MINUTES OF THE COMMITTEE OF MANAGEMENT MEETING

of

SERVITE HOUSING ASSOCIATION 

held on MONDAY, 19th APRIL, 2010 at 5 p.m.

at 118 STRATHERN ROAD, BROUGHTY FERRY, DUNDEE

Present:
Bill Roberton

(Chairman)

Mark Gallacher
Tom Potter

David Logan

Alistair Barrie

Ken Martin

Bill Hunter
Simon Little

Lindsay Darroch

In attendance:
Julie Cosgrove

Chief Executive 


(CExec)

Andrew Kilpatrick
Business Development Director
(BDD)

Tim Calderbank
Housing Services Director

(HSD)

Ron Hunter

Finance Director


(FD)

Mary Walker

(Minute Secretary)

The Chairman welcomed Julie McLaren from Baker Tilly to the meeting.

27/10
APOLOGIES
Apologies were received from Ian Purvis.
28/10
DECLARATIONS OF INTEREST



None.
29/10
MINUTES OF PREVIOUS MEETING : 22nd FEBRUARY, 2010
It was proposed by Alistair Barrie that the Minutes be adopted as a true and accurate record of the meeting and this was seconded by Ken Martin.  The Minutes were duly adopted and signed by the Chairman.
ACTION LIST
There were no issues raised from the Action List.
MINUTES OF CONFIDENTIAL ITEMS : 14th DECEMBER, 2009
It was proposed by Tom Potter that the Minutes be adopted as a true and accurate record of the confidential items discussed at the meeting and this was seconded by Ken Martin. 
30/10
MATTERS ARISING

None.
Confidential Items for DISCUSSION

31/10
CHIEF EXECUTIVE’S REPORT 
A separate Confidential Minute is available for this item.

Items for APPROVAL
32/10
Audit Plan for 2009/10


The Chair invited Julie McLaren (JMcL) to present the Plan.


JMcL informed the Committee that the audit would be done in June and it was scoped to ensure that they would obtain sufficient information and appropriate audit evidence in respect of the significant operations of the Association, other operations which, irrespective of size, are perceived as carrying a significant level of audit risk, and the appropriateness of the going concern assumption used in the preparation of the financial statements.

JMcL drew the Committee’s attention to the main section on page 6 which detailed the areas the audits would focus upon, key risks, cash flow forecasts, review covenants to ensure there are no breaches, and focus on impairment given the current climate.  Particular attention would be focused on Padanaram and the interest which was capitalised during the period.  In reply to a query re impairment, JMcL advised they would consider the income and the costs, thus far and determine if any impairment would be necessary.

The next risk related to PHA discussions and the audit would determine whether any disclosure would be required in the financial statements.  The same would apply to the subsidiary companies of Servite Ventures and Servite Solutions.


Bowerswell Memorial Homes would also be reviewed and consideration would be given to the disclosure necessary for inclusion in the financial statements.  The CExec pointed out that she was not the Chief Executive of Bowerswell as detailed in the Audit Plan.

JMcL advised that Supporting People was a standard risk and the treatment of any surpluses and deficits would be tested.

The last key risk focused on internal controls and risk matrix, Committee Minutes and internal control reports would be reviewed in order to satisfy themselves that everything was in place.  

It was proposed by Alistair Barrie that the Audit Plan be APPROVED and this was seconded by Simon Little.

JMcL was thanked for her input and withdrew from the meeting.

33/10
Business Plan 2010-2015 including 5 year Budget (CExec)

The CExec advised that this year the Business Plan structure follows new guidance from the Regulator and the priorities for the coming year are based around:

