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MINUTES OF THE FINANCE, AUDIT & CORPORATE GOVERNANCE COMMITTEE MEETING OF 10th JUNE 2021 (HELD VIA MS TEAMS)

		Present: 		1.  Susan Mackay (Convenor)
					2.  Margaret Baxter
					3.  Tom Brown 
					4.  Graham Collie
					5.  Aileen Crichton
											 		
In Attendance:	George Tainsh, Chief Executive
Anne Smith, Director of Finance & Corporate Services / Depute Chief Executive 
Andrew O’Donnell, Azets (item 6.0 only)

1.0 RECORDING OF MEETING 

RESOLUTION:  Committee approved that the meeting be recorded.

The Convenor advised that Agenda Item 6.0 would be taken first.

Susan Mackay welcomed Andrew O’Donnell from Azets to the meeting.

6.0 INTERNAL AUDIT REPORTS 

6.1 Follow Up Report 
[bookmark: _Toc325030989]Andrew O’Donnell from Azets highlighted the purpose of the report and confirmed that they carried out a follow-up review to establish the extent to which action plans from internal audit reports had been implemented as agreed.
 
Andrew confirmed that such reviews are performed to provide Ochil View Housing Association management and the Finance and Audit & Corporate Governance Committee with assurance that previously agreed internal audit actions have been implemented appropriately.

In conclusion, Andrew confirmed that the Association had made very good progress and of the five that were open there had been good work to assess those as partially complete.  If we had looked at this a month later, the majority of those would have been closed off.

The Director of Finance & Corporate Services advised Committee that the items that were partially complete we had made some headway, e.g. the starters and leavers process has been partially completed in that the forms have been updated, we still have to adjust the Policy.  Some of the IT actions to have regular agenda items with TSG and that happened at our last update meeting with them and that will be ongoing.  Things like the generic accounts will be reviewed as part of the quarterly update meetings that we have with them.  In relation to the three random word passwords, we want to speak to TSG about this further as we were unsure how we could “police” that.  The outstanding items would be followed up as soon as possible.

The Chief Executive advised that the one outstanding item was risk management training as it had been difficult to source any formal training.

COMMITTEE COMMENTS/DISCUSSION:  Graham Collie enquired whether Azets had any recommendations.

Andrew O’Donnell advised that Azets, (previously Scott Moncrieff), were supposed to carry out the training around 18 months ago, but the person who facilitated the training had since left the company.

	ACTION: Issue of Risk Management training to be discussed with the Director of Finance and Corporate Services.  

	Andrew O’Donnell



COMMITTEE COMMENTS/DISCUSSION:  Tom Brown commented that the recommendations were all quite sound and we are making good progress.

6.2 Annual Report 2020/21 
Andrew O’Donnell explained the purpose of the report and that this would be the report on which External Auditors would take assurance about the Association’s internal audit work and concluded that in the opinion of Azets that the Association has a framework of controls in place that provides reasonable assurance regarding the organisation’s governance framework, effective and efficient achievement of objectives and the management of key risks. 

In Azets opinion, Ochil View Housing Association has an adequate and effective framework of governance, risk management and control, subject to the specific improvements they identified in specific aspects of governance which as part of the Business Continuity Planning and IT Health Check reviews completed in 2020/21.  

The Chief Executive commented that he takes the internal audit opinion statement and include it in the Corporate Management Plan to show that there is a third-party opinion in terms of the status of our internal audit programme.

COMMITTEE COMMENTS/DISCUSSION:  Susan Mackay enquired in relation to page 10 of the Annual Report and the category Quality Assurance and Improvement Programme which was showing that Azets partially conformed.  

Andrew replied that this appendix was Azets internal assessments, with the external assessments being every five years, the last external one being carried out in 2018. 

COMMITTEE COMMENTS/DISCUSSION: Susan enquired whether there was anything coming out of the quality assurance and improvement programme or the co-ordination and reliance that will change things for the Association.  

Andrew O’Donnell replied that there was nothing that would change how they would deliver or report an audit. 

COMMITTEE COMMENTS/DISCUSSION:  Susan Mackay enquired whether Azets have timescales to move from partially conforms to fully conforms.   

Andrew O’Donnell replied that the exercise will be re-assessed in August 2021.

