hannover Group made the largest loss on such sales in 2020 and 

2019, of £2.5m and £1.1m respectively.

SIGNIFICANCE OF PROPERTY SALES
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Property Sales and Overall 
Surplus
Surplus from property sales accounts for 36% of the total surplus before 

tax reported by the Top 100. 

In terms of the overall reliance on property sales, several had larger property 

sales-related surpluses than overall surpluses, including:

• Regenda (2,724.2%);

• Southern Housing Group (166.4%);

• Hyde (144.3%); and 

• Optivo (130.3%).

Typically, Governance and Financial Viability gradings reflect the reliance 

on property sales where the Regulator of Social Housing has deemed this 

to be an element of the long-term strategy, for example:

Metropolitan Thames Valley: G1 V2

“MTVH’s business plan contains significant levels of first tranche shared 

ownership and outright sales in support of the delivery of its strategic 

objectives. In addition, an increased level of investment in existing stock is 

negatively impacting the financial performance of its core social housing 

business and significant cost savings have been identified to maintain 

performance.”

Source: Thames Valley Housing Association Limited Regulatory Judgement 

dated 17/04/2020

One Housing Group G1 V2

“OHG has reduced its exposure to the housing market but forecast sales 

receipts continue to contribute significantly to liquidity. It also needs to 

manage the ongoing financial risks stemming from its care and support 

activity and from its complex funding arrangements.”

Source: One Housing Group Regulatory Judgement dated 27/01/2021

SIGNIFICANCE OF PROPERTY SALES
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Looking ahead 
As highlighted in the recent RSH Sector Risk Profile, November 2020, 

sales programmes still make up “a significant part of the sectors current 

development programme, accounting for 40% of homes planned for 

development over the next five years. Development of market sale homes  

is concentrated in a relatively small number of providers.”

The RSH also highlights that “Providers have reduced and reprofiled 

development forecasts in light of market uncertainty, Covid-19 disruption 

– including the planned withdrawal of Government support following the 

end of the stamp duty holiday – and planned increases in expenditure on 

major repairs. Compared with last year’s forecasts, providers now assume 

substantially lower development over the next two years, with forecast 

development in 2020/21 36% lower and 13% lower in 2021/22. In particular, 

providers have made substantial reductions of around a third in forecast 

units developed for outright sale and for market rent over the next five 

years, compared with 2019 forecasts. In contrast, providers forecasts for 

development of low-cost home ownership are less affected, recovering to  

a level comparable with 2019 forecasts from 2021/22 onwards.”

SIGNIFICANCE OF PROPERTY SALES

Income other than social housing lettings by source

£bn. Source: FFR 2018 – 2020

 2018 2019 2020 2021 2022 2023 2024 2025
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Reproduced from source: Regulator of Social Housing: Sector Risk Profile 2020 – November 2020
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“This marks a significant shift from the recent trend in a small number of 

providers of increasing market sales development in order to subsidise 

sub-market rented housing. The expected margin on new units over the 

next five years has substantially reduced compared with previous forecasts. 

Forecast margins on development for outright sale in 2020/21 are less 

than 10% – around half those in 2019 forecasts. The regulator continues to 

closely monitor providers reliant on asset sales to meet current and future 

interest payments.”

Source: Regulator of Social Housing: Sector Risk Profile 2020  

– November 2020

SIGNIFICANCE OF PROPERTY SALES
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It is apparent that due to the efficient use of charities, trading subsidiaries 

and gift aid, mitigating the cost of corporation tax is successful in the 

sector with the rate of corporation tax paid by many of the Top 100 being 

less than 1%. This percentage has fallen considerably over the last five 

years when the rate was closer to 5%. 

Gift aid continues to be used as an efficient tax relief method of reducing 

the corporation tax payable with no serious reductions in the amounts 

payable following the clarifications made following the revision of ICAEW 

TECH 16/14BL. The top 25 made over £300 million of gift aid payments 

in 2020 therefore saving corporation tax of over £57 million which is over 

10% higher than the previous year.

The format of the taxation note, when it appears, is relatively standard 

across the Top 100 accounts and makes interesting reading. With the 

amounts involved being relatively small, many taxation notes are not 

material to the accounts and therefore not required.

A number of tax disclosure notes reflected changes in deferred tax due to 

the corporation tax rate staying at 19% as announced in the Government 

pre-election manifesto. This reversal of the proposed reduction to 17% has 

resulted in amendments to deferred tax provisions.

Key Points
The rate of corporation tax paid 

by many of the Top 100 is less 

than 1%. 

The top 25 made over £300m 

of gift aid payments in 2020 

therefore saving corporation tax 

of over £57m.

Taxation is mentioned infrequently 

in the Strategic Reports. 

 

THE COST OF TAXATION
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Taxation is mentioned infrequently in the Strategic Reports. The best 

disclosure is still in the Strategic Report for Home Group Limited which 

identifies the taxes that the Group suffers each period as follows:

Taxation – our contribution 
to the UK tax system 
As a responsible tax payer, Home Group meets its liabilities to pay taxes in 

full as they fall due, and is committed to observing all applicable laws, rules 

and regulations in meeting our tax obligations. The table below summarises 

the total tax payable by the Group:

2020  

£m 

2019  

£m 

Irrecoverable input VAT 22.4 21.6 

Employer’s national insurance 

contributions 

6.2 6.1 

Corporation tax 0.7 2.2 

Stamp duty land tax – 0.4 

Total 29.3 30.3 

Reproduced from source: Home Group Limited

As the majority of our income is exempt from VAT, the Group is unable 

to recover the majority of the VAT it suffers on purchases. As a result we 

pay over £20 million in irrecoverable input VAT each year. The Group does 

not pay corporation tax on the majority of its activities, as social housing 

activity is charitable in nature. Profits from outright property sales are 

subject to corporation tax.

Source: Home Group Limited

Many of the entries noted above are expenses that unfortunately increase 

the cost of social housing and this is clearly explained in the narrative. 

If more of the Top 100 included such details, then the Government may 

appreciate the total cost to the sector.

THE COST OF TAXATION
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Key elements of narrative reporting include self-assessment statements in 

compliance with the Code of Governance and Regulatory Standards.

Which Code of 
Governance?
Requirements

The Accounting Direction for private registered providers of social housing 

2019 states the following with regard to Governance:

“All PRPs must undertake an assessment of their compliance with the 

Governance and Financial Viability Standard at least once a year and 

PRPs must certify compliance with the Standard during the course of the 

year and up to the signing of the accounts within the narrative report or 

explain why it has not been possible to comply with the Standard. Any 

non-compliance identified since the previous report should be explained. 

The code of governance that has been adopted by the PRP should also be 

disclosed.”

Source: The Accounting Direction for Private Registered Providers of Social 

Housing 2019

All housing associations in the Top 100 disclosed the Code of Governance 

that they were adopting with over 90% choosing to adopt the National 

Housing Federation’s (NHF) Code of Governance. The majority of these 

housing associations disclosed that they had adopted the 2015 version 

of the National Housing Federation’s Code of Governance which was the 

latest published at the time of reporting.  

The remaining housing associations within the Top 100 chose to adopt the 

UK Corporate Governance Code 2018 which was effective for accounting 

periods beginning on or after 1 January 2019. All of these entities have 

listed debt within their Group. All companies with a ‘Premium Listing’ of 

equity shares in the UK are required under the Listing Rules to include 

in their annual report and accounts on how they have applied the Code. 

However, this is not a requirement for those entities with listed debt 

as is the case with such housing associations. Due to the nature of the 

UK Corporate Governance Code being principally designed for entities 

delivering shareholder returns, there are inherent elements whereby full 

compliance with the Code will not be possible for non-profit housing 

associations. 

Key Points
Over 90% of housing associations 

adopt the NHF Code of 

Governance.

Less than 10% of housing 

associations within the Top 100 

chose to adopt the UK Corporate 

Governance Code 2018.

All housing associations within 

the Top 100 which received a 

Governance regrade from the RSH 

in the period made reference to it 

in their financial statements.

Disclosure of all members of 

Committees differs across the 

Sector in their narrative reporting 

in the financial statements.

GOVERNANCE COMPLIANCE
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GOVERNANCE COMPLIANCE

Places for People Group Limited disclosed the Code of Governance 

adopted together with areas of non-compliance as follows:

“The Group has complied with the UK Corporate Governance Code (the 

Code) (2018 version) except for Code provisions 3, 4, 18, 19 and aspects  

of provision 5.

Provisions 3, 4, and 18 contemplate dialogue with external shareholders 

or decisions being referred to shareholders on matters of director 

appointments, auditor appointments, director remuneration and the use of 

the AGM to communicate with investors. The Group parent is a company 

limited by guarantee and does not have external shareholders in the 

sense contemplated by the Code and therefore it addresses the need for 

scrutiny and evaluation through the board or an appropriate committee 

of the board and it engages with investors directly and through an annual 

investor’s forum.

Provision 19 deals with the length of service of the Group Chairman. The 

explanation for the Group’s non-compliance with that provision is set out  

in the section on non-executive directors (page 104).

Part of provision 5 prescribes the options for workforce engagement.  

The board has concluded that its methods for engagement (described 

in the ‘People’ section on page 98) are effective and more suited to the 

Group’s needs.”

Source: Places for People Group Limited

Detailed explanation was provided as to the length of service of the 

Group Chairman as follows:

The Group Chairman was appointed to the board in 2006 and became 

Group Chairman in 2010. Under earlier versions of the UK Corporate 

Governance Code (the Code), there was no explicit requirement to 

disregard the time served on a board prior to assuming the position 

of Chair when assessing length of service. On that basis, the Group 

Chairman’s service was treated as commencing in 2010. The Code has now 

changed meaning that the Group Chairman’s service extends for more than 

the Code’s target maximum of nine years. The Group board has considered 

the issue of Code compliance and has concluded that it is in the interests 

of the Group that the Chairman continues in office. The impact of Covid-19 

and the fact that the board appointed several new board members in 

October 2019 cause the board to place particularly high value in the short 

term on continuity of leadership and corporate memory. The value of the 
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Group Chairman’s historic experience, particularly in leading the Group 

through earlier difficult economic conditions, is considered by the board 

to outweigh any disadvantage arising from the fact that his length of 

service on the board exceeds nine years. The board remains satisfied that 

the Group Chairman has retained his independence of management. The 

Chairman will step down from the Group board on 30 September 2021. 

A search process, supported by the firm Warren Partners, with which the 

Group has recently worked, to identify a suitable candidate to succeed 

the Chairman will take place during the summer of 2020 with a view to a 

successful candidate being appointed by the end of 2020 to allow for a 

suitable period of time to effect a smooth transition.

Source: Places for People Group Limited

Places for People Group Limited further details how the group entities 

adopt relevant Codes including that a subsidiary adopts the NHF Code 

of Governance and consideration of appropriateness as follows:

Subsidiary Boards

Places for People subsidiaries have governance arrangements appropriate 

to their size and field of activity. All of those governance arrangements 

feed into the Group’s overall governance structure.

The registered provider subsidiaries are required to adopt a governance 

code. Places for People Homes, Places for People Living Plus, Castle Rock 

Edinvar Housing Association, Derwent Housing Association and Chorus 

Homes Group have each adopted the UK Corporate Governance (UKCG) 

code. Cotman Housing Association has adopted the National Housing 

Federation (NHF) code of governance, which contains principles that the 

Group considers to be broadly consistent with those of the UKCG code.

Source: Places for People Group Limited

GOVERNANCE COMPLIANCE
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GOVERNANCE COMPLIANCE

Compliance statements – 
comply or explain
A number of housing associations experienced Regulatory regrades in 

the period with their Governance grading being changed from G1 to G2. 

All housing associations that experienced such a change disclosed this 

in the narrative section of their financial statements. Yorkshire Housing 

Limited referenced their regrade in five areas of its narrative reporting 

including the following:

The Regulator of Social Housing published their Regulatory Judgement for 

Yorkshire Housing in March 2020 which downgraded the ratings to ‘G2’ for 

governance and

‘V2’ for viability, a number of actions have been taken in subsequent months, 

particularly regarding governance in order to return to G1 quickly. The Board 

acknowledges that the organisation will likely remain as a V2 because of the 

scale of the development programme.

In March 2020, the Regulator downgraded our Governance rating from G1 

to G2. This remains compliant with the Governance Standard, but the Board 

and Directors team have taken steps to ensure greater board oversight of our 

subsidiary companies, further develop our financial performance reporting and 

improve the quality of our stress testing to better aid board understanding, 

business planning, decision making and risk management. An action plan 

to restore the grading to G1 as soon as possible has been implemented and 

is also on schedule. This has included strengthening the skills of the finance 

team; reviewing processes and reporting and bringing in additional expertise.

Through the IDA process and subsequently Yorkshire Housing has carried 

out an in depth review of property data. There were a small number of 

properties where rents and/or service charges had been charged at an 

incorrect rate. The tenants involved have been or are in the process of 

being informed and reimbursed where appropriate. The Regulator has been 

briefed on this matter.

There were instances at 31st March 2020 and during the following months 

where Yorkshire Housing has been unable to carry out a small proportion 

of health and safety activity (including gas safety checks and fire risk 

assessments) because of access issues related to Covid-19. These were not 

at levels requiring self-reporting to the Regulator and at the 31st July 2020 

had returned to a normal position.

Source: Yorkshire Housing Limited accounts 
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It is also interesting to see the good practice of reporting non-compliance 

with Health and Safety matters explained too.

