AGENDA 03

Minutes of Finance and Risk Committee (FRC) Meeting
Held on Thursday 30 November 2023 via MS Teams

Present: Anthony Gillespie (Chair) David Welsh
Campbell Whyte
Brian Reilly

In attendance: Heather Kiteley CEO
Ngeme Ntuli, Director of Group Finance and Business Support
Kevin Wilson, Housing Services Manager
Alison Petretti, Business Support Officer (Minutes)

Guests: Siobhan Archibald Wylie + Bissett

ACTION

The Chair welcomed Mr Welsh, Harbour Homes Chair, to his first
Finance and Risk Committee meeting.

1. Election of Chair

The CEO advised the Chair needed to be appointed on an annual
basis.

The Committee agreed unanimously that Anthony Gillespie was
appointed Chair.

2. Apologies
Received from Jim Sherval and lain MacPhail
3. Declarations of Interests

No declarations of interests.

4. Minutes of Meeting Held on Thursday 13 July 2023

4.1 Proposed by Brian Reilly and seconded by Campbell Wyte.

4.1.2 Matters Arising - The Group Director of Finance and Business
Support

4.1.2.1 Point 5.2 referencing extending “internal audits to our subsidiaries”?

4122 Management exploring audit areas in HMT initially. No urgent need to
extend audit to HL and HC.
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Point 7.6 Update on Harbour Multi-Trades

The Board were advised there was a likeliness of an impairment
situation with a loss of £327k to October 2023. Our net assets are
below the £1million mark now and we are in a difficult position of
convincing the external auditors there is no impairment.

The Harbour Multi-Trades Board are meeting with the Directors on
Thursday 7 December and have advised the requirement for a
recovery plan. The Board will be meeting more regularly to agree and
implement the plan moving forward.

A Business Analysist is working with Harbour Multi-Trades to review
processes and improve these moving forward with the new digital
system.

Mr Whyte, Chair of Harbour Multi-Trades advised there has been no
improvement to the Harbour Multi-Trades position from last year.
There are various elements and some cultural. We need to ensure
Harbour Homes and Harbour Multi-Trades work more collaboratively
and effectively together as part of the group. Cost savings and some
serious decisions need to be made.

In response to a question “are the existing contracts not profitable™?

The CEO advised there is a variety of reasons, and the Board are
working with the Directors to improve the situation. The main issue was
that the delivery of the contracts was not efficient.

Harbour Multi-Trades have old accounting systems. Unfortunately, a
legacy issue from previously being a private company.

The new digital system in April will improve processes and will be
consistent across the group.

In response to a question “worst case what is the size of the
impairment”?

The impairment would be around £1 million if the last ‘earnout’
payment under dispute is not remitted.

Point 8.5 referencing “how better interest rates could be achieved”?

Once we have a final completion date for Plot S we will know how much
excess funds are available, we can then have discussions with our
Treasury Advisor.

Point 9.4 Insurance Policy Cover “keeping money in the safe
overnight™?
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Our insurers have advised our policy covers the value of cash kept in
the safe. As of 1 April 2024, the office will no longer accept cash.

The Chair thanked the Group Director of Finance and Business
Support for the updates.

Noting of Matters Approved of Papers Issued in Between Meeting
(verbal) — Group Director of Finance and Business Support

Extension of Internal Audit and Treasury services contracts by one
year beyond the end of the contract date and postponement of 3
internal audits from November 2023 to 2024. Issued: 11 September,
approved by email 11-15 September.

The Committee noted the approved paper.

Any Suspected Frauds to Report since the last Meeting
None

The Committee noted the update.

Review Internal Audit Reports — Ms Archibald Wylie Bisset and
Harbour Homes Housing Services Manager

Damp and Mould Report

Ms Archibald discussed the report and highlighted points for
administrative review, see below:

» Completion of Inspections — A formal process to be developed.

» Updating of Website — Groups key responsibilities, Damp & Mould
Policy to be added

» Update Tenant Handbook to reference the website

The Housing Services Manager advised his team would be working
through the recommendations.

The Housing Services Manager advised there were no known
developments with mould or damp issues, any repair calls that mention
mould or damp are actioned immediately and monitored. We find that
most repairs are for condensation. Equipment has been purchased
and used in properties to monitor moisture levels. We have found from
discussions with tenants that 95% of repairs were due to living
conditions.

The Committee were comforted to hear there were no specific areas
for concern.

A substantial report was given.
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Payroll and Expenses Report

Ms Archibald advised this was a strong report with no
recommendations for improvement.

