
 

 

 
 
SORP 2014 BREIFING 

 

1) Purpose of Briefing 

 

This briefing informs CIPFA Housing Panel colleagues of the new Standard of 

Recommended Practice (SORP) for Housing Associations; SORP 2014 and highlights the 

areas that require consideration to enable the implementation of the new SORP. 

 

 

2) Background 

 

The Accounting Standards Board (ASB) wishes all organisations’ accounts to comply with 

IFRS.  The SORP Working Party has been developing the appropriate accounting 

treatment for housing associations.   

 

The new SORP was published in September 2014 (called SORP 2014). It will apply to 

accounting periods commencing 1st January 2015. The publication of the SORP 2014 was 

accompanied by a series of ‘Roadshows’, highlighting those areas that would need 

consideration before an Association could produce ‘SORP compliant’ accounts. 

 

The key messages from the ‘Roadshow’ were; 

 

(i) The implementation of SORP 2014 will take a lot of time! 

(ii) There are a number of new accounting policies to be agreed. However, the 

approach to take needs to be informed by assessments of the implications and 

this can be very time consuming 

 

(iii) There could be intensive training required for Board members and other 

stakeholders to ensure they understand what the accounts are showing 

 

This report outlines the key issues that need to be considered. As with many technical 

changes ‘the devil will be in the detail’. 

 

 

3) SORP 2014 implications for the Accounts 

 

There are a number of basic principles that underline IFRS (International Financial 

Reporting Standards) than underpin the SORP 2014.  These include recording all financial 

liabilities and assets, avoiding offsetting income and expenditure and avoiding 

transactions ‘missing’ the income and expenditure account. 

 

It is worth remembering these principles when considering some of the proposed 

changes to the accounts, as at times, it may not be obvious that this is the case. 
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The key decision areas are; 

 

(i) Should properties be held at valuation or cost? (Significant work is required to 

make the necessary calculations. However, the effect could have a significant 

impact and improvement of the Association’s reserves). 

 

(ii) If properties continue at cost in the future, should the Association take advantage 

of the transitional arrangements to revalue the stock at 31 March 2015 and have 

this as deemed cost at 31 March 2016? (as commented above this could have a 

significant impact on the Associations reserves). 

 

(iii) Need to be clear about which properties are held for ‘social purpose’ and classified 

as Property, Plant and Equipment (PPE) and which are ‘investment properties’ 

(this very much depends on the purpose for holding the property). 

 

(iv) Need to agree/confirm the impairment triggers. 

 

(v)  Should grant be allocated over structure or structure and components? (given the 

different life cycles there could be a significant change in the depreciation 

charge to the Accounts). 

 

(vi) Should re-assessment of property depreciation (and grant amortisation) go back 

to the start of when depreciation was required (1999) or when the properties 

came into management? (many housing association only charged depreciation 

from 1999 but what is the effect of implementing from the start?). 

 

(vii) When discounting future income streams to current period for any ‘fair value’ 

calculation what level of discount rate should be used? (is it simply the cost of 

borrowing, or include a ‘risk’ margin, or ‘discounted’ to reflect the impact of grant 

funding?). 

 

(viii) Review loan documentation to consider if loan arrangements are ‘basic’ or ‘other’ 

financial instruments? Providing the loan is linked to a recognised index (LIBOR, 

RPI, CPI), then they should be ‘basic’. However, if the loans involve any ‘options’ 

that are exercisable by the Lender, this could be ‘other’. The distinction is key as 

‘other’ financial instruments need to be valued at ‘Fair Value’. 

 

(ix) Pension’s liabilities for past deficits need to be shown on the Balance Sheet. While 

the SHPS scheme is still a multi- employer scheme where individual liabilities are 

not split, the past deficits being re-covered need to be recorded. 

 

(x) What should be the policy on assessing materiality? (the level of materiality may 

vary depending on the type of transaction being considered. However, depending 

on the level of materiality some of the potential calculations may not be 

necessary). 

 

(xi) Under related party transactions, should Board Member arrears be shown 

separately or aggregated? 
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As mentioned above all of the ‘financial instruments’ need to be reviewed and the correct 

accounting treatment determined. In some cases identifying the financial instrument is 

straightforward; all the loan documents for example. However, others are not so 

obvious; payment arrangements for arrears, intercompany loans etc. 

 

The specific actions in these areas include; 

 

(i) Read all the loan documents to confirm if they are ‘basic’ or ‘other’. The 

classification depends on the terms of the loan and the accounting treatment is different. 

The ideal would be having all loans classified as ‘basic’ financial instruments. 

(ii) If a loan has been restricted since it was taken out then the terms of the 

restructure need to be reviewed as this could affect the accounting treatment. 

(iii) The terms of any payment arrangements need to be reviewed to determine the 

‘real’ value of the debt (if a debt is being repaid over a long period then the value of that 

debt is lower than if it was repaid immediately). This will result in ‘additional’ costs hitting 

the ‘income and expenditure’ account. 

There may be some other issues that I have overlooked or come to light from reading 

the SORP 2014. However, I hope the above gives a flavour of some of the work that is 

involved in implementing the changed accounting requirements. 

 

 

 

4) Conclusion 

 

The implications of SORP 2014 are now much clearer given the publication of the SORP 

2014 and the presentations at the ‘Roadshows’.  However, the detailed impact upon an 

Association’s accounts will not be known until actual transactions are calculated.  Each 

Association will need to determine the most appropriate time for these calculations. 

However, it may be appropriate for these calculations to be undertaken alongside the 

work for the 2015/16 budget. This may also help calculate the opening balance sheet 

figures for 31 March 2014, which is the start of the comparative year when the full SORP 

2014 compliant accounts need to be published at the end of 31 March 2016. 

 

 

 

Charles Brotherton 

Director of Finance 

cbrotherton@mid-walesha.co.uk  

3rd November 2014 


