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MINUTES OF THE FINANCE, AUDIT & CORPORATE GOVERNANCE COMMITTEE MEETING OF 10th SEPTEMBER 2020 (HELD VIA MS TEAMS)

		Present: 		1.  Susan Mackay (Convenor)	
					2.  Tom Brown 
					3.  Margaret Baxter
											 		
In Attendance:	George Tainsh, Chief Executive
Anne Smith, Director of Finance & Corporate Services / Depute Chief Executive 
Andrew O’Donnell, Scott Moncrieff

Susan Mackay welcomed Andrew O’Donnell from auditors Alexander Sloan and intimated that the Agenda Item 6.0 relating to the Internal Audit Report – Annual Assurance Statement would be taken after item 1.

1.0 RECORDING OF MEETING 

RESOLUTION:  Committee approved that the meeting be recorded.

2.0 APOLOGIES

	Apologies were received from Graham Collie. Bramley Eccles continues to be granted a period of leave of absence.

3.0 DECLARATIONS OF INTEREST

	There were no Declarations of Interest.

4.0 MINUTES OF FINANCE, AUDIT & CORPORATE GOVERNANCE COMMITTEE MEETING OF 16TH JULY 2020 

Tom Brown advised that his comment at Item 5 regarding approval of auditors at the AGM related to the Agenda for the AGM, not the accounts themselves. The Chief Executive confirmed that this would be amended to reflect his comment accurately.

RESOLUTION:  Subject to the change noted, the Minutes of the previous meeting of 16th July 2020 were approved as a true and accurate record on a motion from Tom Brown, seconded by Margaret Baxter.       




5.0 MATTERS ARISING 

5.1 Information Security Policy
In relation to the action relating to iPad security, the Director of Finance & Corporate Services confirmed that the agreement was still to be reviewed, and requested that this item should be deferred until such times as new iPads are issued out again as/when they are required.  The Association are aware which Committee members have been issued with iPads and there are codes of conduct and IT policies in place in relation to the use of these.

RESOLUTION:  The Committee agreed to the deferral of the Information Security Policy to the next time a Committee Member is issued with a new iPad.

5.1	Draft Annual Accounts
COMMITTEE COMMENTS/DISCUSSION:  Tom Brown commented on page 3 and confirmed that he was asking about whether the appointment of the auditors would be included in the Agenda.  The Minute was reading, “Tom Brown enquired about the AGM and whether the appointment of the auditors should be included in the accounts.”  

This should read, “The appointment of the auditors should be included on the Agenda”. 

5.2 Mill Road, Alloa (Common Repairs)
The Chief Executive advised that works were now complete and all payments had been made. 

There is potentially a similar issue developing on the other side of Mill Road, above the Post Office, and the Chief Executive was bringing this to the attention of the Committee and again, the Association would only be responsible for a proportion of any cost.

6.0 INTERNAL AUDIT REPORT – ANNUAL ASSURANCE STATEMENT 

Andrew O’Donnell, Scott Moncrieff brought the Annual Assurance Statement Review Report to Committee for approval.

This report was focussed on validation of the Association’s overall compliance with the Scottish Housing Regulator’s Regulatory Standards and supporting guidance.  

Several key strengths were identified, which demonstrate good governance and financial management.  

Three minor opportunities to improve the design of the controls were identified;

· Clearly documenting the policy in relation to severance payments, redundancy and redeployments;
· Uploading Management Committee meeting minutes to the website in line with the Publication Framework on a timely basis; 
· Recording and reporting its consideration and assessment of value for money on a regular basis.

COMMITTEE COMMENTS/DISCUSSION:  Tom Brown enquired if there was anything on Facebook which would direct users/tenants to the website in relation to accessing Minutes etc.

The Director of Finance & Corporate Services advised that it’s more practical items that are published on Facebook, e.g., information about maintenance projects and financial assistance.  To date there haven’t been any “corporate” type posts, advising visitors to the Facebook page that they could access Minutes etc. from our website. 

The Chief Executive commented that it was felt that there were two different types of information on Facebook and the website, some which was more appropriate for the website rather than Facebook, with the aim of Facebook to be a little bit more informal.  

The Director of Finance & Corporate Services advised that last year the Annual Report was posted on Facebook and perhaps we could do the same this year with some added direction to the website. 