Additionally, Yorkshire Housing Limited refers to its investment priorities 

going forward including finance, ICT and people and that the regrade 

was partly as a result of these areas not receiving that investment, as 

follows:

5. Strong, Resilient & Innovative Business: 

We will invest in the three business foundation pillars of Finance, ICT and 

People. We will influence policy and be a leading-edge organisation that 

others want to work with. We will be Yorkshire in name and nature, with a 

sustained focus on value for money.

Success measures:

• Invest in the pillars of finance, ICT and people.

• Be well governed.

• Lead not follow.

Where we are and what’s to come:

•  Yorkshire Housing has invested in growth and transformation of the 

customer facing parts of the business. This was a conscious choice to 

focus on the customer and potential customers to meet the growing need 

for quality homes people can afford.

•  This investment has not been replicated in those support services of 

finance, IT and people and YH is therefore moving focus to ensure these 

areas catch up. The governance downgrade to G2 was partly as a result  

in these areas of the business not having had that investment.

 Source: Yorkshire Housing Limited accounts 

Housing 21 referenced its Governance regrade in a number of areas 

including its risk section of its narrative reporting as follows:

A regulatory downgrade as a result of non-compliance or inability to 

demonstrate compliance

The Board has had a consistent watching brief on this risk, receiving regular 

assurance on the differing aspects of compliance with the Regulator of 

Social Housing Standards as routine business.

Whilst continuing to receive assurance over many aspects of compliance, 

there were specific independent reviews of the application of the Rent 

Standard and the internal control environment for rent setting and 

validating the accuracy of rent charged, this being as a result of the 

GOVERNANCE COMPLIANCE
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GOVERNANCE COMPLIANCE

Regulator querying historical rent setting and the application of the Welfare 

Reform and Work Act 2016 for Affordable Rented properties.

The outcome of the Regulator review resulted in the risk being crystallised. 

The risk narrative has since been amended to reflect the need to redress 

the downgrade and to ensure compliance is maintained in all other areas.

Source: Housing 21

Additionally, as the Regulatory Judgement was published in June 2020, 

between the period of approval of the financial statements of the Board 

in July 2020 and the financial statements date of March 2020, the 

regrade was also disclosed as a post balance sheet event in the financial 

statements as follows:

Post-balance sheet events

There are two post balance sheet events, the regulatory downgrade from 

G1 to G2 and the implications of the Covid-19 pandemic, neither of which 

has had any impact on the financial results for the current financial year.

Source: Housing 21

Gentoo Group was one of the Top 100 which received a regrade to its 

governance rating from the Regulator in the year from G2 to G1. This was 

reported as follows:

In September 2019 the Regulator of Social Housing (RSH) re-graded 

Gentoo to a compliant Governance rating of G2 following the completion 

of the Voluntary Undertaking agreed with the Regulator in March 2018. 

The RSH definition of G2 is that the “provider meets our governance 

requirements but needs to improve some aspects of its governence 

arrangements to support continued compliance.”

An external adviser has been commissioned to provide ongoing assurance 

that the changes made to governance continue to work appropriately and 

effectively and further improvements implemented. 

Regular communication has been maintained with RSJ in relation to the 

Group’s journey to G1 including the Depth Assessment process. 

Source: Gentoo Group
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Board and Committee 
Members Requirements
S.416(1)(a) of the Companies Act 2006 requires the Directors’ Report 

within the financial statements to list the names of the persons who, 

at any time during the financial year, were directors of the company. 

Housing associations which are incorporated under the Co-operative and 

Community Benefit Societies Act 2014 are required to report the names 

of the Board members who served in their annual return submitted to the 

Financial Conduct Authority (FCA). 

The reporting of members who serve on committees is not consistently 

disclosed within the financial statements of the Top 100 housing associations. 

A good example of disclosure is The Riverside Group Limited where 

a summary page discloses all members who served on the Board and 

Committees in the year, as follows.

GOVERNANCE COMPLIANCE
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Board of The Riverside Group Ltd

Terrie Alafat (Chair)  Co-optees 

Pauline Davis (Vice-Chair)  Carol Matthews 

Ingrid Fife Sandy Murray

Tim Croston  Richard Nichols (Observer)

Sally Trueman 

Peter White

Group Governance and  
Remuneration Committee

Pauline Davis (Chair) 

Terrie Alafat

Group Audit Committee

Tim Croston (Chair) 

Adrian Crookes 

Maria Hallows 

Sandy Murray

Sara Naylor 

Neill Skinner

Group Treasury Committee

Devan Bala 

Nigel Perryman

Neighbourhood Services 
Committee

Peter White (Chair) 

Jackie Grannell 

David Green

Ian Gregg 

Margi Kelly 

Mary McAndrew

Duncan McEachran 

Maria Milford

Sara Naylor 

Sue Powell 

Sam Scott 

Gillian Singh

Care and Support 
Committee

Ingrid Fife (Chair) 

Sara Beamand 

Chris Billinge

Ian Campbell 

Judith Crowther 

Andy Deutsch 

John Glenton

Archdearon Karen Lund 

Hetal Parmar

Michele Scattergood 

Neill Skinner

Harry Soar

London Development 
Committee

Pauline Davis (Chair) 

Victor Andrews 

Jenny Coombs

Cris McGuinness 

Dale Meredith 

Paul Newbold

Impact Sub-Committee

Mark Cullinan (Chair) 

Wayne Booth

Chris Billinge 

Olwen Lintott 

Carol Matthews 

Sandy Murray 

Sue Powell

Sam Scott 

John Williams

Table 1: Board and Committee Members of TRGL as at 1 April 2020

Members who have left 

Riverside in the year:

Max Steinberg  

(Board, Governance and 

Remuneration Committee) 

Jonathan Dale  

(Board)

Michelle Dovey  

(Board, Governance and 

Remuneration Committee, 

Group Treasury Committee) 

Archdeacon Cherry Vann  

(Care and Support Committee)

Rowan Carstairs 

(Neighbourhood Services 

Committee)

David Otty  

(Tenant Observer)

Reproduced from source: The Riverside Group Limited 
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Looking ahead 
NHF Code of Governance 2020

The new NHF Code of Governance, published in November 2020, is markedly 

different to previous iterations, and its principles-based approach brings it 

more into line with governance codes in other sectors. It also reflects the 

post-Grenfell push for greater focus on the safety and well-being of residents 

in their homes. The NHF Code focuses on four broad principles: 

1 Mission and values. 

2 Strategy and delivery.

3 Board effectiveness.

4 Control and assurance.

The Code also includes for the first time an expectation that plans 

specifically cover the decarbonisation agenda, the environment and social 

sustainability.

Housing associations which adopt the NHF Code of Governance will need to 

certify compliance with the 2020 Code in their annual report and financial 

statements with effect from their 2021/22 year end, in effect meaning that 

they will need to comply from 1 April 2021. As changes are likely to be 

required to existing processes as well as governance documents, Boards 

and Audit Committees should be engaging with the implementation of the 

new Code as soon as possible. 

We expect to see disclosures about the gap analysis housing associations 

have done between the two codes, to demonstrate the transition from 

one to the other. Stating compliance will not be straight forward and the 

narrative should reflect this.

We would anticipate seeing additional disclosure in the narrative section 

of the financial statements and engagement with those living in the 

communities served by the organisation within governance structures.  

The Code also extends to subsidiaries where reasons for non-adoption  

of the Code is required to be disclosed in the financial statements. 

GOVERNANCE COMPLIANCE
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Housing associations continue to develop their narrative reporting to 

ensure compliance with regulatory requirements as well as telling the story 

of how the organisation is performing and achieving its strategic objectives 

in a clear and concise way.

Many of the Top 100 have developed narrative reporting to provide a 

clear link to their strategic objectives and priorities and report on their 

performance and plans involving tenants through case studies. 

There have been several further developments in narrative reporting in 

2020, including S172 statements and Environmental Reporting.

Section 172 Statements 
(S172)
Requirements

Section 172 became applicable for the first time for 31 March 2020 Strategic 

Reports for housing associations that are large companies (including large 

subsidiary companies). The requirement is to include a separate statement 

that explains how its directors have had regard to wider stakeholder needs 

when performing their duty under S172 of the Companies Act 2006. The 

introduction of this new disclosure requirement did not change the purpose 

of the Strategic Report or the underlying statutory duties of a director. 

Requirements are to document the likely consequence of any decision 

in the long term, the interests of the company’s employees, the need to 

foster the company’s business relationships with suppliers, customers and 

others, the impact of the company’s operations on the community and the 

environment.

Whilst it currently isn’t a requirement for Co-Operative and Community 

Benefit Societies, it is interesting to see how it has enhanced the Strategic 

Reports of those that were required to include it. Some of the highlights 

are below:

•  5 housing associations in the Top 100 produced S172 statements.

•  The length of the statements ranged from a few short paragraphs to two 

pages.

•  Cross referencing was used in many statements, linking to other sections 

and pages in the Strategic Report.

•  Case studies were not common.

•  Stakeholder engagement was highlighted, and some major decisions 

included.

Key Points
5 housing associations in the Top 

100 produced S172 statements.

Considering the FRC’s recent 

feedback, S172 reports can be 

improved.

26 housing associations in the Top 

100 included detailed statements 

about environmental impact.

Half included reference to 

their commitment and plans 

to embrace the new ESG 

Sustainability Standards, and 

three included some detail on 

their performance to date.

A quarter included Streamlined 

Energy and Carbon Reporting 

(SECR) and statistics of 

performance.

IMPROVING THE NARRATIVE
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Futures Housing included a clear statement linking to the paragraph 

requirements of the Companies Act as follows:

Section 172 statement
The Directors have had regard to their duties as set out in section 172 of 

the Companies Act 2006. The duty of directors is to act in good faith 

and to exercise powers diligently so as to promote the success of the 

company for the benefit its stakeholders. There are six key factors which 

demonstrate these duties:

i  Decision-making is fully supported by financial and non-financial 

information. For those decisions likely to have a significant material 

impact on the short, medium and long term financial plan of the Group, 

the potential impact is assessed through financial modelling using robust 

financial assumptions and subject to stress testing. 

 Key decisions in this area during the year were:

 –  Setting the budget for the year that allowed the Group to deliver on its 

corporate plan ambitions while maintaining sufficient headroom within 

its funding capacity to allow the Group to withstand a multitude of 

economic pressures.

 –  Acceleration of the Board approved development budget to take 

advantage of significant opportunities within the market to deliver new 

homes in certain geographical regions while achieving value for money 

in build costs per unit.

ii  Interests of the Group’s employees are protected through a number 

of mechanisms including salary benchmarking, pension scheme 

arrangements and proactive benefit programmes such as health cash 

plans and private medical insurance. The Group works with external 

bodies to ensure ongoing compliance with employment legislation and 

best practice. Employees are consulted regularly and provided with 

information via employment working groups and the ‘Our Futures Voice’ 

forum. The Group invests significantly in training and skills development 

for all staff across the business. A robust policy framework is also in place, 

including policies for code of conduct and health and safety. An annual 

staff enagement survey takes place which captures valuable information 

to inform future activities and results indicate a high response rate and an 

overall staff engagement score of over 80% which is considered to be a 

strong performance when benchmarked with others.
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 Key decisions in this area during the year were:

 –  Salary uplift in line with industry averages for all staff.

 –  Investment in our Leadership Academy to develop management and 

coaching skills for staff and investment in health and wellbeing initiatives.

iii  Relationships with suppliers are maintained across all departments 

through contract management processes led by the relevant contract 

manager and supported by the procurement team. Relationships with 

customers are managed through a variety of ways that are detailed in  

the corporate plan.

 Key decisions in this area include:

 –  Exploring new procurement frameworks not used by the Group 

before to reach a wider supplier base while maintaining efficiency in 

procurement practices.

 –  Extending the existing FAC-1 framework to continue existing relationships 

that have proven successful for both suppliers and the Group.

iv  The impact of the Group’s operations on the community are managed 

effectively through the provision of mixed tenure housing, estates 

management services, support services and grounds maintenance 

services. In addition, the Group’s health, safety and environment policy 

creates the framework for operating within to ensure that the Group 

complies with regulation in these areas. 

 Key decisions in this area include:

 –  Remodelling one sheltered housing scheme to make it fit for future 

customer expectations and approval to commence re-design of a 

second scheme.

 –  Allocation of development budget to fund a proportion of non social 

housing new build to continue ambition to deliver mixed tenure 

programmes.

 –  Continued funding for employability initiatives.

 –  Funding the set-up of a new Repairs Academy to increase the supply of 

apprenticeships to the local regions in which the Group operates.

IMPROVING THE NARRATIVE
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v  The Group strives to maintain a reputation for high standards of business 

conduct. The Group caries out an annual assessment of compliance with 

regulatory standards and has achieved top gradings for governance 

(G1) and viability (V1) from the regulator year on year. In addition the 

Group carries out an annual assessment of compliance with the National 

Housing Federation’s Code of Governance, and an assessment of 

compliance with all relevant law. The Group also has in place a probity 

policy, code of conduct for board directors, standing orders and financial 

regulations, a fraud and financial crimes policy and a whistleblowing 

policy. All of these policies ensure that board directors and other staff 

have a clearly defined framework for conducting company business. 

Regular internal audits take place to also provide assurance to the Board, 

via the Audit & Risk Committee, that policies are being complied with.

 Key decisions in this area include:

 –  Continued investment in the Group’s governance team to deliver 

a tightly governed operating model that serves the needs for high 

standards of business conduct and for demonstrating how the Group 

acts fairly between all corporate entities and boards.