· customer satisfaction and demand

· efficiencies

· continuous improvement

· financial strength and capacity

· continued growth relative to the operating environment

· partnership and collaboration

· asset management

· climate

· health and wellbeing

The CExec stated that one area not specifically referred to in the Business Plan were discussions around partnership working with PHA, but if the Committee felt there should be more explicit information in relation to this she would be happy to include it.  The Chairman was of the opinion that there was enough information in the Business Plan as the discussions with PHA were now just commencing and that there was no certainty over the outcome.
The CExec advised that 12 performance indicators to monitor the Business Plan had been introduced.  The Business Plan is also underpinned by a 5 year budget based on the decisions of the Sub-Group and the 30 year financial forecast which has been included.  Corporate Key Performance Indicators were tabled which the CExec advised had to be reviewed and approved by the Committee for the coming year.  The CExec further advised that there was a change in the indicator in relation to the surplus figure as it was felt a 5% surplus was unrealistic.  This has been changed to 3%.  The Committee discussed this point and felt that in the current climate 3% was still a fairly ambitious target.  
The FD advised that the target in relation to interest cover had been reduced to 130% which was well within our covenants which are 110% over a 3 year period, and in line with our objectives.  He stated that he recently had a meeting with one of our lenders who were satisfied with our projections.  In reply to a query from Tom Potter in relation to the inclusion of Servite Ventures, the FD advised that this would be included in the Management Accounts, and apologised for not showing Servite Ventures expressly.
In reply to a query in relation to the performance indicators and how 2% efficiency savings could be achieved, the CExec advised that each department head would be tasked with achieving 2% efficiencies.  She explained that the two areas over which they had control were maintenance spend and staff costs.  When vacancies occurred these were not automatically replaced by like for like, and were reviewed to determine whether the same position and same hours were required.  Also, temporary staff were not hired unless it was absolutely necessary.  A 1% cost of living increase has been awarded this year which is less than the recommended increase for rents.  The CExec further advised that she was certain that savings could be made on planned maintenance costs.  There had been greater control over contractors and reactive maintenance, although there was a slight overspend in this area because of the severe winter weather.  The Regulator is specifying that costs have to be reduced and it was felt that some savings could definitely be achieved in procurement.  The CExec advised the meeting that Servite had now joined a benchmarking group to consider efficiencies in back room services.
The CExec confirmed that Bowerswell was included in the figures although it was not highlighted specifically in the Budget.

A query was raised in relation to completion of the proposal for rural Angus empty properties initiative.  The CExec advised that as part of the Officers’ Training Programme various initiatives about what the association may become involved in were presented to a ‘Dragon’s Den’ panel consisting of the CExec, Committee Members and the Chair of the Tenants’ Forum.   Angus Council had produced a catalogue of empty properties throughout their area and one group had proposed that work could be carried out on various properties to bring them up to tolerable living standard, which could then be used as social rented housing.  The CExec advised that there had previously been a Rural Homes Initiative which funded such initiatives.  Simon Little advised he would be happy to assist in progressing this initiative.
The Deputy Chairman queried whether there was anything obvious which stood out in the 30 year funding projection.  The FD advised he had also done a sensitivity analysis on the projection in relation to cost control and maintenance and advised that if maintenance did not track inflation then that could cause a problem.  The FD stated that the main thing was cost control and we have to achieve more efficient procurement in order that maintenance costs do not escalate.
The FD indicated that the size of a development programme or indeed no development programme did not materially affect the financial projections.  The Association remains financially viable with or without development.  However, the level of funding from the Scottish Government would impact on the level of development which could be achieved.

The Committee agreed to APPROVE the Business Plan, the 5 Year Budget and the Corporate Performance Indicators.

34/10
Rent Increase and Rent Policy (HSD)
The HSD advised that the Tenants’ Forum had previously been involved in devising a new Rent and Service Charge Setting Policy which came into effect in June 2006.  The policy determined that rent levels, and any increase, would be applied only following a detailed assessment of various key elements.  The Tenants’ Forum have been consulted and involved in a review of the Policy each year subsequently and the HSD advised that they met with him on 21 January 2010 to review the Policy.  The Forum were advised that there had been no regulatory or legislative changes since the review of the previous year apart from a minor amendment made to the Scottish Federation of Housing Associations’ definition on affordability.  There was not a great response from the Forum to this year’s policy review having expressed the view that there was probably little left for them to add and that they were satisfied with the current policy.  
Alistair Barrie (AB) requested that the work of the Forum in reviewing the Policy be acknowledged.  The Committee expressed their thanks for the work of the Tenants’ Forum.
A full tenant consultation exercise had been carried out in relation to the proposed rent increase of 2.9%.  The HSD advised that 116 responses had been received and the vast majority had made no particular objection to the increase.  A very low percentage voiced an objection covering three main areas:
· Peoples’ income had not gone up

· Council Tax had been frozen, why can’t we do the same?

