ITEM 4



TRUST HOUSING ASSOCIATION LIMITED

Minute of the Board Meeting held in The Board Room, 12 New Mart Road, Edinburgh EH14 1RL at 11.00 am on Thursday 30 July 2009

PRESENT:
D Blair


J Dick


I Howie


B Irvine, Co-optee


B Nicolson, Co-optee


W Palmer


P Russell


J Sillars (via video link)
IN ATTENDANCE:
L Ross, Prospective Board Member

B McDougall, Chief Executive


G Veryan, Director of Customer Services


K Craik, Financial Controller

G Gourlay, Head of Customer Services


J Marshall, Director of Financial Services


K Nicholson, Director of Corporate Services


J Wallace, Supported Housing Manager


T Mitchell, Mazars


F Smith, Strategy and Performance Manager


L Hamilton, PA

D BLAIR IN THE CHAIR

	Agenda Item
	Detail
	
	Action

	1.

1.1

1.2

1.3


	Chairman’s Opening Remarks

The Chair, David Blair, welcomed all present, especially Lynn Ross, tenant representative on the Isle of Arran Homes Sub Committee and Jenny Wallace to their first Board meeting.  He also welcomed back Tom Mitchell from Mazars who would address item 11 – Year End accounts.
He advised that a letter had been received from Dr Dorothy Smith’s husband advising of her death in May this year.  Dr Smith was a former Board Member of Kirk Care and was a former Chair for three years.  He confirmed that a letter of condolence had been sent to Mr Smith and he requested that the Board’s appreciation of Dorothy’s services to the association be recorded.

As there were no members of the public present he requested taking the three private items during the normal course of the agenda.  This was unanimously agreed.


	
	Note
Note
Approved


	2.

2.1
	Declarations of Interest

There were no declarations of interest.


	
	Note

	3.

3.1
	Apologies

K Barton, W Clarkson, P Harper, P Kinloch, E Ptolomey, D McIndoe and A Martin.

	
	Note

	4.

4.1


	Previous Minute of the Board Meeting of 14 May 2009

Decision: Approved the minute as a true and accurate record

Proposed W Palmer, seconded J Dick.

	
	Approved



	5.
	Previous Private Minute of the Board Meeting of 14 May 2009 – see private minute.


	
	

	6.

6.1


	Matters Arising

There were no matters arising.

	
	Note



	7.

7.1

7.2
	Association Membership

The Chair confirmed that two applications plus £1.00 fees had been received for Association membership, as detailed in provisional share numbers 1841 to 1842.
Decision: The applications were considered and approved and share certificates 1841 to 1842 were signed by the Chair, Vice Chair and the Company Secretary.


	
	Note

Approved

	8.

8.1

8.2

8.3
	SFHA Board and Committee Members Annual Conference

Chief Executive, Bob McDougall, confirmed that the annual conference entitled “Footing the Bill” will be held from 11 to 13 September 2009 in the Peebles Hydro Hotel.  The conference may be of particular interest to our newer Board members and if any members wished to attend on a day basis they should advise the CEO.
There were no expressions of interest declared at the meeting.

Decision: Members to advise the CEO if they wish to participate in the SFHA Board and Committee Members Annual Conference.

 
	
	Note

Note

All Members

	9.
	Kilncraigs House Options Appraisal – see private minute


	
	

	10.

10.1

10.2

10.3

10.4

10.5
	Guest Bedroom and Lounge Hire Charges 2009/2010
Head of Customer Services, Gail Gourlay, spoke to the report which was seeking approval to increase guest bedroom and lounge hire charges with effect from 1 August 2009 in line with the 2009/10 increase applied to rents of 6%.  Approval was also requested to move away from the link with rent increases in future years to take into account the Association’s overall financial position.
Wes Palmer questioned why staff and Board Members were being treated differently from tenants as detailed in the tariffs.
He proposed an amendment that “Trust employees, Board members and guests over 60 should be eligible for the reduced tariff”, this was seconded by Bill Nicolson.  A vote by show of hands was taken – for the amendment 2, against the amendment 6.
Decision: Approved 2009/10 charges being set at 2008/09 levels plus 6% with effect from 1 August 2009.