 –  Commissioning a governance review by a third party to provide 

recommendations on how the governance of the organisation can  

be improved further.

vi  To demonstrate the need to act fairly between members of the company, 

the Group has in place a corporate structure with terms of reference for 

all corporate entities and boards. These terms of reference, coupled with 

the code of governance, ensures that board directors act in the best 

interest of the companies they serve.

  In approving the strategic report, the Board is also approving the 

strategic report in its capacity as the Board of the company. The strategic 

report was approved by the Board on 22 September 2020 and signed on 

its behalf by:

 Mike Stevenson

 Chair of the Board

Source: Futures Housing Group Limited Annual Report and Financial 

Statements 31 March 2020

 

 

IMPROVING THE NARRATIVE
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Looking ahead
How can S172 statements be improved? 

The FRC feedback to date on published S172 statements highlights that 

the content should be specific and genuine, avoiding box-ticking, linked 

to strategy and consistent with the rest of the Strategic Report. It also 

reflects that it needs to include difficulties not just positives, address 

future consequences and planned actions as well as the Board’s oversight. 

This includes how the Board challenges and oversees the engagement 

with stakeholders and the formulation of strategy, and what stakeholder 

management processes are in place, e.g. how issues are escalated to the 

Board, the extent of training of the Board on stakeholder issues, and how 

the effectiveness of complaints/grievance mechanisms is assessed.

From a practical perspective the FRC encourages the use of cross-

referencing to enhance understanding and the inclusion of case-studies.

For Directors who are involved in the process it is recommended to start 

early and address the requirements of S172 during the year highlighting key 

decisions and stakeholder engagement through Board meeting agendas 

and minutes etc.

Where can you learn more about S172 statements? 

As this is a new area for Company reporting in the UK the FRC and the 

Department for Business, Energy and Industrial Strategy (BEIS) continue 

to clarify the requirements and their expectations. Here are the links to the 

latest guidance and top tips:

Accountants I Accounting and Reporting Policy I Annual and Wider 

Corporate Reporting I Narrative Reporting I 

Guidance on the Strategic Report I Financial Reporting Council (frc.org.uk)

News I Financial Reporting Council (frc.org.uk)

Environmental Reporting
Requirements 

Since 2013 there have been some requirements for listed companies 

to report on their impact on the environment. With the advancement 

of the Government’s zero carbon agenda this has become a key focus 

of businesses in the UK and in 2019 requirements for listed and large 

companies were updated.

IMPROVING THE NARRATIVE

https://www.frc.org.uk/accountants/accounting-and-reporting-policy/clear-and-concise-and-wider-corporate-reporting/narrative-reporting
https://www.frc.org.uk/accountants/accounting-and-reporting-policy/clear-and-concise-and-wider-corporate-reporting/narrative-reporting/guidance-on-the-strategic-report
https://www.frc.org.uk/news/october-2020/tips-to-help-companies-make-s172-statements-more-u
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SECR Reporting was introduced by BEIS, and the 2018 Regulations require 

large unquoted companies that have consumed (in the UK), more than 

40,000 kilowatt-hours (kWh) of energy in the reporting period to include 

energy and carbon information within their Strategic Report, for any period 

beginning on or after 1 April 2019.

A recent report by MORhomes titled ‘Social and Sustainability Impact 

Report 2020/21’ details how their 14 borrowers (of which a number are 

present in the Top 100) are investing to create social and environmental 

impact now and into the future. 

Highlights of Environmental Reporting in the Top 100 include:

•  26 housing associations in the Top 100 included statements about the 

environmental impact, plans and commitments.

•  Half included reference to their commitment and plans to embrace the 

new ESG Sustainability Standards, three included some detail on their 

performance to date.

•  A quarter included SECR Reporting and statistics of performance.

•  Some included a brief summary of their plans to manage it.

•  The length of the statements ranged from a few short paragraphs 

explaining the commitment and sometimes a brief summary of statistics, 

to two pages of detailed statistics. 

Vale of Aylesbury included a table of detail in meeting SECR reporting 

requirements as follows:

Streamlined Energy and Carbon Reporting (SECR)

A summary of the energy and carbon used by the Group during the year 

is set out below. It has been compiled using the Shift methodology and 

has been verified by Shift. During the year the Group installed 194 heating 

or boiler upgrades. This is expected to result in energy savings from 

increased energy efficiency. In addition to these heating upgrades, other 

energy efficiency action taken is the installation of 153 Switchee devices in 

properties. This increases the efficiency of the heating schedule in houses 

and alerts landlords to potentially harmful resident heating behaviour. The 

photovoltaic (PV) array at the Fairfax House office feeds into the general 

supply and contributes up to 10% of electricity used in the summer and just 

under 5% in the winter. In October 2019 we were awarded the Shift Silver 

status for our environmental and climate change work.

IMPROVING THE NARRATIVE
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Global GHG emissions and energy use data for period  

1st April 2019 – 31st March 2020

UK and offshore

Energy consumption used to 

calculate emissions: /kWh

Gas:  4,170,538

Electricity:  1,467,384

Transport fuel:  1,377,754

Total:  7,015,676

Emissions from combustion of gas 

tCO2e (Scope 1)

767 tonnes

Emissions from combustion of fuel

for transport purposes (Scope 1) 

300 tonnes

Emissions from business travel in 

rental cars or employee-owned 

vehicles where company is

responsible for purchasing the fuel 

(Scope 3)

34 tonnes

Emissions from purchased 

electricity (Scope 2, location-

based)

Scope 2 only: 378 tonnes

This includes 1.6 tonnes from 

Electric Vehicles.

See below for transmission and 

distribution losses

Total gross CO2e based on above 1,479 tonnes

(excludes transmission and 

distribution losses)

IMPROVING THE NARRATIVE
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Operating and Financial Review and Strategic Report

Intensity ratio: tCO2e gross figure 

based from mandatory fields 

above/ e.g. £100,000 revenue

202.81 kgs per home managed

Office Intensity: 29.4 kgs per m2

Methodology SHIFT methodology https://www.

susshousing.co.uk/what-is-shift

Emissions from generation of 

electricity that is consumed in 

a transmission and distribution 

system for which the company 

does not own or control  

(Scope 3)/tCO2e

Transmission and distributions 

losses (scope 3): 32.1 tonnes

Emissions from leased assets, 

franchises, and outsourced 

activities (Scope 3) / tCO2e

The emissions from the homes 

we manage far outweigh our 

operational emissions and are 

therefore reported here on 

a voluntary basis. Our SHIFT 

methodology estimated emissions 

at 21,535 tonnes.

Total gross Scope 3 emissions / 

tCO2e

21,567 tonnes

Total gross Scope 1, Scope 2 & 

Scope 3 emissions / tCO2e

23,046 tonnes

Additional intensity ratio: tCO2e net 

figure / e.g. £100,000 revenue

3.16 tonnes per home managed

Third Party verification SHIFT

Key

tCO2e – tonnes CO2 equivalent.

Scope 1 refers to direct business greenhouse gas emissions, from 

equipment the Trust owns.

Scope 2 covers indirect emissions from elements like electricity, which  

a firm needs, but which comes from sources the Group does not control, 

such as power stations. 

Scope 3 covers emissions that are a consequence of the Group’s actions, 

which occur at sources which we don’t control, such as the Group’s 

housing stock.

Reproduced from source: Vale of Aylesbury

https://www.susshousing.co.uk/what-is-shift
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Clarion included more detail than most on ESG reporting as follows:

We deliver a social return on investment

We’re leading by example, with a range of bold initiatives that reflect the 

importance we place on Environmental, Social and Governance (ESG) 

issues.

We recognise that investors are not just looking for a financial return, 

they are also driven by the environmental, social and governance 

outcomes of their investments. We believe our ability to offer safe and 

secure investments, backed by bricks and mortar that also deliver major 

ESG impacts is a perfect match for investor needs. This impact builds 

new homes, supports people into work, and helps young people and 

communities get a better start in life.

In November 2019, we took a major step forwards when we became the 

first housing association in the UK to adopt the newly developed Certified 

Sustainable Housing Label. This scheme incorporates 30 social and green 

indicators and mirrors the principles developed by the United Nations. 

We’re now well placed to benchmark our sustainability performance 

and understand the impacts that our activities have on the communities 

we serve. We hope the label can also help to attract a broader range of 

investors, particularly those with a requirement to invest in areas that make 

a positive impact.

As our Sustainable Housing Framework makes clear, we’re committed to 

improving our impact on lives, communities and the economy. We are 

also a founding member of the advisory group led by The Good Economy 

which aims to establish a sector-wide approach to ESG.

Building upon this, we issued our first ESG certified bond in January 2020 

raising £350m. The 15-year bond was priced at an all-in effective rate of 

1.88% and was heavily oversubscribed, attracting £1.3 billion from well over 

100 investors – a clear demonstration of the value of our ESG credentials.

Linking loans to sustainability

In addition to our ESG bond issue, we also finalised two sustainability-linked 

loans during the year - a £100 million revolving credit facility with BNP 

Paribas and a £100 million revolving credit facility with Sumitomo Mitsui 

Banking Corporation (SMBC). An element of the cost of each of the loans 

is linked to the delivery of targets for helping an agreed number of people 

into employment through our charitable foundation, Clarion Futures. 

The savings we make will then be-reinvested back into our communities, 

back into providing new affordable homes and improving the lives of our 

residents overall.

IMPROVING THE NARRATIVE
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Improving our sustainability performance

As the largest social landlord in the country, we inevitably have a 

substantial direct environmental footprint. We’re keen to work with 

government and other stakeholders to enhance our plans to reduce carbon 

emissions and make all elements of our organisation more sustainable.

As work on developing our refreshed sustainability strategy gets under 

way, we continue to focus on four key priorities:

•  Creating an improved housing stock with SAP ratings of D and above 

by 2025. During the year, we included retrofit measures as part of 

our planned investment programme to achieve a D rating. We’re now 

preparing to go beyond this in line with the Clarion 2040 Standard, which 

commits us to fund improvements to achieve a minimum EPC C (SAP 72) 

for our social housing stock by 2040. We’ve also committed to increasing 

our annual investment in home energy efficiency from £2 million to  

£6 million over the next five years.

•  Ensuring our new build homes conform to a new enhanced set 

of sustainability standards which focus on quality and low carbon 

performance. We recently joined the NextGeneration Sustainability 

Benchmark scheme, and the last 12 months also saw us achieve a 

minimum EPC B across nearly all of the 78% of new build properties 

assessed. We’re now working on new sustainability standards that will lift 

quality even further.

•  Refreshing our commercial fleet of over 600 vehicles driven by repairs 

operatives, with a significant proportion of hybrid/electric vehicles. We 

leased 300 new vans over the year, offsetting the carbon emissions of 

these vehicles by planting trees. We also bought our first electric vehicles, 

which are currently being trialled. 
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•  Substantially reducing direct carbon emissions and non-recyclable 

waste. We’ve started work to reduce our largest source of direct carbon 

emissions - communal heating systems - and have audited major sites 

to identify where the potential for carbon reduction is greatest. We’ve 

continued to roll-out smart meters which will also help our residents 

reduce their energy consumption and save money.

•  Our electricity and gas procurement activities for 2020/21 have achieved 

big savings. We’re now also buying 100% zero carbon electricity for all 

our landlord supplies and offices where we pay the bills.

•  This means we have traceable supply from zero carbon electricity sources 

- renewables and nuclear. We’re confident that our reportable carbon 

emissions will decrease from next year.

Source: Clarion

Where can you learn more about Environmental Reporting? 

Here are the links to the latest guidance for Companies from GOV.UK:

Measuring and reporting environmental impacts: guidance for businesses - 

GOV.UK (www.gov.uk)

Streamlined Energy and Carbon Reporting (SECR) - GOV.UK (www.gov.uk)

Looking ahead 
What is the new Sustainability Reporting Standard for Social Housing? 

The new Sustainability Reporting Standard for social housing was published 

on 10 November 2020. This Standard provides a common framework which 

social landlords can use to report on their ESG arrangements.

The aim of the new Standard is to build consensus around how to measure 

and report on ESG in the social housing sector, to reduce the information 

burden and, ultimately, to attract more investment into the sector. Housing 

associations are already achieving better priced lending where they 

demonstrate ESG criteria and commitment to improve performance.

The Standard has been developed by lenders, investors and housing 

associations and a number of NHF members have already signed up to 

be early adopters of the new Standard. We expect many more housing 

associations to be reporting on their ESG performance in the future.

See below for a link to the Standard:

National Housing Federation - New Sustainability Reporting Standard for 

housing associations

IMPROVING THE NARRATIVE

https://www.gov.uk/guidance/measuring-and-reporting-environmental-impacts-guidance-for-businesses
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The recent FRC focus on quality of audit and the uncertainty about the 

outlook for organisations through the Covid-19 pandemic, gave immediate 

consequences for housing association reporting results for 31 March 2020 

year ends, and for their auditors. 

Throughout 2020 The FRC, the FCA and Prudential Regulation Authority 

(PRA) continued to announce a series of actions to ensure that accurate 

information continued to flow to stakeholders.

Were audit opinions 
modified?
All of the Top 100 received unmodified audit opinions. An unmodified 

opinion is provided where the auditor considers that the financial 

statements give a true and fair view of the housing association’s affairs at 

the date of the Statement of Financial Position, and of its surplus or deficit 

for the accounting period. In doing so the auditor must always obtain 

sufficient, appropriate audit evidence, even in challenging times.

When were financial 
statements and the audit 
opinions completed?
There has often been a race to the finish post amongst some of the larger 

housing associations, however we do note generally later filing in 2020. 

The earliest date of completing an audit report was for West Kent Housing 

on 2 June 2020. One other, Sanctuary Housing, received an audit report 

signed in June, with the majority of housing associations having August 

and September completion dates. We also note nine housing associations 

where the accounts were undated or the accounts were not yet filed as at 

November 2020.