· High level of cynicism – ‘what is the point, you ask us year on year and you still go ahead?’
The rent increase had also been discussed in detail at the Budget Sub-Group meeting held on 8th March, 2010 and the Members of the Sub-Group had APPROVED the proposed rent increase of 2.9%.

The Chairman advised that he had attended the 25th Anniversary Coffee Morning at Errol and he had raised the question of rents.  The tenants appeared to be more interested in getting new heating systems installed and were happier to hear about improvements rather than rent charges and had not expressed any concern over rent levels.  The Deputy Chairman stated that consideration had to be given to tenants who were just above housing benefit thresholds rather than rent charges and did not qualify for any assistance.  The Chairman responded by stating that a further concern was that the association remained viable and any rent increase debated to take account of tenants needs and requirements and business requirements.  The HSD suggested that good service and prompt repairs might be more important to our tenants, as greater response was generally obtained on these matters.
Reference was made to the rent pointing table and it was noted that some properties which have combined heat and power might prove more efficient and cost effective than older schemes but did not attract any additional points.   
The HSD noted this point and advised that this had been considered previously and it had been agreed that at this stage such features would not attract an additional rent charge.  However, it was something that may be considered as such features become more prevalent in the stock.

The BDD advised that they were currently preparing an Asset Management Strategy which includes energy and renewable efficiency and the Committee will shortly be presented with a report for their consideration as there will be implications involved in bringing properties up to the required standard (SHQS).  Tom Potter proposed that the Committee APPROVE the reviewed Rent & Service Charge Setting Policy and APPROVE the proposed rent increase of 2.9% from 1st June, 2010.  This was seconded by Simon Little and the Committee unanimously agreed the proposals.

Mark Gallacher (MG) suggested Committee Members seek to ‘adopt’ one or two developments to visit perhaps once or twice a year in order to maintain contact with tenants and gauge views.  It was agreed this was something which could be considered.  MG referred to the graph included in the report which showed that our rent increase for this year was second highest in our peer group and stated he would prefer that we were not in that position in future years.  The CExec advised that a high degree of attention would be given to achieving efficiencies and rent levels would be monitored to ensure they were not increased any more than necessary.

Ken Martin’s (KM) supported MG’s suggestion and advised that he had joined the 25th Anniversary celebrations at Martingale Gardens and his intention was to continue to pop in there.  After a brief discussion it was agreed that this could be organised on a more formal basis for Committee Members.
36/10
Insurance Renewal (FD)

The FD stated that the information contained in pages 9 and 11 of the insurance renewal document would be of greater interest to the Committee.  These contained the sums insured and premiums.  He advised that the previous year we had a potential liability claim which the Insurers had built into their costs but the claim did not materialise resulting in a reduction in premiums this year.  The FD advised he would normally enter into a 3 year agreement for which we would receive a discount but, pending discussions with PHA, the renewal is based on one year.  The Committee NOTED the report.
37/10
Policy Review (HSD)

· Policy Statement on Racial Harassment
The Committee NOTED that the policy will be reviewed annually, subject to any legislative or regulatory changes that require immediate amendment, and APPROVED the contents of the HSD’s report.

38/10
Policy Amendments (CSM)

· Grievance Policy and Procedure

The Committee NOTED that the policy had been reviewed but no amendments were necessary and that it will be submitted again for review in April 2012.  The Committee also NOTED that the Equal Opportunities Policy is due for review and that it is being considered in line with the new Equalities Bill and should be available at the June Committee Meeting.

39/10
Policy Review (BDD)

· Policy for Dealing with Contractors’ Liquidation or Receivership
The Committee NOTED that the policy had been reviewed in 2009 with a one year period for review.  The policy has again been reviewed but no amendments were necessary, and it will be reviewed again in April 2014, or earlier if required.  