Approved future charges being reviewed and set as part of the annual budget setting process.


	
	Note

Note

Note

Approved

Approved

	11.

11.1

11.2

11.3

11.4

11.5

11.6

11.7

11.8

11.9

11.10

11.11

11.12

11.13

11.14

11.15

11.16

11.17
	Year End Accounts to 31 March 2009
The Chair confirmed that the annual accounts had been presented to the Audit Sub Committee on 9 July 2009 and had been very closely scrutinised.  He asked Financial Controller, Kevin Craik, to update all members on the year end accounts.

Kevin was pleased to present the annual accounts to 31 March 2009 to the Board for approval.  He considered it a positive report taking into account the current financial climate, detailing the following:

· An operating surplus of £53,000

· Loan covenants have been met, which is very important to achieve
· An unqualified audit report and a fairly positive management letter with positive feedback from both auditors

· Underspends on the Property and Corporate Services budgets

· Increase in percentage terms on expenditure over the increase on income

· A few large overspends on Landlord Services and Care Homes

He explained that in future we will put in place processes to provide better monitoring of energy costs, also the budget for 2009/10 was increased.  One of the reasons the overall surplus came back on line after the overspends was due to underspends elsewhere, especially on equipment replacement, however this will have to be found from the 2009/10 budget.  Also part of the cushion held on the Service Equalisation account has been removed so again close monitoring will take place on spending on housing support and landlord services.  Further details on the variances that will impact on the 2009/10 accounts will be fed back to the sub committee.
He referred to the circulated papers:

· Appendix 1 – the full accounts

· Appendix 2 – the main variances

· Appendix 3 – summary breakdown of the statutory accounts format, breaking the income and expenditure into more detail, along with a loan covenant calculation

· Appendix 4 – the Management Letter from Mazars.

He invited Tom Mitchell to make comment.  Tom advised members that as auditors there are objectives to fulfil when conducting an audit:

· Express an opinion that the accounts give a true and fair view (or not)
· Comment or note where there are differences or inconsistency between Board reports and figures that are reported and he confirmed there are no discrepancies

· Comment where the association does not keep financial reports
· Comment where auditors do not get information to report on transactions

· Information required by law for Board members and staff transactions

Jim Dick referred to previous references to pensions and remuneration suggesting that this would require examination in the years ahead.  Jack Marshall confirmed that this will happen along with a review of depreciation of properties, about which he had expressed concern.  He wished these points be highlighted.

Tom Mitchell referring to risk advised that the auditors had focused on:

· The valuation of properties to ensure that the valuation disclosed is in line with market value

· Concerns regarding the non-sale of the Glasgow office property,
· Buchanan House and Kilncraigs

· 100 year depreciation in management letter and that is currently being investigated

· Increased pressure on loan covenants and this was investigated very closely
Pam Russell commented that there has been a lot of focus on loan covenants being complied with and if associations do not meet their covenants there is a real possibility that lending could cost us more money or funding could be withdrawn totally, although this is most unlikely.

Bob McDougall commented that many RSLs are currently facing real difficulties and with a £53,000 surplus we are not in the worst position.  He referred to his article in the staff newsletter, which had been sent to Board members to let them know that the message is being relayed to staff.  George Veryan was chairing the staff meeting yesterday when this was discussed and already two emails have been received suggesting areas of savings.  It was recognised that tough decisions may have to be taken in the future.
Pam Russell suggested that the most important part of the paperwork for the Board is the Board of Management Report at the start of the accounts.  It is important for everyone to know and understand what that says.  She requested that as from next year a draft report be brought to the Board prior to putting the letter into the final accounts.  Currently staff compile the report but she was of the view that Board members should have some input.