Key points 
All of the Top 100 received 

unmodified audit opinions.

2% of audit opinions were signed 

off in June, 18% in July and 

the majority, 65% in August/

September.

10% of audit reports included an 

emphasis of matter.

20% of audit reports included 

other matters including auditor 

appointment periods and the 

impact of Covid-19 and Brexit.

 27% of the Top 100 are Public 

Interest Entities (PIEs) with an 

average of 2.7 Key Audit Matters 

(KAMs) reported.

 Going Concern, or Covid-19 and 

Going Concern, was highlighted in 

the audit reports of 20 out of the 

27 PIEs.

All audit reports concluded that 

the going concern basis was 

appropriate.

REPORTING ON THE AUDIT
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Emphasis of matter
Emphasis of matter paragraphs are used by auditors to draw the attention of 

users to a matter that the auditor thinks is important to their understanding 

of the financial statements. They do not change the audit opinion.

In total, the audit reports of 10 housing associations received emphasis 

of matter paragraphs. These all related to investment property valuations 

and Covid-19. All paragraphs note that the audit report is not modified in 

respect of these matters.

•  The audit reports for nine housing associations included emphasis of 

matter paragraphs relating to investment property valuations.

•  The audit report for two housing associations included emphasis of 

matter paragraphs relating to the impact of Covid-19 on going concern 

but concluded that the going concern basis remained appropriate.

•  One housing association fell into both of the above categories, and the 

audit report contained two emphasis of matter paragraphs.

   No emphasis of 

matter paragraph

  Covid-19

   Valuation of 

properties

   Valuation of 

properties and 

Covid-19
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An example of an emphasis of matter paragraph relating to investment 

property valuations is Wythenshawe Community Housing Group Limited, 

whose audit report included the following paragraph:

Emphasis of matter – property valuation

We draw attention to Note 2 to the financial statements, which describes 

the basis for valuing investment property. Management engaged an expert 

to value investment property portfolio. The expert’s valuation included a 

‘material valuation uncertainty’ as per VPS 3 and VPGA 10 of the RICS Red 

Book Global. Consequently, less certainty and a higher degree of caution 

should be attached to management’s valuation than would normally be the 

case. Our opinion is not modified in respect of this matter.

Source: Wythenshawe Community Housing Group

An example of an emphasis of matter paragraph relating to the effect 

on Covid-19 on going concern is Knowsley Housing Trust, whose audit 

report included the following paragraphs:

Emphasis of matter – Going concern and the impact of Covid-19 

outbreak on the financial statements

In forming our opinion on the Group and parent company financial 

statements, which is not modified, we draw your attention to the 

Board’s view on the impact of Covid-19 as disclosed on page 23 and the 

consideration in the going concern basis of preparation on page 39.

During the latter part of the financial year, there has been a global 

pandemic from the outbreak of Covid-19.

The potential impact of Covid-19 became significant in March 2020 and 

is causing widespread disruption to normal patterns of business activity 

across the world, including the UK.

The impact of Covid-19 is still evolving and, based on the information 

available at this point in time, the Board have assessed the impact of 

Covid-19 on the business and reflected the Board’s conclusion that 

adopting the going concern basis for preparation of the financial 

statements is appropriate.

Source: Knowsley Housing Trust

REPORTING ON THE AUDIT
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Other matters
Whereas emphasis of matter paragraphs are related to matters 

appropriately presented or disclosed in the financial statements, ‘Other 

Matter’ paragraphs relate to matters outside the financial statements.

In total, there were Other Matter paragraphs included in the audit reports for 

20 out of the Top 100. None of these resulted in a modified audit opinion.

11 related to the period of auditor appointment for PIEs. An example is the 

paragraph in the Together Housing Group Limited audit report as follows:

Following the recommendation of the Risk Management & Audit 

Committee, we were appointed by the board on 9 February 2018 to audit 

the financial statements for the year ending 31 March 2018 and subsequent 

financial periods. The period of total uninterrupted engagement is 3 years, 

covering the years ending 31 March 2018 to 31 March 2020.

The non-audit services prohibited by the FRC’s Ethical Standard were not 

provided to the group or the parent RP and we remain independent of the 

group and the parent RP in conducting our audit.

Our audit opinion is consistent with the additional report to the audit 

committee.

Source: Together Housing Group Limited

The other nine related to the effects of Covid-19 and Brexit.  

An example is the paragraph in the audit report of Your Housing Group 

Limited as follows:

The impact of macro-economic uncertainties on our audit

Our audit of the Financial Statements requires us to obtain an 

understanding of all relevant uncertainties, including those arising as a 

consequence of the effects of macro-economic uncertainties such as 

Covid-19 and Brexit. All audits assess and challenge the reasonableness 

of estimates made by the Directors and the related disclosures and the 

appropriateness of the going concern basis of preparation of the Financial 

Statements. All of these depend on assessments of the future economic 

environment and the Company’s future prospects and performance. 

Covid-19 and Brexit are amongst the most significant economic events 

currently faced by the UK, and at the date of this report their effects 

are subject to unprecedented levels of uncertainty, with the full range of 

possible outcomes and their impacts unknown. We applied a standardised 

firm-wide approach in response to these uncertainties when assessing the 

REPORTING ON THE AUDIT



65

Company’s future prospects and performance. However, no audit should 

be expected to predict the unknowable factors or all possible future 

implications for a company associated with these particular events.

Source: Your Housing Group Limited

Key Audit Matters (KAMs)

For PIEs, auditors are required to determine the matters that require 

significant attention in performing the audit, including areas of higher risk 

of material misstatement, or for which significant risks have been identified, 

areas of significant management judgement including accounting estimates 

subject to a significant degree of uncertainty, and the effect on the audit of 

significant events or transactions that occurred in the period.

The audit report is required to contain an explanation of why the matter was 

considered to be a KAM, the manner in which the matter was addressed 

during the course of the audit, and the main observations where applicable.

Out of the Top 100, 27 are PIEs. On average 2.7 KAMs were reported by 

auditors for those that are PIEs. 

The most common KAM was impairment or recoverability of work in 

progress, with 21 out of the 27 including this area as a KAM, closely 

followed by Going Concern with 17 instances.

The following graph shows a summary of the frequency of the risks 

considered as KAMs:
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An example of a KAM raised by KPMG regarding impairment or 

recoverability of work in progress is below, from London & Quadrant 

Housing Trust’s audit report:

REPORTING ON THE AUDIT

The risk Our response

Group risk

Land and properties for 

sale, work in progress in 

current assets and joint 

ventures.

(Group: Land and 

properties for sale 

and work in progress 

£1,100m (2109: 

£1,050m)

(Group: Equity 

investment in jointly 

controlled entities 

£371m (2019: £478m)

Refer to page 62 (Audit 

and Risk Committee), 

note 2, 14a and 15 

(accounting policy) 

and notes 14a and 15 

(financial disclosures)

Impairment of land and properties 

for sale and work in progress in 

current assets and joint ventures.

Inventory needs to be held at the 

lower of cost and net realisable value. 

Joint ventures need to be written 

down to recoverable amount if their 

carrying value exceeds recoverable 

amount.

Given the increased uncertainty 

arising from the currect economic 

climate including the Covid-19 

pandemic resulting in potential 

reduced sales activity, there is an 

increased risk over impairment of 

inventory both at a group level and 

also over the inventory held in jointly 

controlled entities that are equity 

accounted for.

The Group has the option, subject to 

planning, to use the land to construct 

and operate social housing, construct 

and operate investment properties, 

to construct and sell properties on 

the open market or to sell the land 

for development by thrid parties.

The different scenarios will drive 

different accounting classifications in 

the financial statements and different 

impairment approaches especially in 

the case of properties held for social 

benefit.

Our procedures included:

Inspection of the group’s impairment 

assessments and cash flow forecasts and 

performing the following procedures:

•  Re-performance: Checking the mathematical 

accuracy of certain valuation models;

•  Enquiry and Board paper review: Reviewing 

Board papers and where relevant making 

enquiries with directors and managers to 

assess the potential impairment indicators 

such as increased planning restrictions, 

identification of contaminated land and 

changes to forecast site completion dates.

Where potential site impairment indicators 

existed we performed detailed testing 

on the recoverable value of these sites 

and investments to determine if the level 

of impairment taken by the Group was 

reasonable, including:

•  Sensitivity analysis: Performing sensitivity 

analyses over the key assumptions and 

considering the outcomes with reference to 

events after year end;

•  Data comparisons: Comparing initial 

forecast costs and selling prices with the 

actual outturn for completed developments.

Our results

We found the carrying value of land and 

properties for sale and work in progress 

and joint ventures to be acceptable (2019: 

Acceptable)

Reproduced from source: Quandrant Housing Trust
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Going Concern 
All audit reports of the Top 100 concluded that the going concern 

basis was appropriate and there were no instances where any material 

uncertainties relating to going concern were highlighted. 

An example of the going concern section of Clarion’s audit report is 

below. As per this example, we note that the auditors, KPMG, highlight 

that the absence of a material uncertainty is not a guarantee that the 

housing association will continue in operation.

Going concern

The Association’s Board has prepared the financial statements on the going 

concern basis as it does not intend to liquidate the Group or the Parent 

Association or to cease their operations, and as it has concluded that 

the Group and the Parent Association’s financial position means that this 

is realistic. It has also concluded that there are no material uncertainties 

that could have cast significant doubt over their ability to continue as a 

going concern for at least a year from the date of approval of the financial 

statements (“the going concern period”).

We are required to report to you if we have concluded that the use of 

the going concern basis of accounting is inappropriate or there is an 

undisclosed material uncertainty that may cast significant doubt over the 

use of that basis for a period of at least a year from the date of approval  

of the financial statements. In our evaluation of the Board’s conclusions,  

we considered the inherent risks to the Group’s business model and 

analysed how those risks might affect the Group and Parent Association’s 

financial resources or ability to continue operations over the going concern 

period. We have nothing to report in these respects.

However, as we cannot predict all future events or conditions and as 

subsequent events may result in outcomes that are inconsistent with 

judgements that were reasonable at the time they were made, the 

absence of reference to a material uncertainty in this auditor’s report is 

not a guarantee that the Group or the Parent Association will continue in 

operation.

Source: Clarion Housing

However, more detailed consideration of going concern, and of the effects 

of Covid-19 on going concern, is often includes as a KAM in PIEs.  As per 

the above section, Going Concern, or Covid-19 and Going Concern, was 

raised in the audit reports of 20 out of the 27 PIEs.
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Looking ahead
Changes to Auditing Standards

Audits of accounting periods commencing on or after 15 December 2019 

will be subject to the following revised International Standards on Auditing 

(ISAs) for the first time:

•  ISA 540 – Auditing Accounting Estimates and Related Disclosures.

•  ISA 570 – Going concern.

•  ISA 700 – Forming an Opinion and Reporting on Financial Statements.

The changes have been introduced to address areas of weakness identified 

by the Financial Reporting Council following a number of high profile 

cases including Carillion and Patisserie Valerie. The revised ISAs require 

auditors to challenge management further on key assumptions with the 

right minded and appropriate scepticism and “stand back” to consider all 

the evidence obtained, seeking evidence which is contradictory as well as 

corroborative.

As a result of the changes, housing associations should expect further 

challenge and queries from auditors in these areas during their 2021 audits 

and many will have already had conversations with their auditor about 

additional audit work and supporting information from management 

required to adhere to the new standards.
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Every reporting season we see some interesting disclosures around 

significant events and 2020 is no exception with these including:

• Business combinations.

• Defined Benefit Pensions accounting.

• Impairment.

• Prior period adjustments.

• Non-regulated activities and disclosure in Related Party Transactions.

Introduction
A business combination is defined in Financial Reporting Standard (FRS) 

102 as “the bringing together of separate entities or businesses into one 

reporting entity.” 

Source: FRS 102 “The Financial Reporting Standard applicable in the UK 

and Republic of Ireland”

In the world of social housing, business combinations typically refer 

to group reconstructions, amalgamations, mergers, and transfers of 

engagement at nil cost. 

Accounting treatment 
From our review of the Top 100, the accounting treatments that are most 

common to the sector are as follows:

1) Merger Accounting

  This is applied to group reconstructions (and of course mergers, 

where applicable), and the key reporting point is that the prior year 

comparatives are restated via a prior period adjustment to present  

the newly formed Group structure as if it had always existed.

2) Public Benefit Entity combinations that are in substance a gift

  This is applied to a transfer of engagements at nil cost. The excess of the 

fair value of assets received over the fair value of liabilities is recognised 

in the Statement of Comprehensive Income. The logic is that one entity 

has received positive net assets from another, with no consideration paid, 

and therefore the income is a recognition of this ‘gift’. 

In addition to the above, there are also acquisitions which involve a purchase 

cost (typically that relate to the acquisition of shares in a private company); 

however, it is the above two scenarios that dominate within the housing sector.

Business combinations

Key Points
The sector continues to 

experience a streamlining of 

Group structures.

In 2020 there were four instances 

of merger accounting (plus a 

prior period adjustment to align 

accounting policies but without 

applying merger accounting) and 

seven transfers of engagement.

Business combinations primarily 

aim to provide greater economies 

of scale, and ultimately, value for 

money.
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What is prevalent in the 
Top 100?
We noted four instances of merger accounting, with an accompanying 

prior period adjustment, following changes to an existing group structure. 