COMMITTEE COMMENTS/DISCUSSION:   Margaret Baxter advised that there is a link on Facebook to “My Home” which takes you directly to the website.

The Director of Finance & Corporate Services advised that “My Home” is just starting to take off and is effectively, the website but with more functionality for registered users. Therefore, there is a connection to a certain extent for customers using My Home.

The Chief Executive advised Committee that the SFHA have issued revised guidance in the last couple of days, following on from the Regulators consultation a month or so ago.  There are some proposed changes to the format and an extension to the deadline for submissions to end November 2020.  

RESOLUTION:  The Internal Audit Report – Annual Assurance Statement was approved by Committee.

COMMITTEE COMMENTS/DISCUSSION:   Susan Mackay added that it was re-assuring to get the assurance from the audit and thanked Scott Moncrieff for all their help. 

Andrew O’Donnell in turn thanked everyone for their help with providing all the information for the audit.

Andrew O’Donnell left the meeting.

7.0 PERFORMANCE MANAGEMENT REPORTS (Q1)  

The Director of Finance & Corporate Services summarised the key aspects of the Committee report as follows:

· 7 KPIs were achieved, 3 were not
· 8 Operational Indicators were achieved 4 were not
· Loan covenants continue to be achieved comfortably 

She advised that the main areas of concern in terms of performance for the year were in relation to rent collected as a % of rent due and void rent loss. These areas had been affected substantially by the Covid pandemic and it was unlikely that these indicators would be met over the course of the year.

	RESOLUTION:  The Performance Management Reports (Q1) were approved by the Committee.

8.0 DEPARTMENTAL PLAN REVIEW (Q1) 

The Director of Finance & Corporate Services summarised the key aspects of the Committee report as follows:

· All scheduled tasks for Q1 had been completed.

	RESOLUTION:  The Departmental Plan Review (Q1) was approved by the Committee.

9.0 MANAGEMENT ACCOUNTS (Q1) 

The Director of Finance & Corporate Services advised that the accounts had already been presented to and approved by Management Committee. She summarised the key aspects of the Committee report as follows:

· Surplus reported is considerably ahead of budget due to low expenditure during the lockdown period
· Arrears continue to increase and the Housing team continue to focus on this area
· Void property rent loss is higher than usual and than budget – again due to lack of maintenance activity during the lockdown period 

	RESOLUTION:  The Committee noted the Management Accounts (Q1).

10.0 AUDITOR’S MANAGEMENT LETTER AND PROPOSED RESPONSE 

The Director of Finance & Corporate Services advised that the Management Letter had been presented to Management Committee by Phil Morrice of Alexander Sloan at the Committee meeting in July. The proposed response was a standard response and thanked Alexander Sloan for their work in difficult circumstances

	RESOLUTION:  The Committee approved the Auditor’s Management Letter and Proposed Response.



11.0 30 YEAR FINANCIAL PROJECTIONS 

The Director of Finance & Corporate Services summarised the key aspects of the Committee report as follows:

· The first 5 years of the plan would be submitted to the SHR by the end of September, following approval by Management Committee at the end of the month
· The final figures at 31/3/20 from the Annual Accounts are the base starting point for the plan
· Planned maintenance (including component replacement) is based on the 30-year life cycles and figures from the Property Services long term maintenance plans
· The plans include purchase of 8 off the shelf properties in each of the first 5 years, 33 units completed at Elmgrove in December 2021 and a further 7 units for development at Engelen Drive (with Kingdom) in March 2022.
· Employee costs are based on the current structure with a Tenant Engagement Officer in place from April 2021
· Reactive and void repairs costs are based on average costs for the past 3 years, uplifted by 10% for inflation and another 5% for potential Covid-related costs.
· Overheads include and additional £15K per annum to cover additional post-Covid related costs
· No pension asset or liability is forecast in the plan. Past service deficit payments are forecast in line with current cost until September 2022 which is line with the current schedule of payments reported from The Pensions Trust.
· The appendices to the report show the detail of the plan, the assumptions, sensitivity analysis and financial reports. The loan covenant calculations are included at the bottom of the Statement of Comprehensive Income and Statement of Financial Position and there are no issues with these over the course of the plan.
· Appendix 5 detailed the overall assumptions for the plan, including assumptions about inflation, rent growth and cost increases.
· The sensitivity analysis details the effect on the plan cash and covenants under certain circumstances such as inflation rates changing, rent growth changes and other cost increases. The Director of Finance and Corporate Services advised that the assumption for rent increases of inflation plus 1% had been reduced to inflation plus 0.75% in the main plan – with a “plus 0%” in the first year – and although the sensitivity analysis showed that inflation only increases were not possible in each of the first 5 years, it may be possible to keep rent growth at less than “plus 0.75% “ in some of the initial years.
· In terms of finance for Elm Grove (and Engelen Drive), the plans showed that it would not be necessary to borrow in order to finance these developments – although she pointed out that any additional purchases/developments over and above the 8 off the shelf purchases in each initial year and the 33 and 7 units developed at Elm Grove (and Engelen Drive) would require to be financed.