The Chair enquired what percentage of properties have loans charged over them and the amount per property.  Director of Financial Services, Jack Marshall confirmed that the amount is approximately £4,500 per property on loans outstanding with about 30% of our properties having loans charged over them.

Decision: Noted the content of the report

Noted that the Strategy Sub Committee will received further reports on 2008/09 variances and on the implications in 2009/10 of significant variances in 2008/09.

Agreed that the annual accounts to 31 March 2009 can be recommended for approval to the members at the next AGM and be signed by the Chair, Vice Chair and Secretary.

Note the Management Letter from Mazars.
Agreed that the Letter of Representation from Mazars can be signed by the Chair, Vice Chair and Secretary.

Agreed that Mazars can offer themselves for re-election at the next AGM.


	
	Note

Note

Note

Note

Note

Note

Note

Note

Note
J Marshall/

K Craik

Note
Note

K Craik
Approved

Note

Approved

Approved

	
	The Chair thanked Tom Mitchell and he left the meeting.


	
	

	12.
	Treasury Management Update July 2009 – see private minute
	
	

	13.

13.1

13.2

13.3

13.4

13.5

13.6

13.7

13.8

13.9


	Budget Monitoring 2009/10
Jack Marshall referred to the first quarter reports for 2009/10.  These reports would normally be submitted to the Strategy Sub Committee but as the detail covers the first three months of the financial year it is considered appropriate to bring it to the Board.
Overall the accounts highlight an operating surplus of £106,000 at the end of June 2009 which is substantially above the budget of £18,000.  He also added that it was pleasing to report that our loan covenant calculation at the end of June is showing a ratio of 2.43 against a target of 1.10.

He made reference to the 2008/09 variances and detailed the up-to-date position with regard to energy, agency staff costs and furniture replacement.  In particular drawing down £200,000 from the equipment and furnishings reserve to enhance the furniture replacement budget this year.
Ian Howie referred to budget virement which should not camouflage the requirement of these figures in the next year’s budget.  It is perfectly legitimate but it indicates that something is not correct in the budget and from Board member level it is very important that budget is as accurate as possible.  Jack Marshall agreed explaining that the budget for depreciation for the current year was not correct and we are now drilling down much more in reviewing budget monitoring reports and that virement will feature more prominently in future.
Pam Russell enquired is depreciation variances are purely down to property depreciation or other aspects and asked if this could be split showing property fixed assets and other assets.  Jack Marshall replied that it is across the board and we can show the split going forward.

Decision: Noted the content of the report.

Agreed to budget to draw down £200,000 from the Equipment and Furnishings reserve to “top up” the furnishings budget to £250,000 in 2009/10 (only to be drawn down if other compensating savings are not achieved during the course of the year).
Noted that a budget virement will be processed as outlined above.

Agreed that the Strategy Sub Committee should consider an update report on variances and impact on potential out-turn at its next meeting.


	
	Note

Note

Note

Note
Note
Note

Approved

Note

Sub Committee Report 05/11/09

	14.

14.1

14.2

14.3
	Budget 2010/11 Development Timetable
Members were issued with a proposed timetable for budget development over the next five year cycle from 2010/11.

Decision: noted the content of the report.

Agreed the timetable as circulated.


	
	Note

Note
Approved

	15.

15.1

15.2

15.3

15.4

15.5

15.6

15.7

15.8

15.9

15.10
	Lochar Lodge: Transfer of undertaking and building lease
Director of Customer Services, George Veryan, reminded members of the decision taken in December 2008 to withdraw from the direct provision of residential care services and proceeded to update members on negotiations with Bield Housing Association regarding the residential care service for residents with dementia.  He also sought Board approval to enter into a lease with Bield for their occupancy of Lochar Lodge, as service provider.  He explained the position with regard to:
· The other parts of the building at Lochar Crescent which includes 27 supported housing properties and a day care service

· Glasgow City Council’s wish to see the service at Lochar Lodge continue

· Staff transfer under TUPE arrangements

· Bield’s concerns regarding projected operating deficit in their first year of operation

He further explained that the proposal is to offer to lease Lochar Lodge, initially for three years for a peppercorn rent of £1 per annum, but that Bield meet repair costs as well as providing pro rata contribution to the running costs of the whole building at 25 Lochar Crescent,  The proposed lease will fall under General Consent of Section 66 of the Housing (Scotland) Act 2001.