In addition, we noted a further prior period adjustment to align accounting 

policies, but without merger accounting being applied. These were: 

•  For Housing, reflecting the restructure and collapse of City West Housing 

Trust, Villages Housing and Villages Community Housing Association into 

a single entity. 

•  Radian Group, reflecting Yarlington Group and its subsidiaries becoming a 

subsidiary of the Radian Group. 

•  The Wrekin Housing Group, to reflect a revised group restructure. 

•  Irwell Valley Housing Association, to reflect the merger of Irwell Valley 

Adamas Limited into the parent Association. 

•  Yarlington Housing Group, prior period adjustment applied to align 

accounting policies of Windsor and District Housing Association (merger 

accounting not applied), which joined the Group on 31 March 2020.

In addition to the above, we noted seven transfers of engagement across 

the Top 100, the details of which are summarised on page 72.
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Entity Description Key Drivers

London & 

Quadrant 

Housing Trust

On 1 October 2019 the L&Q Group entered 

into a business combination recognising 

the value of Trafford Housing Trust in the 

statement of comprehensive income as a gift.

•  Strong previous relationship.

•  Increased housing supply.

Aster Group 

Limited

East Boro Housing Trust Limited (EBHT) and 

East Boro Housing Services Limited (EBHS) 

joined the Group on 31 March 2020 and 

have been recognised as a non-exchange 

transaction.

•  Increased capacity to build homes.

•  Investment in communities.

•  Efficiencies and enhanced digital offering.

•   To benefit from wider financial, operational 

and Group services support.

Vivid Housing 

Limited

On the 22 May 2019 VIVID acquired an 

investment in Bargate Homes Limited. This 

purchase was made by VIVID Build Limited 

for the sum of £40,672,309 for 100% of the 

share capital.

This has been treated as an acquisition.

•  Access to development land.

•  Expertise in land management and 

construction.

Flagship Housing 

Trust

On 2 February 2020 Suffolk Housing Society 

joined the Group by way of a transfer of 

engagement to Flagship Housing Group 

Limited.

•  Development opportunities.

•  Investment in customer services and digital 

offering.

•  Efficiencies in repairs and maintenance 

work.

Catalyst Housing 

Limited

On 1 May 2019 Catalyst Housing Group 

combined with Aldwyck Housing Group 

Limited. The business combination 

established Catalyst Housing Limited as the 

Group parent.

•  Geographical synergy.

•  Shared values.

•  Greater capacity to provide new homes.

•  Combined expertise.

•  To provide excellent services to residents.

Bolton at Home 

Limited

On 1 April 2019, Arcon Housing Association 

(and its subsidiary, Arcon Developments 

Limited) joined the Group.

•  Cultural fit.

•  Shared knowledge and expertise.

•  Geographical presence / development 

opportunities.

The Housing Plus 

Group Limited

On 1 October 2019, The Housing Plus Group 

Limited entered into a business combination 

recognising the value of Stafford and 

Rural Homes Limited in the statement of 

comprehensive income as a gift to the Group.

•  Better homes and service delivery.

•  Procurement efficiencies.

•  Development.

•  Additional capacity for care and support of 

older people.

•  Apprenticeship opportunities.
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Looking forward
Continuing the trend of recent years, the findings above reflect a general 

move in the sector to simplify Group structures, and also to create larger 

housing associations. 

If size can be a driver for greater development to help satisfy housing need, 

then that must be a positive outcome. However, with size also comes a 

challenge in meeting the complex needs of tenants and social purpose.

Defined Benefit Pension 
Accounting
What was the level of liabilities reported in 2020?

2020 saw a significant reduction in the defined benefit liabilities reported 

on housing association balance sheets. The total liability reported by the 

Top 100 fell from £2.779bn in 2019 to £1,882bn in 2020, a reduction of 

£896m. The fall was largely driven by an increase in corporate bond yields 

compared to 31 March 2019, which resulted in higher discount rates being 

applied to scheme liabilities. 

All but three of the Top 100 recorded a defined benefit liability. Wakefield 

and District Housing reported the highest pension liability, at £79.478m. 

Interestingly, Wakefield and District were one of the few in the Top 100 

to record an actuarial loss (£8.946m). The financial statements note the 

following:

WDH is a member of the West Yorkshire Pension Fund (WYPF) and 

records a liability of £79.5m (2019: £62.8m), an increase of £18.4m from 

the previous year, mainly due to lower than anticipated asset returns 

over the year. There has been a change to the financial assumptions over 

the period, with the discount rate, Consumer Price Index (CPI) inflation 

and the salary increase assumption all reducing by 0.2%. However, this 

has only had a negligible change in the year end position. The pension 

liability also includes a provision for McCloud and the Guaranteed 

Minimum Pension, more details of this are in Note 9.

Source: Wakefield and District

Hyde Housing Association was the only housing association in the Top 100 

to record a defined benefit asset, its five schemes moving from a liability of 

£18.390m in 2019 to an asset position of £5.159m.

Accounting rules require that a plan surplus is reflected as an asset only 

to the extent that an entity is able to recover the surplus through reduced 
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contributions or through refunds from the plan (FRS 102 paragraph 28). 

Reflecting on this, Gentoo Group booked an adjustment of £460k as a 

‘restriction for asset ceiling’ so that the net pension asset/(liability) was 

shown as £nil on the Balance Sheet.

Settle Group took a similar view to Gentoo. The pension note is as 

follows:

While the calculations above would leave Settle in a surplus position 

of £1.4m, LGPS has yet to demonstrate that the Association could take 

advantage of the asset position in reduced payments or take ownership 

upon death of the final living scheme member. As a direct result, Settle 

cannot recognise the surplus as LGPS does not form a debtor to the 

Association. The pension liability is therefore capped at nil, leaving a total 

movement in reserves of £964k, comprised of the previous year’s liability 

and the current year movements. 

Source: Settle Group

Looking forward
For December 2020 year ends, we have seen pension liabilities increase, as 

a result of a fall in the discount rate applied to liabilities, and we expect to 

see this trend continue for March 2021 year ends. 

Impairment
Requirements

Chapter 14 of the Housing SORP 2018 and Section 127 of FRS 102 set out 

some examples of factors for housing associations to consider in assessing 

indications of impairment. As housing associations principally hold assets 

for their service potential rather than solely for the cash inflows they 

generate, the measurement of impairment should be considered against 

those indicators detailed in the Statement of Recommended Practice 

(SORP), as a minimum. 

An impairment of housing assets is recognised where the carrying value 

of an asset or cash generating unit is higher than its recoverable amount. 

The recoverable amount is the higher of the asset or cash generating unit’s 

value in use or its fair value less costs to sell. 
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The valuation in use in this case is considered to be the present value of the 

future cash flows expected to be derived from the asset. The SORP also 

states that the depreciated replacement cost may be a suitable method for 

determining the value in use. 

The SORP allows that an Existing Use Value – Social Housing valuation 

would provide a fair value of social housing properties. 

The Accounting Direction 2019 requires the impairment of housing 

properties to be disclosed within the note on the particulars of turnover 

and expenditure from Social Housing Lettings. 

How much impairment did the sector suffer in 2020?

There were 41 housing associations within the Top 100 that booked an 

impairment charge in their 2020 financial statements (2019: 28). The 

total impairment loss in 2020 amounted to £76m, a significant increase 

compared to £20m reported in 2019. 

A total of 23 housing associations (2019: 7) recorded an impairment charge 

of over £1m. Of these, L&Q booked the largest charge of £26m. 

Economic uncertainty caused by the Covid-19 pandemic certainly seems to 

have been a factor. L&Q’s financial statements note in relation to the £26m 

impairment that:

“This reflects a combination of the current economic market environment 

affecting future recoverable values as well as unforeseen cost increases of 

several development projects.” 

Source: L&Q’s financial statements

Certainly, it seems to have been the case that housing associations 

increased their scrutiny of this area as a result of Covid-19 uncertainty. We 

identified 18 housing associations that specifically noted Covid-19 as the 

trigger for a full impairment review. Auditors may have also given this area 

more scrutiny, following strong guidance from the FRC and the Institute 

of Chartered Accountants in England and Wales (ICAEW) for auditors to 

challenge management judgements which may be impacted by Covid-19.

Unsurprisingly, there was a geographical dimension to the impairment 

charges too, with G15 housing associations included in the Top 100 

accounting for £42m or 55% of the total impairment charge. 

Looking forward
It will be interesting to track future years’ financial statements, to see if 

significant impairment charges continue to be prevalent or whether they 

are unwound as and when market confidence begins to return.
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Prior Period Adjustments
Requirements

FRS 102 requires that prior period adjustments are made to correct 

material errors. Restatements are also required where an entity makes  

a change in accounting policy or where merger accounting is applied. 

How many Prior Period Adjustments were reported in 2020?

Our review of the Top 100 identified 16 housing associations making prior 

period adjustments. 

The Guinness Partnership made an adjustment to the reported 2018/19 

results, reducing the surplus by £9.1m and increasing opening grants by 

£9.1m. This related to an error in the accounting for grants on disposal  

of properties. 

Notting Hill Genesis made a number of prior period adjustments as 

follows:

Note 36 – Prior year adjustment

During the year there were a number of prior year adjustments and the explanation for each one is included in the 

table below.

Group

2019 £m

NHG

2019 £m

Total recognised surpluses per UK GAAP 107.2 46.1

Depreciation freehold offices (1.2) (1.1)

Restated total comprehensive income after prior year adjustments 106.0 45.0

Statement of changes in reserves

Group

General 

reserves

£m

Revaluation 

reserve

£m

Cash flow 

hedge 

reserve

£m

Minority 

interest

£m

Total

£m

Balance at 1 April 2018 2,090.1 1,130.8 (46.5) 0.2 3,174.6

Provision for historical debt (2.2) (2.2)

Write-off of communal electricity cost (1.4) (1.4)

Provision for overclaimed VAT (1.9) (1.9)

Accelerated office freehold depreciation (4.1) (4.1)

Additional historic depreciation (0.3) (0.3)

Revised balance at 31 March 2019 2,080.2 1,130.8 (46.5) 0.2 3,164.7

Reproduced from source: Image 2 Notting Hill Genesis
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One Housing Group’s financial statements note the following:

Over the last two years the Group has been strengthening its controls and 

as part of this process KPMG were appointed as internal auditors in June 

2018. The Board recognised that there was scope to improve accounting 

controls and processes and various recommendations have been made by 

KPMG, including in relation to financial controls and reconciliations.

During the year to 31 March 2020 the Group has strengthened its 

accounting controls and processes. As part of the year end process of 

preparing the 2020 financial statements an extensive internal review was 

undertaken of balances recorded in the Group’s statement of financial 

position. Whilst the majority of balances were found to be correct, this 

review has identified a number of items which had either been incorrectly 

accounted for in previous years or where the Group has now decided to 

take a stricter interpretation of its stated accounting policies.

The items concerned fall into three categories:

1.  Accounting errors. Several different errors have been identified 

whereby amounts were either mis- posted or wrongly carried 

forward within control accounts or which did not agree to the stated 

accounting policy or to the requirements of FRS102. All such errors 

have been corrected and have been accounted for in the period in 

which the original error was made.

2.  Impairment FRS 102 requires an impairment review to take place if there 

is any indication that an asset may be impaired. Prior to 2019, the Group’s 

processes for recognising that there were events which should trigger an 

impairment review were not as strong as they are now. Primarily in relation 

to two schemes, it is now apparent that certain trigger events, such as 

planning permission having been declined or changes in the proposed 

delivery model through use of joint ventures, were not recognised in 2018. 

Therefore, there was an error in failing to conduct an impairment review 

at that time. Impairment has been recalculated to take account of facts 

already known at the relevant prior period.

3.  Investment Property Valuations. The Group has been carrying its portfolio 

of market rented housing applying external valuations using market value 

on a vacant possession basis. Whilst it would theoretically be possible to 

terminate leases and realise on a vacant possession basis, the portfolio is 

held to generate income to subsidise our social housing activities, rather 

than for sale. The accounting policy also states that values are “determined 

annually by qualified valuers and derived from the current market rents.” 

The Group has therefore decided to adopt a stricter interpretation of its 

accounting policy and apply external professional valuations calculated on 

a tenanted basis and to restate valuations on this basis.

Source: One Housing Group
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The adjustments reduced reserves at 31 March 2019 by £65.741m. 

Plus Dane Housing made a prior period adjustment of £1.2m, to write off 

an unexplained consolidation adjustment in relation to profit arising on the 

sale of properties from subsidiary to parent.

Lincolnshire Housing Partnership’s financial statements note that during 

2019/20, it was identified that two rent batches from the housing 

management system were duplicated in the accounting system in the 

2018/19 year. The adjustment amounted to £753k. 

Swan Housing Association made a prior year adjustment to reflect the tax 

impact of a gift aid payment made in relation to 31 March 2019, but paid 

after the year end. This area was clarified in the Triennial review of FRS 102 

for accounting periods commencing on or after 1 January 2019. 

Magna Housing restated comparatives to reflect a review of the effective 

interest rate used to calculate the fair value of certain loans. The adjustment 

increased opening reserves by £8.327m. 

The following entities made prior period adjustments which had no impact 

on the opening reserves position:

A2 Dominion made an adjustment to reflect the share of jointly controlled 

operating profit within operating surplus, rather than after operating surplus, 

to reflect the triennial review amendments to FRS 102. 

Aster Group made a prior period adjustment to reflect the movement in fair 

value of investment properties within operating profit. 

Bolton at Home made a prior period adjustment to reflect the respective 

debtor and provision in relation to enhancement works required under the 

Stock Transfer Agreement. This adjustment had no impact on reserves. 