COMMITTEE COMMENTS/DISCUSSION: Susan Mackay commented that in last year’s Annual Report the co-ordination with the other assurance providers was the one partially conforms area as well.  Therefore, it would be good to understand once Azets are at the stage of generally conforms, what changes have been made to get there.

6.3 Internal Audit Plan 2021/2022 DRAFT 
		Andrew O’Donnell advised Committee that in discussions with the Director of Finance and Corporate Services, they had talked about the areas that Azets should be focussing the audits on during the year to find out any organisational priorities and risks.

		The Board had been keen that Azets look at the Annual Assurance Statement every year, and Andrew understands the rationale for this, but from an internal audit perspective, Azets have already looked at it over the past two years and there have been minimal findings and recommendations coming out of those reviews.  Therefore, he advised the Association may get more value in looking at Freedom of Information or another area.

The Director of Finance & Corporate Governance commented that for the Committee’s benefit, the three we were looking at were:

· Financial Systems Health Check 
· Annual Assurance Statement
· EESHH Audit

The EESHH Audit was carried forward from the previous year, so it would be safe to say that we would want to have this carried out in this current year.

There were no financial systems checks in the year to 2021, so we should be carrying this out in the current year.

	She stated that, in regard to the Annual Assurance Statement the Association did decide originally that we did want to get this checked every year, but as we now have had two years with good outcomes, and we wondered if FOI would be something to look at or anything else that the Board would wish to consider.

	COMMITTEE COMMENTS/DISCUSSION:  Tom Brown commented that FOI had been remarkably quiet and perhaps we could park that -he wondered whether it was too early to ask internal audit to have a look at Mobysoft as this was a major investment for the Association.

The Chief Executive felt we were a year too early to include an internal audit on this and the Director of Finance & Corporate Services was in agreement with this as Mobysoft would not be up and running until September/October.

The Director of Finance & Corporate Services advised that regarding FOI, the Association had had a few requests, but that internal audit might be more about the internal processes and what information we have on our website etc.  

	The Chief Executive agreed regarding the Annual Assurance Statement as we have had two audits, one on the process and one on the evidence, in terms of the focus of it.  The question he would ask would be what focus there would be the next time if we have done those two key aspects.  It may be that this audit should be intermittent rather than every year.

	COMMITTEE COMMENTS/DISCUSSION: Susan Mackay agreed that it would make sense to leave the Annual Assurance this year and wondered if anyone had any thoughts about what internal audit could look at instead.  

	Susan Mackay did think there was logic to looking at FOI in terms of getting assurance.

	The Chief Executive advised Committee that the Property Services Manager and Housing Services Manager had been advised and there was nothing from their areas that were requiring to be looked at instead.

	COMMITTEE COMMENTS/DISCUSSION:  Graham Collie felt that it was important that EESSH was audited. Graham enquired about fire safety or are we a bit too early as it has been extended into 2022.

	The Chief Executive felt that it may be a bit early, and he was reasonably assured that the completion of the contract that we have on site completes that before the deadline, but this will be checked at some point going forward.

	RESOLUTION:  On the basis that the FOI will substitute the Annual Assurance Statement in relation to the Internal Audit Plan, the Internal Audit reports were approved by the Committee.

Andrew O’Donnell left the meeting at this point.
2.0 APOLOGIES

	There were no apologies.

3.0 DECLARATIONS OF INTEREST

	There were no declarations of interest.

4.0 MINUTES OF FINANCE, AUDIT & CORPORATE GOVERNANCE COMMITTEE MEETING OF 18TH FEBRUARY 2021 

	RESOLUTION:  The revised Minutes of the previous meeting of 18th February 2021 were approved. 

5.0 MATTERS ARISING 

There were no matters arising.

7.0 SCHEDULE OF MEETINGS 2021/2022 

RESOLUTION:  The Committee noted the Schedule of Meetings 2021/2022.

8.0 Q4/YEAR END MANAGEMENT ACCOUNTS 2020/21 

The Depute Chief Executive summarised the key aspects of the Committee report as follows:

· Year-end Management Accounts had already been approved by the Board
· Surplus for the year was substantially ahead of budget, due to lower costs as a result of Covid restrictions

RESOLUTION:  The Committee noted the Q4/Year End Management Accounts 2020/2021.