In order to address Bield’s concerns regarding an operating deficit in the first year it is proposed to defer contributions from Bield for Equipment Replacement and Major Repairs sinking funds for year 1.  In addition we have offered to underwrite a projected operational deficit on staff costs up to £29,389 in the first 12 months of operation.
Pam Russell enquired how many residents would transfer and was advised that the current number of places is 15.  She also referred to the deferment of contributions along with underwriting up to £20,000 suggesting that this is quite a substantial package.  She felt that we should push hard on the peppercorn rent after three years.  It appears that we are subsidising Bield and subsidising local authorities at the end of the day.  She also suggested that it may be worthwhile pulling together a financial model showing the losses we anticipate if we continue to run the service and the subsidies we are offering Bield for the Board to consider.
Jim Dick commented that he would have preferred a cleaner and clearer solution as he had concerns that after three years we will still be hanging on and if Bield do not make the service work, we will face this anxiety again.

George Veryan advised that he would be surprised if there was an extension of the lease after three years making reference to the Buchanan House scenario where the service was not re-commissioned by the Council.  At the end of the day we will have an asset and a decision will be made what we do with that asset.
Bob McDougall added that in essence we subsidise all local authorities which is a challenge across the board and we need to make local authorities aware of that position.  We need to take action to stem our losses.

Decision: noted the content of the report.

Homologated the decisions taken by officers and members in negotiations to date.

Approved the leasing of Lochar Lodge to Bield Housing Association under the terms set out in the report.


	
	Note

Note

Note

Note

Note

Note

Note

Note

Approved

Approved

	18.

18.1

18.2

18.3

18.4

18.5

18.6
	Housing Options Scotland – Annual Report to 31 March 2009

George Veryan explained that an annual report on the activities of the Joint Venture Company (JVC), Housing Options Scotland Limited required to be submitted to the Board.
He referred to a previous discussion at Board level advising that the company was to wind up, however there was a technical hitch with regard to an error relating to correct signatories and the company has not been dissolved.

SHOP has proved to be a very effective system which has offered benefits to staff and applicants across all three housing associations, whilst assisting to improve operational performance.  At this time all three housing association are committed to fully completing the development stage and to launch the public website to maximise opportunities for applicants.

Decision: Considered and noted the content of the fifth annual report of the Joint Venture Company.

Noted the concerns highlighted with regard to the performance of Scout Solutions and that discussions continue with all partners on the future role of the JVC and the involvement of Scout Solutions

Noted that an update on the position will be provided at a future Board meeting.

	
	Note

Note

Note

Note

Note

Future Board report

G Veryan

	
	George Veryan and Jennifer Wallace left the meeting.


	
	

	16.

16.1

16.2

16.3

16.4
	Draft Housing (Scotland) Bill Consultation

Strategy and Performance Manager, Fin Smith, confirmed that the draft Bill proposes changes to the previous Housing (Scotland) Act 2001 and that the new Bill is to be introduced to the Scottish Parliament in 2010.  Responses to the consultation are to be submitted by 14 August 2009.  He confirmed that as well as putting together a response on behalf of the organisation we will also contribute to the SFHA’s response.
The consultation document is split into two parts:

· Part 1 – Reforming Right to Buy – this does not have any significant implication for Trust as it does for much of the sector in general.
· Part 2 – Modernising Regulation
· The Scottish Social Housing Charter would align with single outcome agreements that have been set up with local authorities.
· The Scottish Housing Regulator – it is proposed to establish the SHR as a non-Ministerial department with its own Board.
· Performance, Value and Improvement would replace performance standards – not as yet known.