Items for INFORMATION

40/10
Corporate Risk Map (FD)


The Committee NOTED the report and revised Risk Map.
41/10
Minutes of Budget Sub-Group Meeting : 8th March, 2010 (FD)


The Committee NOTED the Minutes.
42/10
Development Report including SHQS compliance, benchmarks on financial assumptions for HAG and HAG Programme (BDD)


The BDD advised that, as at the end of March, compliance with the Scottish Housing Quality Standards (SHQS) is just over 70% and that it will be up to 80% by the end of this financial year.  He stated that a complete update to the Standard Delivery Plan and a full report will be submitted to the Committee at their meeting in August.  The plan will include energy efficiency, door entry systems, and details of kitchens and windows requiring to be upgraded.  The details could alter when the results of the stock condition survey are received.


Following the publication of the Firm Foundations consultation document on the future of housing in Scotland, one of the many areas identified for improvement was the procurement of affordable housing.  To this end four Scottish Government Procurement Working Groups have been established to consider different areas of housing supply, funding in affordable housing and a single funding stream for affordable housing.

The BDD advised that his report includes an update on the current development programmes although he had not yet received an allocation of our development funding for 2010/11, although it was unlikely we would have a huge development programme due to the constraints on the affordable housing programme.

The planned maintenance programme for 2009/10 was outlined, along with details of any projects which are being delayed, and variations for planned maintenance work and actual costs.  This year the intention is to have a clearer estimating process in order that actual costs are closer to the figures budgeted.

A pilot project is to be carried out for the replacement of windows at Birkhill.  In order to reduce long term maintenance costs a decision was made to use aluminium clad windows in lieu of timber, resulting in a slight excess over the budget.  The BDD advised the Committee that he had supporting documentation which showed that this option was more cost effective over the whole life of the component.

A comment was made that the local authorities appeared to be able to build properties with a lower amount of grant from the government.  The BDD advised that local authorities usually own the land they build on and use their own architectural services, thereby reducing their build costs.  Some councils increase the level of rents in order to achieve the funding necessary to build new houses, and through prudential borrowing, usually borrow over 60 years.

A query was raised about the current situation with the Arbroath Herald building.  The BDD advised that an advert had been placed in the press the previous week seeking expressions of interest for architectural services.  He further advised that the intention was to develop the building for housing for older people.

Bill Hunter withdrew from the meeting at 7 p.m.


The Committee NOTED the report.

43/10
Health & Safety Report


The Chair advised he had queried all the issues involved to ensure we complied with current legislation.  Nicola Harcus, Corporate Services Manager, advised him that it was a huge document detailing 159 recommendations of which 59 have been implemented, therefore he accepted that the Committee would be kept informed as  each recommendation was completed.  The Chair further advised that great progress had been made in a relatively short space of time and requested that the Committee’s thanks be expressed to everyone involved for all the work which had been carried out.

44/10
Minutes of ICE Project Board Meeting : 17th March, 2010

It was queried whether the uncertainty over HomeHunt was likely to cause a problem.  The HSD advised he had attended a User Group meeting two weeks previously at Berkshire at which this was discussed.  They were currently seeking purchasers and have received three expressions of interest.  It was anticipated that by the end of May a clearer view on the long term future for HomeHunt but a decision would then need to be made whether Servite wished to retain that package which will remain in place to the end of March next year in its current format.  
45/10
Minutes of Servite Ventures Meeting : 30th March, 2010

The meeting discussed the content of the Ventures Minutes.  The Deputy Chairman queried whether the Board of Ventures thought more progress should have been made.  The CExec advised that she was able to assure them that progress was being made on the agreed site and that they were hoping to have a planning application made in the near future.  The Board had acknowledged that market conditions had not helped and reaffirmed commitment to Servite Ventures.  The Committee agreed to NOTE the Minutes.
47/10
Date of Next Meeting


APSR Sub-Group Meeting : 24th May, 2010.  Simon Little requested that the CSO contact him by email to check if he would be free for a 5 p.m. meeting.  Alistair Barrie volunteered to be first reserve.  The CSO will also check with the Chair and Tom Potter.

Main Committee Meeting

21st June, 2010.
………………………………………………………………….. Chairman
………………………………………………………………….. Date 
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