9.0 Q4/YEAR END PERFORMANCE MANAGEMENT REPORTS 2020/21 

The Depute Chief Executive summarised the key aspects of the Committee report as follows:

· Two KPIs were not met over the course of the year: void rent loss, due to extended void periods as a result of Covid restrictions; borrowed monies as a % of cost of assets, due to lower capital investment than expected again as a result of restrictions in place
· Four Operational Indicators were not met over the course of the year: void costs per unit, as a result of increased decoration costs and fewer former tenant recharges; gross loan debt per unit, due to number of housing stock units being lower as off the shelf purchases target was not met; net interest per unit, due to lower-than-expected interest rates on deposits; planned maintenance spend as a result of Covid restrictions 
· Despite the loan to debt to cost of assets target not being met, both covenants were comfortably met in terms of the RBS requirements

The Chief Executive pointed out that if anyone was cross referencing from the Corporate Year End KPI’s and the Finance KPI’s, he has introduced a little bit of latitude with some targets, as they had only marginally failed. 

RESOLUTION:  The Q4/Year Performance Management Reports 2020/21 were approved by Committee.

10.0 Q4/YEAR END DEPARTMENTAL PLAN REVIEW 2020/21 

The Depute Chief Executive summarised the key aspects of the Committee report as follows:

· Over the course of the year all planned tasks have been completed, although a couple of tasks had been completed a quarter late.

RESOLUTION:  The Q4/Year End Departmental Plan Review 2020/21 was approved by Committee.

11.0 FINANCE AND CORPORATE SERVICES DEPARTMENTAL PLAN 2021/2022 (1st Draft Enclosed) 

The Depute Chief Executive summarised the key aspects of the Committee report as follows:

· The plan is in a very draft format – it has been issued the F&CS team, but discussion will not take place until the next team meeting
· Key tasks planned or 2021/22 were outlined to the Committee

COMMITTEE COMMENTS/DISCUSSION:  With regard to the telephone system change over, Graham Collie advised that his workplace had switched to using Teams instead of phones.  Their desktop phone numbers have now been allocated to their Teams profile, so they can answer internal calls through Teams on their laptop or if you have the app on your phone, you can pick it up through that too.  

The Depute Chief Executive advised that this has been mentioned to her previously, and most association staff have got work mobiles, so perhaps we could be looking at that, but either way this will be quite a big project that will have to meet our requirements.

The Chief Executive commented that there were a few projects in the plan that would take quite a bit of time.

COMMITTEE COMMENTS/DISCUSSION:  Margaret Baxter asked what SONIA stood for.

Graham Collie replied that it stood for Sterling Overnight Index Average, and it is based on what interest rates banks pay to borrow sterling.

RESOLUTION:  The Finance & Corporate Services Departmental Plan 2021/2022 (1st Draft) was approved by Committee.

12.0 REVIEW OF INSURANCES 

The Depute Chief Executive summarised the key aspects of the Committee report as follows:

· All insurances were in place from 1st April 2021
· Appendix 1 details the cost of the various policies – although the cost has increased year on year, it is still substantially less than the Association was paying prior to the retender exercise
· The policies still look they are giving value for money – and as the contract with the housing insurance provide was for up to 7 years, if was agreed that there would be no value in retendering at this stage.

RESOLUTION:  The Committee noted the Review of Insurances and approved that we will not be retendering the service for April 2022.

13.0 5- AND 30-YEAR FINANCIAL PROJECTIONS 

The Depute Chief Executive summarised the key aspects of the Committee report as follows:

· Assumptions were detailed in Appendix 5
· In terms of development, the plan assumes the 33 units at Elm Grove are funded by private finance – although it was noted that the sensitivity analysis (Appendix 4) showed that this was not essential in terms of long-term cash flow
· 29 units at Brook Street, Alva have been included in the 5-year plan, although talks are at an early stage
· Eight off the shelf purchases are forecast for each of the first 5 years
· It is assumed therefore that a total of 102 units are added in the next 5 years
· Staff costs include the employer funding the full increase in DB pensions costs and the current staff structure and assumes past service deficits are paid until February 2023.
· Cash is at its lowest point in 2027, with £3.6M in the bank
· Loan Covenants are met comfortably throughout the plan
· Cash flow shows a very comfortable cash position going forward 

The Chief Executive advised the 29 development units are based on the indicative development programme.  It is still early days, but that has been the indication from Kingdom, and if it’s not Brook Street, we would be hoping it would be a development of a similar size. 