· Financial Viability and Good Governance – we are fairly well placed and SHR would be able to comment.
The Scottish Government are concerned that the term “social housing” tends to stigmatise council and RSL housing and it is seeking a new term.
Decision: Noted the content of the report.


	
	Note

Note

Note

Note

	17.

17.1

17.2


	Corporate Strategy: Exception Report
Fin Smith explained that there are three minor points to raise with regard to the Corporate Strategy:

· Timescales related to the identification of council areas in which we are operating at a deficit are unlikely to be met – reference objective SH02.

· Some slippage on timescales related to procurement and the implementation of Open Accounts – reference objective FS09.

· There will be some slippage on timescales related to the creation of a centralised void team – reference objective PR03.

Decision: Noted the content of the report.


	
	Note

Note

	19. 

19.1

19.2

19.3

19.4

19.5
	Procurement Resourcing
Director of Corporate Services, Kenny Nicholson, requested members’ approval to a change in the staffing establishment to better resource the procurement function within the association.

He explained that as an organisation we need to give a stronger and clearer focus on achieving compliance with legislation and best practice in procurement.  The current Corporate Services Officer post currently undertakes procurement of commodities and services for office related items and the postholder is studying towards the Chartered Institute of Purchasing and Supply Diploma.

With the establishment of the Team Leader post within Corporate Services it is proposed that we delete the post of Corporate Services Officer from the staffing establishment and create the post of Procurement Officer on the same grade, with the current postholder undertaking the duties associated with the new role on a formal basis.  It is also proposed that the Procurement Officer post should report directly to the Director of Financial Services.

Decision: Approved the change in staffing structure by establishing the post of Procurement Officer and deleting the post of Corporate Services Officer.

Agreed to receive future reports on compliance with EU legislation and on efficiency savings gained through better procurement.


	
	Note

Note

Note

Approved
Future reports

	20.

20.1

20.2

20.3
	Care Home Staffing Update

Kenny Nicholson confirmed that he and Jennifer Wallace had met with Lochar Lodge Care Home staff the previous day and a further meeting has been arranged on 14 August 2009 to introduce the staff to Bield Housing Association.  There are currently seven permanent staff vacancies which are being covered by bank workers, part-time staff undertaking additional hours and agency staff.

The situation at Kilncraigs House is less certain at this stage with no alternative service provider having yet been identified.  There are currently two remaining Care Officer vacancies which are in the process of being advertised.  Staff have been advised of the loyalty retention payment scheme, as approved by the Operations Sub Committee.

Decision: Noted the content of the report.


	
	Note

Note

Note

	21.

21.1
	Previous Minute of the Operations Sub Committee of 4 June 2009

Decision: Noted the content of the minute.


	
	Note

	22.

22.1
	Previous Minute of the Isle of Arran Homes Sub Committee of 18 June 2009

Decision: Noted the content of the minute.


	
	Note

	23.

23.1
	Previous Minute of the Audit Sub Committee of 9 July 2009

Decision: noted the content of the minute.


	
	Note

	24.
24.1

24.2

24.3

24.4
	Deferred Items

Employee Benefits – will remain on the list.
Revised Budget 2009/10 – 2013/14 – will remain on the list.

Board Membership – will remain on the list.

Decision: Agreed that all three items shall remain on the list.


	
	Note
Note

Note

Approved

	25.
25.1
	Any Other Competent Business

There were no further items of business.


	
	Note



	26.
26.1

26.2

26.3
	Registers for Signing

The Chair advised the Board of two entries within the Schedule 7 Special Exceptions Register.  Details were available for Members inspection.

The Chair advised that there were no entries within the Section 66 of the Housing (Scotland) Act 2001 - Disposal of Land or Property Register.
Decision: The Chair signed the registers.


	
	Note

Note

Note

	27.
27.1
	Date of Next Meeting

The next meeting will be held on Thursday 3 September at 2009 at 10.30 am.

	
	Note


1
12