The Director of Finance & Corporate Services drew attention to the sensitivity analysis in relation to the Financing of Elm Grove/Engelen Drive and highlighted the improved cash position in the short term if borrowing were to be secured for these developments (although there is a demonstrable cost over the longer term as interest and capital are repaid over time). However, it was noted that private finance was not necessary in order to fund these developments.

	COMMITTEE COMMENTS/DISCUSSION:   Tom Brown enquired about development activity and that he would like to see some more development activity beyond Elm Grove/Engelen Drive. He suggested that interest rates are not going to get any lower, so this would be an ideal time to borrow loan finance for Elm Grove and finance the development activity beyond Elm Grove from our internal funds.  

	The Chief Executive replied that in terms of our development agreement with Kingdom, we are making the assumption that we will have approximately 20 units per annum going forward.  The difficulty in terms of the cash flow projection, that is very much uncertain.  

Our Corporate Management Plan has the assumption that we will continue to build houses and for the foreseeable future that seems to be achievable through our development agreement.

The Director of Finance & Corporate Services confirmed that there were only units in the plan for the first five years, and that financing this from the Association’s own resources would result in a “low point” in terms of cash of c.£1.7m in 2028. So, if more developments are identified then consideration would have to be given as to how these were to be financed.  

The Director of Finance & Corporate Services agreed that if we were going to look at securing private finance at some point, then it may make sense to look at funding the 33 units at Elm Grove and using the internal cash resources to fund other developments identified going forward.  

There was discussion around the timing of Elm Grove, which currently is forecast to complete in December 2021 at the earliest. It was agreed that in early 2021, the Director of Finance and Corporate Services would investigate the options for securing finance and that the long-term plans would be re-visited in April May 2021 with a view to making a final decision regarding private finance at this point.   

The Director of Finance & Corporate Services advised Committee that it may take approximately 6 months to get the finance in place, therefore this would allow sufficient time to progress this before completion of Elm Grove.

	RESOLUTION:  On the basis that the plans will be re-visited again in April 2021, and that the Director of Finance & Corporate Services will provide Committee with potential indicative figures from lenders, the Committee approved the 30 Year Financial Projections.

12.0 TREASURY MANAGEMENT ANNUAL REVIEW 

The Director of Finance & Corporate Services summarised the key aspects of the Committee report as follows:

· There were no proposed changes to the Treasury Management Policy, which had been reviewed and updated in 2019.
· There were excess funds in the RBS account that would require transferring to one of the other accounts in order to keep balances at less than £1.75M in line with the Policy limit. The proposal to move £1.1M was detailed in Appendix 3.
· Long term cash flows indicate that the Association is viable in the short, medium and long term.
· Private finance to fund future development would be considered in the first half of 2021, in line with the discussion had in the previous Agenda Item
· Repayments of $500k per annum would commence on the third tranche of the loan in 2021.
· Interest rate movements have little impact on the Association due to the loan portfolio being fixed. Interest payments and rates secured by the Association appear to be value for money when compared to the sector as a whole, although it was noted that the Association has not benefitted from the recent reductions in interest rates as the portfolio is fully fixed

	COMMITTEE COMMENTS/DISCUSSION:   Tom Brown requested that the Director of Finance & Corporate Services double check the Virgin Account which he had sent details of, as this was paying a higher rate than the Association’s existing accounts.

	RESOLUTION:  On the basis that the £1.1m is transferred and we come back and revisit the funds with Bank of Scotland and Santander at the next meeting, the Committee approved the Treasury Management Annual Review.

