






 

 

 

Our ref: VGK/CLK/Gen Off 

 

 

F.A.O.  Mei Ashelford, 

Financial Reporting Council, 

Aldwych House, 

71-91 Aldwych, 

London,  WC2B 4NH.      11th November 2013 

 

 

Dear Mei Ashelford, 

 

Re:  RMC’s and Fred 50 

 

Further to my e-mailed and posted letter and observations re the above, of 7th November, 

comments from another member, on point 6) of my observations, has led me to think I need 

to revise that particular observation.  Accordingly I attach a revised point 6) and should be 

grateful if you will link this with my earlier observations, please.  Thank you in anticipation. 

 

Yours sincerely, 

VICTOR KIRBY & CO. LIMITED 

 

 

 

 

 

Victor G. Kirby 



6. The RMC’s have historically always taken the income as being its income and a “trust 

situation” should, therefore, be unnecessary, where the contributors are the same as the 

owners of the company and in control of its own funds, which is the whole purpose of 

forming an RMC?  Indeed, there is no “landlord” other than the company itself so the tenants 

(owners) and company are effectively one and the same!  An external trust situation 

presumably applies where a managing agent holds the funds outside of the company, since it 

is not “their” money and they should have a separate client’s account for each property, as 

agents.  However, even in such a case, it is common practise for the company to account for 

the income and expenditure in its accounts, in the usual way, as it should, since it is the 

principal, as has now been established.  A trust situation presumably also applies where there 

is an external landlord collecting contributions and might otherwise mix the funds with his 

own or those of other properties, as some agents sometimes also did, which I believe was the 

whole purpose of and need for Section 42 L. & T. A. 1987.   

 

  Quite frankly, the current status quo and accepted practise (for at least the last 40+ years, to   

 my knowledge) whereby the RMC fully accounts for contributions received and outgoings  

(via its Income and Expenditure account and usual Balance Sheet entries) whether held on its 

behalf by an agent or in its own bank account, should be continued.  I suspect this would be 

to everyone’s relief (residents/owners, who understand the usual company statutory accounts 

and are used to them, particularly if they are in business).  It would make the FRSSE quite 

straightforward if there was an exemption e.g. “an RMC, in view of its constitution, can be 

deemed to be not acting as Trustee and can continue to account for income payable to it, as its 

asset (but held, of course, for the benefit of its shareholders/members) and reported, as is 

established practise, in the Balance Sheet.”  See 7. following.  By allowing such an 

exemption, I believe the FRC could avert what I see as the otherwise next problem area we 

will see, which will be the question of whether the volunteer directors of RMC’s may now be 

potentially personally liable under trust law, despite having become part of a limited 

company structure intended to protect them and the other owners personally.  It is clearly 

important for us to remember that the whole purpose of Landlord and Tenant legislation is to 

protect the tenants primarily and I foresee more problems being potentially created with the 

current proposed approach.  If volunteer directors are not forthcoming in future, the whole 

RMC ethos would become unworkable, of course. 

 


