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The Approach to the Kingston Report

A Accepted views:
i AAnecdotal o (RI CS)
I Sectoral problem e.qg. retall
i Economic conditions 1 .e. 0
I OSCAR and Loughborough databases

A Methodology
I Rigorous method
I Representative, original, empirical evidence
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The Kingston Reportos FI

A Willing and unwilling landlords
A Interested and disinterested tenants
A Compliant and non-compliant managing agents

A Opague and inconsistent accounting
A Insufficient levels of accounting disclosure

A Lack of transparency, cooperation and
communication
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The Accounting Requirements of the Code

A

o To To o e

an annual budget of likely service charge expenditure one month prior to
commencement of the service charge year

certified accounts within four months of the end of the service charge year, that provide
a consistent, detailed and comprehensive summary of items of expenditure with full
explanations of material variations against the budget.

narrative explanation and disclosures about significant individual costs and variances
from previous year 06s budget/ account s

the use of standard cost codes and a clearly defined apportionment basis
disclosure on interest earned on service charge monies

disclosure of the calculation basis for any sinking, replacement or reserve fund
contribution and the items to which it relates.

disclosure on contributions to and expenditure from sinking, replacement and reserve
funds, together with the opening and closing balances and the amount of interest
earned and tax paid in the relevant period.
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What should we expect of accounting data?

Figure 1: The Qualitative Characteristics of
Financial Information

Understandability Relevance Reliability Comparability
Should be readily Should be Should be a Should be
understandable capable of complete and timely and
(assumesthat influencing faithful prepared on a
users have users’ decisions representation consistent
reasonable (if information is , heutral and basis so users
knowledge and a not material, it prudent can make
willingness to is not relevant) comparisons
study the

information)

Adapted from |ASB (1989)
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The Accounting Issues

A Timeliness of the accounting information
A Accuracy of the accounting information
A Quality of the accounting information

A Disclosure on sinking funds

A Sign off procedures and obligations
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Timeliness of accounting information

AYour heart sinks when you g
accounts that are three or four years out of date or even
| 0 n g —=

JTable 1
Timeliness of Accounting Data 2007 2008 Change
Ng % No] %

Budgets arriving 1 montprior to start of period 3 7.09 1 23.29 16.29
Budgets arrivingvithin 1 month of start of period 22 51.29 421  60.99 9.79
Budgets arrivingvithin 3 months of start of period 29 67.49 53 76.89 9.49
Budgets arrivingvithin 9 months of start of period 38 88.49 65 94.29 5.89
Budgets arrivingvithin 12 months of start of period 40 93.09 67 97.19 4.19
Budgets arrivingfter 12 months of start of period 3 7.09 2l 2.99 -4.19
Total budgets examined 43 69

Certificates arriving within 4 months of end of period 30 41.79 11 61.19 19.49
Certificate arriving over 4 montlater period end 42 58.39 71 38.99 -19.49
Total certificates examined 72 18
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Table 1
Timeliness of Accounting Data 2007 2008 Change
Ng % No| %

Budgets arriving 1 montprior to start of period 3 7.00 16 23.290 16.29
Budgets arrivingvithin 1 month of start of period 294  51.29 42 6099 979
Budgets arrivingvithin 3 months of start of period 2q 67.49 53 76.8% 9.49
Budgets arrivingvithin 9 months of start of period 38 88.49 658 94.20f 5.80
Budgets arrivingvithin 12 months of start of period 40 93.00 671 97.190 4.10
Budgets arrivingfter 12 months of start of period 3 7.00 o 29U -4.10
Total budgets examined 43 69

Certificates arriving within 4 months of end of peri 30 41.79 11 61.19 19.49
Certificate arriving over 4 montladter period end 42 58.39 7 38.99 -19.49
Total certificates examined 72 18
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