Yorkshire Housing adjusted comparatives to present HomeBuy loans and 

related grant separately, as required by the Housing SORP. This had no 

impact on reserves

Five of the Top 100 reported a prior period adjustment to reflect new group 

structures, and this is discussed above.

Looking forward
Should the trend of amalgamation continue with the ambition to simplify 

Group structures and create larger housing associations, and at the same 

time continued focus of a Board and the auditor to robustly challenge 

accounting treatment judgements, prior period adjustments will continue 

to be prevalent in financial statements.
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Non-Regulated Activities 
and disclosure in Related 
Party Transactions
Non-regulated activities are diverse in their nature, but the most significant 

disclosures tend to include development (including joint ventures), treasury 

and financing activity.

Requirements

The Accounting Direction for Private Registered Providers of Social 

Housing from April 2019 states: 

“PRPs with at least 5,000 homes (Based upon the level recommended 

within the SORP) are expected to produce a strategic report. Smaller PRPs 

are encouraged to publish a report commensurate with the size of the 

business. 

The report should provide a balanced and comprehensive but concise 

analysis consistent with the size and complexity of the business:

•  development and performance during the financial year, including an 

assessment of the business model used and key financial and non-

financial indicators.

•  effects of material estimates and judgements upon reported performance.

•  principal risks and uncertainties facing the PRP, including factors arising 

from subsidiaries or joint ventures.

•  main trends and factors underlying the development, performance and 

position of the PRP (or Group) and which are likely to affect it in the 

future.”

Source: The Accounting Direction for Private Registered Providers of Social 

Housing 2019

Business combinations

Key Points
Non-regulated activities continue 

to be a significant area for 

housing associations. 

 PIEs with listed debt demonstrate 

compliance with the requirements 

of International Financial 

Reporting Standard (IFRS) 8 

Operating Segments.

There are good examples 

meeting the requirements of 

the Accounting Direction 2019 

to disclose cross guarantees, 

debts between group entities 

and financial support made 

across group members especially, 

where they have loss making 

subsidiaries.
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Places for People has consistently had the largest non-social housing 

income stream within the Top 100. Within the Strategic Report there 

is mention with the financial review of a separate treasury vehicle 

specifically arranged for its non-regulated businesses as follows:

In 2016, the Group set up a treasury vehicle, Places for People Finance plc, 

which acts as the funding vehicle for the Group’s non-regulated businesses. 

In December 2016, Places for People Finance plc issued a £65m retail bond, 

with no recourse to the Group’s regulated activities or social housing assets.

This complements the arrangements already in place for the regulated 

businesses where Places for People Treasury plc raises funds for the 

Group’s affordable housing operations. The structure allows for a more 

efficient use of the Group’s balance sheet and drives cheaper and more 

efficient borrowing costs while protecting the Group’s social housing 

assets. The Group’s investment activity is governed by strict counterparty 

credit criteria and investment limits which are monitored and reported 

on a regular basis. The Group continues to be compliant with covenants 

for funding arrangements. Further information on the Group’s financial 

instruments, including a maturity profile, can be found in note 24 to the 

financial statements.

Reproduced from source: Places for People 
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Within the Governance Report there is clarity on the separate Boards for 

the non-regulated subsidiaries which is a change from prior years where 

there was a forum in place, as follows:

The Group maintains a clear distinction between its Regulated housing 

businesses (being its registered providers of social housing in England and 

registered social landlord in Scotland) and its Non-regulated businesses 

(being its commercially-driven entities). Places for People Treasury plc 

raises finance only for the Regulated businesses and those businesses have 

delegated their authority to its board to approve treasury transactions on 

their behalf.

Places for People Finance plc raises finance only for the Non-regulated 

businesses and those businesses have delegated their authority to its board 

to approve treasury transactions on their behalf.

Regulated board

The Group board has charged the Regulated board with considering the 

operational performance and compliance with applicable standards of the 

Group’s regulated housing providers. Each provider retains its own board 

but the Group-wide role of the Regulated board promotes sharing of good 

practice and expertise across relevant parts of the Group.

Non-regulated subsidiaries

Boards of key operating businesses in the Non-regulated part of the Group 

comprise relevant executives and Group board non-executives who are 

allocated to the relevant boards to reflect their experience and skills and 

the needs of the respective businesses. This enables non-executives to take 

a closer interest in individual Non-regulated subsidiaries whose boards they 

join. The full spectrum of Non-regulated business activity is reported to and 

considered by the Group board.

This arrangement replaces the forum known as the Ventures board. 

Attendance at Ventures board meetings during 2019/20 is displayed for 

completeness.

Source: Places for People 
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Within their ‘Principal risks and uncertainties’, Places for People 

has included the following complying with the requirements of the 

Accounting Direction where risks identified within joint ventures should 

be included:

Risk Mitigation

Development and land risk (and joint ventures)

The Group holds 

land stock and work 

in progress on its 

balance sheet.

The Group’s ability to manage the build-out and 

performance of its major development projects 

is addressed through project management 

structures for each major development that 

allow for flexibility in product mix and build-out 

timetables. Furthermore, development risk is 

being shared through the formation of tailored 

joint ventures with specialist construction 

partners. Group flexibility and development 

options have been enhanced with the acquisition 

of both construction and development 

companies that broaden the commercial 

offerings available.

Reproduced from source: Places for People

Segmental Reporting 
Requirements

Housing associations with listed debt must apply IFRS 8: Operating 

Segments. This is required to enable users of its financial statements to 

evaluate the nature and financial effects of the different business activities 

in which it engages and the different economic environments in which it 

operates. Segmental results should include revenue streams that are 10% or 

more of the combined revenue and detail any costs that can be allocated 

on a reasonable basis. 

There are differences to how this is presented within the Top 100 

financial statements. Hyde Housing Group’s accounting policy clearly 

references IFRS 8 as follows:

Segmental reporting

Due to the Group having listed debt on the London Stock Exchange, it 

must apply International Reporting Standard 8 – Operating Segments 

(IFRS 8). Segmental reporting is reported in the Group and Association’s 

financial statements in respect of the Group’s business segments, which 

are the primary basis of segmental reporting. The business segmental 
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reporting reflects the Group’s management and internal reporting 

structure. Segmental results include items directly attributable to the 

segment, as well as those that can be allocated on a reasonable basis. 

Segmental reporting is presented in note 2 to the Financial Statements.  

As the Group has no activities outside of the UK, segmental reporting is 

not required by geographical region.

Hyde Housing Group’s accounting policy continues by detailing who the 

chief operating decision makers (CODM) are. Separately, their note 2 

analysis shows development sales as loss making £904k in 2020 and £20m 

Fire Safety Works, as well as £13.5m contribution to operating surplus from 

joint ventures and £115m surplus from sale of Fixed Asset and Investment 

Properties:
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Operating 

business 

 

 

 

2020 

£’000

Development 

sales  

(including 

land) 

 

2020

£’000

Joint 

ventures 

 

 

 

2020 

£’000

Fixed 

assets and 

investment 

properties 

sales 

2020 

£’000

Fire safety 

works  

 

 

2020 

£’000

Financing 

 

 

 

 

2020 

£’000

Total 

 

 

 

 

2020 

£’000

Turnover 265,645 98,740 44,027 237,148 - 2,377 647,937

Operating costs (197,088) (12,633) (1,763) - (20,244) (62,293) (294,021)

Cost of sales - (87,011) (28,784) (122,578) - - (238,373)

Gross operating 
surplus

68,557 (904) 13,480 114,570 (20,244) (59,916) 115,543

Fair value 

movement in 

investment 

properties

- - - - - 1,246 1,246

Fair value 

movement in 

investments

- - - - - (637) (637)

Fair value 

movement in 

derivatives

- - - - - (30,336) (30,336)

Taxation - - - - - (125) (125)

Pension 

adjustments
- - - - - (429) (429)

Surplus/(deficit) 
per SOCI

68,557 (904) 13,480 114,570 (20,244) (90,197) 85,262

Segmental reporting is presented in six segments, following the format presented to the CODM.

These are: operating business (rental business and central overheads); costs and income associated with fire-related 

safety works; first tranche and outright sales; joint ventures; fixed asset and investment properties sales and disposals; 

and financing operations. Asset and liabilities per segment are not disclosed, as they are not presented to the CODM.

Reproduced from source: Hyde Housing
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Home Group Limited, however, discloses the segmental requirements 

and notes all within one section of the financial statements as follows:

As a Public Interest Entity, Home Group is required to provide segmental 

analysis in line with International Financial Reporting Standard 8 ‘Operating 

Segments’. This requires operating segments to be identified based upon 

the Group’s internal reporting to the Chief Operating Decision Maker 

(CODM) which forms the basis on which the CODM makes decisions about 

resources to be allocated to segments and assess their performance.

The Group’s CODM is the Board.

During 2019/20, the Group had two operating segments. These operating 

segments undertake different activities and services, which are managed 

separately. The Group’s operating segments are outlined below.

•  Operations – this includes the Group’s general needs rental business in 

England and Scotland, the management of homes previously sold as 

shared ownership and leasehold management, and the Group’s supported 

housing and the provision of care and support services in England and 

Scotland. It also includes the mid-market rental activity carried out by 

Live Smart @ Home.

•  Development – this includes the development of affordable housing and 

the development and subsequent sale of shared ownership homes and 

homes developed for sale on the private market. It includes the activity  

of Home Group Developments and North Housing.

The Group’s third operating segment, New Models of Care, is not material 

and therefore not separately disclosed. New Models of Care leads on the 

design and development of integrated health and care services.

Source: Hyde Housing
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Income and expenditure account – year ended 31 March 2020

Operations

£’000

Development

£’000

Other 

£’000

Group 

£’000

Turnover 309,861 96,166 69 406,096

Cost of sales - (79,413) 49 (79,364)

Employment costs (56,582) (4,625) (17,716) (78,923)

Maintenance (57,853) (4) 1,256 (56,601)

Service charges (20,539) (2) - (20,541)

Other direct housing (15,816) (11) (9) (15,836)

Overheads (facilities, staff, other 

administrative costs)
(11,096) (9,918) (13,208) (34,222)

Depreciation and impairment (44,702) (3,440) (6,948) (55,090)

Other costs (212) (31) (449) (692)

Recharges (5,582) (91) 5,673 -

Operating expenditure (212,382) (18,122) (31,401) (261,905)

Surplus on disposal of housing 

properties
- - 15,451 15,451

Operating surplus / (deficit) 97,479 (1,369) (15,832) 80,278

Reproduced from source: Home Group Limited

The Home Group Developments and North Housing are both non-

charitable companies and non-regulated. The further segmental analysis 

shows that the development segment is loss making in 2020:



86

Related Party Transactions 
Requirements

The Accounting Direction for Private Registered Providers of Social 

Housing from April 2019 states:

“Every PRP shall demonstrate a transparency in the flow of funds, 

allocation of overheads and transactions between registered and 

unregistered entities within the Group.

Where a PRP transacts with an Associate, Subsidiary or other Group 

member which is not a PRP or is an unregistered entity, financial 

statements prepared shall:

•  describe the basis of any significant apportionment, recharge or allocation of 

turnover, costs, assets and liabilities between the PRP and the other party.

•  specify in aggregate the turnover, costs, assets or liabilities, which have 

been so apportioned or allocated.

•  specify which Associates, Subsidiaries or other Group members have 

been involved in the apportionment or allocation.

•  include any cross guarantees, debts between Group entities or financial 

support made across Group members”.

As required by The Accounting Direction, Places for People provides an 

analysis of its overhead allocation between its non-regulated entities 

within the Group as follows:

Regulated and non-regulated entities

Places for People Group, a regulated entity, allocates overheads to seven 

non-regulated entities within the Group. This is mainly in respect of 

an administration charge for finance, information technology, facilities 

management and human resources services.

The table below shows the Group overhead allocation to each of the seven 

entities.

2020

£m

2019

£m

Places for People Financial Services Limited 0.1 0.1

Places for People Landscapes Limited 0.3 0.3

Places for People Scotland Limited 0.1 0.1

Touchstone Corporate Property Services Limited 0.5 0.5

PFPL (Holdings) Limited 0.1 0.1

Residential Management Group Limited – –

Zero C Holdings Limited 0.2 0.2

1.3 1.3

Reproduced from source: Places for People Annual Report 2020

INTERESTING DISCLOSURES



87

On-lending
The Guinness Partnership Limited has several non-regulated subsidiaries 

and discloses the following in its related party note clearly stating 

the maximum on-lending between the Parent and the non-regulated 

subsidiaries in total:

Related party transactions

During the year there were two members (2019: 2) of Committees within 

the Group who had tenancy agreements with the Group and one member 

who is a leaseholder (2019: 1). The tenancy agreements and lease were 

granted on the same terms as for all other tenants/leaseholders and 

the housing management procedures, including those relating to the 

management of arrears if applicable, have been applied consistently to 

those tenants. Transactions between TGPL and other members of The 

Guinness Partnership Limited Group are set out below:

During the year, the freehold interest in property held by Hallco 1397 

Limited, was purchased by TGPL in an arms length transaction, at its 

market value of £30.0m.

The equity investments in Group undertakings are disclosed in Note 16. At 

the year-end TGPL has loan balances with other Group undertakings. These 

loans are at “arm’s length” terms.
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Services received  

2019/20

£’000

Services provided 

2019/20

£’000

Debtor/(Creditor) 

balances as at  

31 March 2020

£’000

Regulated

Guinness Care and Support Limited 4,449 500 12,668

Guinness Housing Association Limited - 355 7,028

Non-Regulated

Guinness Developments Limited 22,431 366 73,234

Guinness Homes Limited - 167 75,955

Guinness Platform Limited 8 - 52

Hallco 1397 Limited - - -

City Response Limited 42,945 900 (223)
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(*) The maximum that can be lent to Guinness Developments Limited, 

Guinness Homes Limited and Hallco 1397 Limited individually is 25% of 

TGPL reserves. The maximum total lending across the group is 25% of 

TGPL reserves.