13.0 EQUAL OPPORTUNITIES ANNUAL REVIEW (DEFERRED)
[bookmark: _Hlk50644964]
RESOLUTION:  The Committee noted the deferral of the Equal Opportunities Annual Review.

14.0 SALARY SACRIFICE POLICY REVIEW 

The Director of Finance and Corporate Services advised that the policy had been updated. The only significant change was that the wording was changed to reflect the fact that employees had the choice of whether to benefit from higher net pay as a result of the savings in relation to salary sacrifice arrangements or to increase their pension contributions. This relates only to the employee NI savings. In terms of the employer NI saving, this would continue to be paid to the employee in the form of additional pension contributions.

Other changes were minor tweaks to the wording of the policy for clarification. An Appendix 2 has been added which is the EVH guidance for salary sacrifice in relation to defined contribution schemes. 

RESOLUTION:  The Committee approved the Salary Sacrifice Policy Review for recommendation to Management Committee.

15.0 COMMITTEE ATTENDANCE 2020/21 

The Chief Executive pointed out that with Bramley Eccles on leave of absence the Committee is only 4 strong.  This means that although there are 5 members, and that meets the remit, only 4 members are currently “active”, and as a result had there been more than one other absence the meeting would have been inquorate. 

COMMITTEE COMMENTS/DISCUSSION:   Margaret Baxter would enquire with Bramley regarding his current situation in relation to his current leave of absence.

RESOLUTION:  The Committee Attendance of 80% was noted.

16.0 INVOICE APPROVAL LIMITS – REQUEST FOR LIMIT INCREASE TO FINANCIAL REGULATIONS 

The Director of Finance & Corporate Services brought to the Committee’s attention the Chief Executive/Property Services Manager’s request that approval limits for some of the property services officers.  

The Financial Regulations are reviewed every January, but the situation now is that at officer level staff in Property Services who look after voids, repairs and maintenance contracts and stage 3 contracts, there are a large number of invoices coming through which are above their approval limit.  We do have a dual approval policy at the moment, whereby, the first person has to approve within their limit and then the second person approves within their limit, but with some of the invoices coming through, the officers are not able to do the first approval if the cost is above their £2.5K limit.  

This results in the Property Services Manager undertaking the first approval and the Chief Executive undertaking the second approval. However, it would seem appropriate that the member of staff who is involved in the organising of these pieces of work, should at least be able to undertake the first approval.  

The Director of Finance & Corporate Services requested that the limits be increased to £4K plus VAT for those 3 officer level Property Services Staff who currently have a £2.5K limit.  This would enable them to fulfil the first level approval and then the Property Services Manager could undertake the second level approval in most cases.

The Director of Finance & Corporate Services advised that the Financial Regulations were formally reviewed in January each year but that the circumstances which had recently come to light required earlier consideration of this particular aspect to ensure that an effective authorisation process could be brought into play.

COMMITTEE COMMENTS/DISCUSSION:   Tom Brown suggested that the FACG Committee put it to Management Committee in September 2020 to amend the Financial Regulations.  

RESOLUTION:  The Committee agreed a temporary amendment as of 11th September 2020, and that the amendment to the Financial Regulations is to be put to the Management Committee in September 2020.

17.0 A.O.C.B.

17.1	Pensions Deferment 
The Director of Finance & Corporate Services updated the Committee on the situation regarding the decision to defer for the Employers Forums later in the year.  

The proposed dates are still scheduled in for the 7th and 8th October for the Forums but there has been no booking process as yet and there has not been any official update from the Pensions Trust as yet.   

The Director of Finance & Corporate Services will follow this up and will report back to Committee.

Even if the forums go ahead in October, this would leave us limited time to get any change through to the Pensions Trust by the end of January 2021, which is the 2 months’ notice that they require for a change to pension provision effective April 2021.

If there were to be an employee consultation, and this were not complete by the end of January 2021 then implementation of any changes would have to be deferred to allow the two months’ notice to The Pensions Trust.  

The Director of Finance & Corporate Services will update Committee and if there is any communication about the dates and will then alert Susan Mackay who would be attending the forum, along with the Director of Finance & Corporate Services. 

There was no further business and the meeting ended at 7.25 pm 

18.0 DATE OF NEXT MEETING:		5th November 2020  


16th September 2020



Signed …………………………………………….. (Convenor)	    Date ……………………….
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