COMMITTEE COMMENTS/DISCUSSION:  Tom Brown commented that he was keen to take out the private finance for Elm Grove for two reasons.  One was because the interest rates are so low and we are starting to see saving rates move ever so slightly, so that may be an indication of what is to happen.  

The other reason was that if we have the private finance secured, that puts us in a very strong position to tackle future developments from our own resources, where others might not be able to do so. We could step in and take on new development work at the drop of a hat, without the worry of whether finance is available.

Whilst there might be a cost to that, in terms of paying some early interest, there may be savings, and it may open more doors for us.

COMMITTEE COMMENTS/DISCUSSION:  Susan Mackay agreed with Tom’s comments and did think that there was a benefit to taking the loan financing at present.  Coming up for year 6, without the loan financing the cash position is still acceptable, but for Ochil View this is low, and it is that reassurance of having that money in the bank, and it will put us in a strong footing in three or four years that others may not be in.  She appreciates there is a cost overall, but we would be securing the finance at low rates which are presently available.

COMMITTEE COMMENTS/DISCUSSION:  Tom Brown also commented that public finances are going to be a challenge after Covid and the route out of recession would be for the government to kick-start the economy in some way by having significant public investment right across the board, including housing.

COMMITTEE COMMENTS/DISCUSSION:  Graham Collie echoed both Tom and Susan’s view and he commented on the not insignificant spend we are going to have for EESSH 2.  

Graham commented that we will be required to reduce emissions by 75% by 2030 and so we are going to have to plan for that, so the money in the bank seems like good sense. 

[bookmark: _Hlk74566906]COMMITTEE COMMENTS/DISCUSSION: Aileen Crichton commented that she agreed that it would make sense to borrow monies when the rates are low.

The Chief Executive commented that the Association will have some additional costs going forward that we are going to have to be able to deal with and having the comfort of the cash would be good. 

The Depute Chief Executive commented that she had had a couple of conversations with lenders, and she will go back and get some indicative rates from them.  

Committee noted that the current lender would require to update the loan covenants and agreements, and this would need to be considered carefully.

	ACTION: A further report is to be presented to the F, A&CG Committee in July 2021 on indicative terms
	Depute Chief Executive



The Depute Chief Executive also mentioned that the Property Services Manager the issue of windows had been discussed at the Customer Services Committee on 3rd June 2021 particularly the about options for changing windows specification to uPVC. If this were to happen, then the cost of component replacement of windows would dramatically decrease, with savings of possible £2M plus in the 30-year plans.

This has a big impact on the long-term plans, and that would mean that if that extra money were to come back into the Business Plan, that would give us some extra leeway for EESSH or other legislation/requirements that come along.

COMMITTEE COMMENTS/DISCUSSION: Graham Collie advised that he was at the Customer Services Committee meeting where the windows were discussed, and the proposal was to potentially extend the life of the windows for up to 45 years with ad-hoc repairs or replacement of glazing etc.  

There was a bit of resistance moving from timber to UPVC from some Committee members and it may be worth doing a bit of training to expand the knowledge a bit and on the environmental impact on moving to UPVC.  

Graham Collie did think there was a bit of a journey to bring Committee members along, but the benefits of the reduced costs are second to none and may be something we require to look at in further detail. 

RESOLUTION:  The 5- and 30-Year Financial Projections were approved by Committee.

14.0 ELM GROVE FUNDING REPORT (DEFERRED)

	RESOLUTION:  The Committee noted the deferral of the Elm Grove Funding Report.

15.0 SHAPS PENSION REVIEW (DEFERRED)

RESOLUTION:  The Committee noted the deferral of the SHAPS Pension Review.

16.0 COMMITTEE ATTENDANCE 2019/2020 

RESOLUTION:  The Committee Attendance of 89% was noted.

17.0 A.O.C.B.

17.1 SHAPS Event
The Depute Chief Executive advised Committee that Teresa McNally had e-mailed to advise that there was an EVH/SHAPS event on Tuesday, so Teresa can no longer make the Pension Update meeting, and wondered if anyone else wanted to take her place.

Aileen Crichton advised that she would take Teresa’s place.  

The meeting concluded at 7.10 pm.

18.0 DATE OF NEXT MEETING: 	15th July 2021 (Susan Mackay tendered her apologies for this meeting).




15th June 2021



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