Where possible, services are recharged between entities at the cost at which 

they were originally incurred. Back office costs and other management costs 

are charged on a range of apportionment bases such as number of FTEs, 

number of units in management and total loan facilities.

Facility

£m

Drawn

2020

£m

Drawn

2019

£m

Guinness Developments Limited (*) 210.6 - -

Guinness Homes Limited (*) 210.6 68.0 60.6

Hallco 1397 Limited (*) 210.6 - 4.6

Guinness Care & Support Limited 4.0 - -

City Response Limited 1.0 - -

Reproduced from source:: The Guinness Partnership Limited
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Intra-group transactions
A2Dominion Housing Group Limited provides a full analysis of the 

intra-group transactions between the registered provider and its non-

regulated subsidiaries but goes one step further by detailing the lending 

agreements in full, as follows:

Intra-group transactions between the Group’s registered providers and 

its non-regulated subsidiaries for the year ended 31 March 2020 are 

summarised as follows:

A2Dominion Homes Limited and A2Dominion South Limited lend to 

A2Dominion Developments Limited at a fixed rate of 6% on a three year 

revolving facility. The loans are secured with floating charges. 

A2Dominion Housing Finance Limited lends to A2Dominion South Limited 

at Libor + 0.4% – the facility is revolving until 2022 thereafter the drawn 

loan balance converts to term and is payable by instalments until 2033.
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2020 Services 

provided 

Qualifying 

charitable 

donations 

Loan interest 

 

 payable  receivable

Loans

 

creditors    debtors

Other

  

creditors     debtors

£m £m £m £m £m £m £m £m

A2Dominion Developments Limited

A2Dominion Homes Limited 14.3 - (10.4) - (176.6) - - 16.4

A2Dominion South Limited 14.5 - (10.4) - (176.6) - - 13.0

A2Dominion Housing Group 

Limited
- - - - - (55.9) -

A2Dominion Treasury Limited

A2Dominion Homes Limited - - - 0.6 - 27.3 - -

A2Dominion South Limited - - - - - 0.9 - -

A2Dominion Housing Group 

Limited
- - - - - - (7.5) -

A2Dominion Housing Finance Limited

A2Dominion South Limited - - - 0.3 - 25.0 (15.0) -

A2Dominion Housing Group 

Limited
- - - - - - - 15.0

A2Dominion Residential Limited

A2Dominion Homes Limited - (3.2) - - - - (0.7) -

A2Dominion South Limited - - - - - - (0.2) -

Pyramid Plus London LLP

A2Dominion Housing Group 

Limited
12.6 - - - - - - 0.7

Pyramid Plus South LLP

A2Dominion Housing Group 

Limited
15.1 - - - - - - 0.9
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A2Dominion Treasury Limited lends to A2Dominion Homes Limited and 

A2Dominion South Limited at an all-in rate of 4.5875%. These are the 

proceeds of retail bond 2 which matures in 2026 and must be repaid in full 

on that date.

Any company may repay any part of their loan prior to that date, in such a 

case another company in the group must borrow the funds to ensure that 

£150 million remains due to A2Dominion Treasury Limited at all times. The 

loans are not secured.

Reproduced from source: A2Dominion

Cross guarantees
An additional requirement of The Accounting Direction 2019 is to disclose 

cross guarantees, debts between group entities and financial support made 

across group members especially where they have loss making subsidiaries. 

Vivid Housing has details of the guarantees within its related party 

note it has provided to both Bargate Homes, which is a limited 

company providing development services and market sales, and Vestal 

Developments Limited, a limited company that carries out development 

activities and sales of open market properties as follows:

Associates and subsidiaries

The association has a loan agreement with its subsidiary Vestal 

Developments Ltd for £57m (2019: £40m) of which £54m (2019: £36m) 

was drawn at the balance sheet date. Interest is payable at LIBOR plus a 

commercial margin and amounted to £1.7m during the year (2019:

Bargate Homes has a loans amounting to £9,500,000 with related parties 

which are due for repayment in June 2021. VIVID has provided guarantees 

over them.

At the balance sheet date Bargate Homes owed £11,930 (2019: £17,930) to 

BB Property Ventures Limited.

During the course of the year, VIVID Housing paid nil to Aspect Building 

Communities Limited in respect of the running costs of Aspect Joint Ventures.

Source: Vivid Housing
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Looking ahead
Non-regulated activity and diversification continue to be a significant 

part of the sector. It enables many housing associations to meet strategic 

objectives, increase turnover and supplementing their rental income and 

grant funding, whilst also investing returns back into their core activity 

of building and managing affordable and social rented homes and to 

enhance services to tenants. Often these include joint ventures and non-

registered entities.

The detailed disclosure reporting requirements for the flow of funds 

and exposure to non-regulated activity assists the transparency for 

stakeholders, including the regulator.
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Whilst the recent focus for the sector has been the impact of the 

pandemic, several important themes exist as we look ahead, which 

will ultimately mean expectations will continue to evolve, and housing 

associations must ensure they continue to adapt to a changing policy  

and operating environment. These themes are as a result of Government 

policies and legislation, including:

• The Social Housing White Paper.

• The Building Safety Bill 2020.

• The Planning White Paper. 

• Affordable Homes Programme 2021-2026. 

• Shared ownership model.

• Accessible Housing consultation.

The Social Housing White 
Paper
The Government published its long-delayed Social Housing White Paper 

in November 2020, setting out the future regulation of the social housing 

sector. It formalises the Government’s response to the Grenfell Tower 

tragedy, including measures to further empower tenants and boost the 

supply and quality of social housing, with greater redress and stronger 

consumer regulation of the sector.

The White Paper outlines a new Charter for residents of social housing, 

with seven headline promises:

1   To be safe in your home – to work with industry and landlords to ensure 

every home is safe and secure.

2   To know how your landlord is performing – including on repairs, 

complaints, and safety, and how it spends its money, so tenants can hold 

it to account.

3   To have your complaints dealt with promptly and fairly – with access to 

a strong Ombudsman who will give tenants swift and fair redress when 

needed.

4   To be treated with respect – backed by a strong consumer regulator and 

improved consumer standards for tenants.

5   To have your voice heard by your landlord – for example through regular 

meetings, scrutiny panels or being on its Board.
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6   To have a good quality home and neighbourhood to live in – with 

obligations on landlords to keep tenants’ homes in good repair.

7   To support tenants in taking their first step to ownership.

The implications of this – financially, operationally, and strategically – for 

housing associations cannot be understated. The sector is in the early 

stages of evaluating these implications, but matters that Boards and Audit 

Committees should already be considering might include:

•  Identifying the main areas of change required to systems, processes and 

data collected. 

•  Clarifying responsibilities for delivering the changes, the level of resources 

required and associated training.

•  Keeping abreast of emerging changes to building and fire safety 

regulations which are on-going.

•  Including within budgets and the long-term business plan the costs of 

delivering these changes, including provision for unknown costs and 

contingencies, and appropriate stress testing and recovery planning.

The Building Safety Bill 
2020
The Grenfell tragedy exposed serious failings across the whole system of 

building and managing high-rise homes and led to the Hackitt review which 

concluded that the whole system needed major reform and that residents’ 

safety needed to be a greater priority through the entire life cycle of a 

building – from design and construction, through to when people are living 

in their homes.

The Government accepted the Hackitt recommendations. The Building 

Safety Bill, alongside the Fire Safety Bill, sets out how it intends to reform 

the safety regime in line with those recommendations. This represents the 

biggest change to building safety regulations in over 40 years. Some main 

points on the coverage of the Bill are set out below:

•  There will be a new Building Safety Regulator, and this role will be 

undertaken by the Health and Safety Executive.

EMERGING ISSUES – ENGLAND
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•  Under the Act, there will be certain buildings classified as “higher-risk.” 

While this classification is still to be defined, the Explanatory Note to the 

Bill states that the Government proposes to define a higher risk building as 

being two or more dwellings where the floor surface of the building’s top 

storey is 18 metres or more above ground level, or the building contains 

more than six storeys (ignoring any storey which is below ground level). 

Designation of higher-risk buildings will be guided by the Regulator.

•  This Regulator will have far-reaching investigatory powers and will appoint 

“authorised officers” to carry out any investigations. The “authorised 

officers” can request information from any relevant person, and it will be 

a criminal offence, with a potential prison sentence, if that person fails to 

provide the information requested without a reasonable excuse.

The Bill is not yet law, but housing association Boards and Audit 

Committees should already be seeking to gain an awareness of the 

implications for their organisation. The implications are likely to include 

considerable expense, along with changes to strategies, operations,  

and risk management. 

The Planning White Paper
In August 2020 the Government issued “Planning for the Future”, setting 

out proposals to reform the planning system in England to streamline and 

modernise the planning process by:

•  Simplifying the planning process and moving towards a rules-based 

system to reduce time taken to secure planning permission.

•  Making greater use of data and digital technology and moving from a 

process based on documents to a process driven by data.

•  Focusing on design and sustainability to ensure the planning system 

facilitates work towards energy efficiency targets.    

•  Improving infrastructure delivery in all parts of the country by introducing 

a nationally set value-based flat rate charge (‘the Infrastructure Levy’) 

to raise more revenue than under the current system of developer 

contributions.

•  Ensuring more land is available for new homes.

The Infrastructure Levy will replace Section 106 and the paper claims it 

will “deliver at least as much – if not more – on-site affordable housing as 

at present”, however there are concerns about the validity of these claims 

with consultation responses questioning whether sufficient modelling has 

yet been carried out to reach this conclusion. There are also doubts around 
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how the new proposals will ensure developer contributions are allocated to 

affordable housing before being used for other purposes. 

To alleviate these concerns the NHF has urged that affordable housing is 

exempt from the new levy and that housing associations should be involved 

in the early stages of private developments to negotiate details of affordable 

homes required. 

The Ministry of Housing, Communities & Local Government is currently 

evaluating feedback on the planned proposals with the next stage to be 

announced in due course. 

Affordable Homes 
Programme
Details about the new Affordable Homes Programme, which is set to run 

from 2021-2026, were announced in September 2020 with the Government 

press release promising £11.5bn to fund “up to 180,000 new homes across 

the country, should economic conditions allow.” 

£7.5bn will be available for investment outside of London, an increase of 

over £2bn on the amount awarded under the previous Affordable Homes 

Programme in keeping with the Government’s “levelling up” agenda. 

Nevertheless, the Northern Housing Consortium (NHC) has raised concerns 

the funding rules will favour areas in the south as social rent schemes will 

only be funded “within areas of high affordability challenge or elsewhere, 

provided that the grant requested is not higher than it would be for 

affordable rent.” In addition, the Greater London Authority (GLA) has seen 

a funding cut which a report published by the G15 has warned will result in 

fewer jobs and new homes.

50% of Homes England’s share of the funding will be used to support 

affordable home ownership via a combination of shared ownership, rent to 

buy and other specialised products in an attempt to reverse the declining 

home ownership trend. The remainder will be used to deliver homes for 

affordable and social rent. In London, the GLA has confirmed that 50% 

of the homes funded under the Affordable Homes Programme will be for 

social rent.

A “Right to Shared Ownership” will be available on the vast majority of 

rented homes delivered through the new programme with exceptions 

including council homes, homes in designated protected areas and rural 

exemption sites, supported housing and almhouses. To be eligible tenants 
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must have been a social tenant for at least three years, lived in their current 

property for at least 12 months, not be subject to bankruptcy proceedings 

and meet certain affordability criteria.

Shared ownership model
The Housing Secretary revealed planned changes to the shared ownership 

model as part of the Affordable Homes Programme announcement in 

September 2020, with the purpose being to help more people onto the 

property ladder. The key changes are:  

•  Reduce the minimum initial share from 25% to 10%.

•  Introduce a new gradual staircasing offer, to allow shared owners to buy 

additional shares in their home in 1% instalments with “heavily reduced fees.”

•  Introduce a 10-year period during which the shared owner will receive 

support from their landlord to pay for essential repairs.

•  Give shared ownership leaseholders more control when they come to sell 

their home.

All shared ownership homes delivered through the Affordable Homes 

Programme 2021-2026 will be subject to the new model for shared 

ownership. 

A consultation on the changes ran for four weeks closing on 17 December 

2020 with the feedback currently under consideration by the Ministry of 

Housing, Communities & Local Government with Homes England expected 

to publish a new model lease in 2021.

The consultation has said housing associations should continue to encourage 

purchasers to buy the maximum share that they can afford and sustain to 

maximise value for money. It also recognised that a reduced lower stake 

could leave purchasers vulnerable to unfair lending terms but sought views 

on how best to prevent this.
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Accessible Housing 
consultation
In September 2020, the Government opened a consultation considering 

how to raise accessibility standards to make all new homes more accessible 

for older and disabled people. 

Under current legislation new build accessible housing in England is required 

to have level access to the main entrance, a flush threshold, sufficiently wide 

doorways and circulation space, and a toilet at entrance level.

As part of the consultation, views were sought on including additional 

features as part of minimum requirements which would apply to all new 

homes, including having a living area at entrance level, step-free access to 

all entrance level rooms and facilities, wider doorways and corridors and 

clear access routes to reach windows. Homes would also need to be more 

easily adaptable for a wider range of occupants including older people and 

those with reduced mobility, for example staircases designed to enable 

stair lifts to be easily fitted.

The consultation closed on 1 December 2020 and feedback is currently 

being analysed. 

EMERGING ISSUES – ENGLAND



99

EMERGING  
ISSUES –   
SPOTLIGHT  
ON WALES

99



100

Several important themes exist and emerge as we look ahead within 

Wales, with updates on regulation from the Welsh Government, 

including:

•  Welsh Government Sector Risk Profile.

•  Temporary Changes to the Regulation of Registered Social Landlords 

(RSLs): Guidance.

•  Welsh Government Draft Budget.

•  Decarbonisation.

•  Value for Money.

Welsh Government Sector 
Risk Profile
The Welsh Government published its latest Sector Risk Overview on  

10 March 2020. The impact of the Grenfell Tower Fire was discussed 

alongside the increased focus on tenant safety in its aftermath. The report 

specifically states that Boards are expected to understand the risks and 

challenges associated with the following:

•  Potential vulnerabilities that may arise when the United Kingdom leaves 

the EU in 2021. Issues mentioned include movement in interest rates, 

labour shortages and the impact on delivery of services that may occur 

as a consequence.

•  The impact of the Affordable Housing Supply Review on development 

(see Independent Review of Affordable Housing Supply).

•  Performance Standards 1-10. Failure to meet the “Standards of 

Performance” set by Welsh Ministers can be grounds for exercising 

regulatory powers.
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Temporary Changes to the 
Regulation of Registered 
Social Landlords (RSLs): 
Guidance
The Welsh Government has recognised the impact that Covid-19 has had on 

the operating effectiveness of RSLs. As a consequence, the publication of 

regulatory judgements has been suspended, and in its place a new interim 

Regulatory Judgement programme implemented. Interim judgements are 

to act as “Confirmation Judgements” that will uphold the prior judgement 

given and to confirm that nothing has emerged that would materially alter 

the risk profile of the RSL. 

Judgement reports will not be published. In their place a summary statement 

will be added to the Welsh Government website. RSLs must also publish these 

judgements on their website.

Welsh Government Draft 
Budget
The draft 2020/21 budget published 21 December 2020 provides an 

additional £37m to current funds in order to reach the Welsh Government’s 

target of 3,500 affordable, primary social homes each year. This represents  

a capital investment of £200m in Social Housing Grant for 2021-22.

The budget allocated circa £80m in capital funding to support activities 

that promote decarbonisation. However, there is no additional housing-

specific decarbonisation funding identified within the budget.

Decarbonisation
The Welsh Government has a legal duty in Part 2 of the Environment (Wales) 

Act 2016 to reduce carbon emissions in Wales by 80% by 2050. This was later 

revised to 95%, following advice from the UK Committee for Climate Change.

The Welsh Government has provided £20m to the Optimised Retrofit 

Programme (‘ORP’), which will bring together housing associations and 

councils on projects to upgrade at least 1,000 homes through a mixture of 

new energy-efficient materials and technologies. The scheme aims to learn 

how to upgrade homes well, at an optimised cost.
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One scheme which has secured funding through the ORP is a consortium 

of 27 social landlords, who will work together to improve the energy 

efficiency of their stock and to test the way hear and energy are produced, 

stored, and supplied. 

Value for Money (VFM)
Delivering value for money in all areas of the business is one of the Welsh 

Government’s regulatory standards.

VFM Reporting
One of the key reporting differences between England and Wales is in VFM 

reporting. The Welsh Government is not prescriptive of the form that VFM 

reporting takes in the financial statements, unlike the RSH in England. 

Our review of Welsh RSLs’ financial statements noted a diversity of 

approaches in relation to VFM reporting.

Many RSLs either did not make any disclosure in relation to VFM or 

included a very brief compliance statement. ATEB Group was an example 

of this as follows:

Value for money

Our strategic direction places a great deal of focus on Value for Money 

(VFM) and we will continue to develop this further in a clear and transparent 

way around core indicators year on year.

When measured against the current Global Accounts VFM indicators, we 

perform very well.

We are committed to delivering value for money through our procurement 

strategy, Our procurement specialists work closey with the National 

Procurement Service and Value Wales and our use of the Welsh 

Governments procurement card continues to increase. We have made 

significant cost savings in a number of service areas and we continue to  

build on this success.

Source: ATEB Group
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Others used the ten VFM indicators reported in the Welsh Global 

Accounts to report and benchmark VFM activity. Barcud were an 

example of this approach as follows:
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Value for Money Two Year Summary Tai Ceredigion Results Sector 

Average

Colour

For the year ended 31 March 2020 2019 2019

Total operating cost per social housing unit £4,801 £3,058 £3,345 ●

Management costs per social housing unit £1,091 £1,053 £1,284 ●

Reactive costs per social housing unit £1,292 £1,103 £1,144 ●

Major repairs & components per social housing unit (inc 

depreciation & impairment)
£1,018 £1,417 £887 ●

Bad debt costs per social housing unit £28 £19 £45 ●

Weighted average cost of capital 5.71% 6.92% 4.5% ●

Free cash inflow (outflow) per social housing unit £195 £751 £585 ●

Gross arrears/social housing turnover 1.8% 2.0% 4.7% ●

Turnover per social housing unit £5,844 £5,443 £5,459 ●

Rental void loss per social housing unit £54 £40 £72 ●

Reproduced from source: Tai Ceredigion 
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Others adopted more of a ‘Balanced Scorecard’ approach, combining 

financial VFM metrics with more qualitative measures, such as customer 

satisfaction or repairs completed on time.  The following was included in 

Pobl Group’s VFM review as follows: 

Understanding how customers feel about our services helps us to identify 

the impact Value for Money acitivity has on service delivery. We know that 

our customers are:
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87.05% 70.05%

99.1% 98.2%

SATISFIED THAT  
RENT PROVIDES  

VALUE FOR MONEY

SATISFIED THAT OUR 
SERVICE CHARGES PROVIDE 

VALUE FOR MONEY

SATISFIED WITH  
OUR CARE SERVICES

SATISFIED WITH OUR 
SUPPORT SERVICES

We also compare our performance with our peers. Benchmarking our 

achievements to the sector in Wales helps us continuously improve  

our services and provides a reference point for implementing and 

managing change.

Reproduced from source: Pobl Group
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Looking ahead
Building on the Balance Scorecard approach, we note the actions taken 

by HouseMark to develop a Welsh ‘Sector Scorecard’, with 18 RSLs from 

Wales submitting performance results for 2020.

We note that Community Housing Cymru is currently reviewing feedback 

from the participants in the Sector Scorecard, with a steering group to be 

convened to suggest the way forward for VFM reporting in Wales . 

It will be interesting to continue to see developments in this area.
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Climate change and 
achieving net zero carbon 
by 2050
Although the headlines have been dominated by the Covid-19 pandemic 

over the past 12 months the issue of climate change remains and is 

expected to return to the forefront of people’s minds as the threat of 

Covid-19 hopefully starts to subside. 

The global measures taken in response to the Covid-19 pandemic led to 

a 7% reduction in CO2 emissions in 2020 according to a study published 

by the Global Carbon Project, representing the biggest annual fall since 

World War Two. However, scientists are warning that the restrictions which 

have been in place for much of the past year have only marginally slowed 

the overall rise in atmospheric concentrations of CO2 and with the UK Met 

Office recently reporting that 2020 was the second warmest year since 

records began in 1850, concluding the warmest decade ever recorded, 

there is much to be done to tackle the crisis. 

The UK Government passed a law in June 2019 which requires the UK to 

bring all greenhouse gas emissions to net zero by 2050 and the social 

housing sector will need to play a key role if this target is to be met.

The Sustainable Energy Commission published a report in September 2019 

which analysed how associations can meet the target of becoming carbon 

neutral by 2050 with housing contributing around 22% of the UK’s emissions. 

Although social housing is reported as being, on average, the most energy 

efficient part of the UK’s housing stock, the report also notes that “business 

as usual” will not achieve net-zero carbon by 2050.

The report comments that reducing carbon emissions in the sector by 

using high levels of energy efficiency and low carbon heating in new homes 

will be the easy part, however, the turnover of housing stock in the UK is 

relatively low compared to other countries, with 80% of current houses 

expected to still be in use in 2050, meaning expensive retrofitting measures 

to reduce emissions in current stock are essential if the Government’s 

target is to be met. Research published by Inside Housing in November 

2020 estimated the total cost of retrofitting all social housing in the UK  

to zero carbon standards at £104bn. 

The Government’s 2019 election manifesto pledged £3.8bn over 10 years 

for a Social Housing Decarbonisation Fund and in July 2020 the Chancellor 

announced funding of £50m for a Social Housing Decarbonisation Fund 

Demonstrator programme to “support social landlords to demonstrate 
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innovative approaches to retrofitting social housing at scale.” The funding 

has been allocated between the UK countries based on the amount of social 

housing with England expected to receive £38m, Scotland £7m, Wales £3m 

and Northern Ireland £2m. As part of this project BEIS has commissioned 

IFF Research to conduct a study to understand the decarbonisation of 

social housing and identify the ways in which the Government can best 

support housing associations to deliver on these plans. 

An additional £60m for the decarbonisation of social housing was 

announced in November 2020 as part of the Spending Review and is 

expected to be made available in the summer or autumn 2021, however, 

the NHF is calling on the Government to go further and announce plans 

to deliver the full £3.8bn Social Housing Decarbonisation Fund and 

work with the sector on a long-term sustainable funding solution for the 

decarbonisation of social homes. In March 2021, BEIS announced it was 

planning to release funding as part of “three-year waves”, with each of 

the waves being worth over £1bn, although this is dependent on future 

Spending Reviews.

The final Welsh Government budget was announced on 2 March 2021 and 

allocated an additional £100m to its Social Housing programmes, bringing 

the total investment in Social Housing Grant to nearly £250m in 2021/22. The 

extra funding will also be used to expand the Optimised Retrofit Programme 

with an additional £50m awarded in 2021/22 following the launch of the 

scheme last year with an initial budget of £19.5m. The programme aims to 

assist social landlords in Wales in retrofitting their homes to make them more 

energy efficient through a mixture of new energy-efficient materials and 

technologies.

Looking ahead
As highlighted in our ‘Improving the Narrative’ section, we note that many 

housing associations have included statements about their environmental 

impact, plans and commitments. With the new ESG focus of lenders, and 

along with the introduction of a new Sustainability Reporting Standard for 

Social Housing, this increases the importance for Boards to address their 

strategy and operational plans in this area. 
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GLOSSARY  
OF TERMS
Term Definition

Accounting Direction for 

Private Registered Providers 

of Social Housing 2019

A document issued by the RSH under powers delegated to it by 

section 127 of the Housing and Regeneration Act 2008, giving 

directions on the preparation of financial statements. 

BEIS The Department for Business, Energy and Industrial Strategy.

ESG Environmental, Social, and Governance.

EU European Union.

Fair value

The amount for which an asset could be exchanged, a liability 

settled, or an equity instrument could be exchanged, between 

knowledgeable and willing parties in an arm’s length transaction. 

FCA Financial Conduct Authority.

Financial instrument
A contract the gives rise to a financial asset of one entity and a 

financial liability or equity instrument of another entity. 

First tranche disposal The initial portion of a shared ownership property sold to the lessee. 

Fixed assets
Assets of an entity which are intended for use on a continuing basis 

in the entity’s activities. 

FRC Financial Reporting Council.

GLA Greater London Authority.

Governance and Financial 

Viability Standard

A Standard issued in April 2015 by the HCA, setting out 

requirements in relation to governance and financial viability. 

ICAEW Institute of Chartered Accountants in England and Wales.
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GLOSSARY OF TERMS

Term Definition

IFRS International Financial Reporting Standards.

Impairment
The amount by which the carrying value of an asset exceeds its 

recoverable amount. 

ISA International Standards on Auditing.

KAM Key Audit Matter.

LCHO Low Cost Home Ownership.

NHC Northern Housing Consortium.

NHF National Housing Federation.

ORP Optimised Retrofit Programme.

PIE Public Interest Entity.

PRA Prudential Regulation Authority.

PRP Private Registered Provider.

Recoverable amount The higher of an asset’s fair value less costs to sell and its value in use. 

RTA Right to Acquire.

RTB Right to Buy.

RSH Regulator of Social Housing.

RSL Registered Social Landlord

SECR Streamlined Energy and Carbon Reporting.

SORP Statement of Recommended Practice.

VFM Value for Money.
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Formed more than 100 years ago, accountants and 

business advisors Beever and Struthers has a strong 

not-for-profit reputation based on the provision of 

high quality, tailored services to the UK social housing 

sector. The firm is one of the UK’s leading independent 

accountancy practices with locations in Manchester, 

Blackburn, Birmingham and London.

Among its core strengths is a substantial not-for-profit 

division that ranks among the Top 3 providers of audit 

and assurance services with many of the leading UK 

Housing Associations amongst its clients.

Beever and Struthers is a member of HLB International, 

a leading network of independent global advisory and 

accounting firms. HLB is ranked as a top 10 network 

in Europe. Inspired for more than 40 years, HLB 

International is present in 159 countries, with 32,839 

professionals including partners in 968 member firm 

offices worldwide, combining local expertise and global 

capabilities to service client needs.

If you need any advice or assistance, please contact us 

at any of the addresses below:

REGISTERED AUDITORS ©BEEVER AND STRUTHERS – MARCH 2021

Disclaimer: Please note that this literature is provided for your information only. Whilst every effort has been 

made to ensure its accuracy, information contained in this literature may not be comprehensive and you should  

not act upon it without professional advice.
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