[Ms Archibald, Mr Whyte and Mr Wilson left the meeting at 5.50pm]

Review Outstanding Audit Actions — Group Director of Finance &
Business Support

Recommendations made from the Internal Audit are added to the
Outstanding Audit Actions and remain until completed or removal
approved by Finance and Risk Committee.

The actions were discussed and agreed. The Committee were
advised the majority will be cleared by the next meeting on 1 February
2024.

The Committee noted and reviewed the Audit Actions.

Approve/Review Treasury Report/Treasury Policy - Group
Director of Finance & Business Support

The Treasury report shows the rolling cashflow projection for 12
months anticipates cash to drop to £11,816k due to the on-going
development works. Cashflow tests are passed indicating sufficient
liquidity.

The Treasury policy has no substantive reviews. The changes are due
to the updated CIPFA Treasury Management Code of Practice, and
cross sectoral guidance notes, 2021 edition.

Discussions took place regarding the amendments to the policy and
the Committee agreed to remove draft items 4.4.15 and 4.8.11.

The Committee reviewed and approved the report and policy

Review Harbour Homes Risk Register — Group Director of Finance
& Business Support

The Risk Register is updated and reviewed by Operational Managers
and Directors. Currently there are six strategic risks with moderate risk
exposure score.

The Committee discussed the risks and recommended the below:

Remove from the Risk Register
Risk S4 Public Spending Cuts/Government Austerity Measures.
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Risk S6 Build Costs and Inflation and Increases for Sites from other
RSLs and Private Companies.

General refresh of risks to ensure that dates are correct etc.
Risk S8 — Amend the date from March 2023 to March 2024.
The Committee reviewed the register.

Agree any items to bring to the attention of the Harbour Homes
Board (verbal) — Chair

None
Any Other Business (verbal) — Group CEO

The Finance and Risk Board will be asked to approve the Harbour
Multi-Trades budget for 2024/2025 and could review the Harbour Multi-
Trades Recovery Plan at the Board meeting on Thursday 1 February
2024.

Update on Development Team and Consultations

As members of the Finance and Risk Committee all sit on the Harbour
Homes Board, they had already received a development update at the
meeting on Thursday 23 November.

The Finance and Risk Committee Board were reminded about the in-
principle discussion at the July Board meeting referencing the
“‘potential changes to staff terms and conditions”. The points to
consider consulting on are listed below:

» Spot Salaries vs Grading Structure

» Four day working week vs pay increase in 2024/25
» Review of other Terms and Conditions

» Use of Office Space

The points mentioned to the Finance and Risk Committee Board were
discussed with the HR and Finance managers initially and it was
agreed to plan consultations and work up budget scenarios for reduced
rent increases, the four-day working week, spot salaries and review of
other T&Cs.

It was agreed that the office space discussion should follow and
happen in-line with the next strategic plan by which time the use of all
the offices due to hybrid working and potential four-day week will be
better known.

It was agreed to first consult with tenants on their rent increase to get
an indication as to whether they were willing to sacrifice some level of
service in return for a lower than inflation rent increase, mentioning
as one possible example a four-day working week.
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ACTION

12.8 The Harbour Home Board approved an increase of 5% for social rent
on Thursday 23 November 2023. The tenants indicated during the
survey that they are willing to sacrifice some level of service in
exchange for a lower than inflation rent increase.

12.9 The total budget for salary increases in 2024/25 has been restricted to
5%. This means that we need to consult with staff on ways to restrict
the salary increase to 5% when the current policy for the majority of
staff includes an annual cost of living award being applied to a salary
grading structure plus an incremental rise for those not yet at the top
of their scale. The challenge being that before even applying a cost-
of-living increase, the incremental rise would cost more than 5%.

12.10 The proposal put to Joint Consultative Committee is therefore:

> Managers (Grade 1) removed from the grading structure and put
onto spot salaries meaning no increment would be paid (this will
require an individual consultation process).

> All employees, from grades 6 to 2, who are due an increment will
receive their increment. This averages as an increase of between
4.5 and 5%. There would be no additional ‘cost of living’ rise on top
of this.

> All employees at top point of grading structure will receive a 1%
increase.

> All employees on spot salaries will receive a 1% increase and roles
will be benchmarked in April 2024 to ensure they remain in line with
50t percentile (i.e. not being paid less) and any necessary
adjustments will be carried out.

> Sheltered Housing Cleaners will receive the relevant increase
required to ensure they remain in line with the Scottish Living
Wage.

> Harbour Cleaning Team Operatives will receive the relevant
increase required to ensure they remain in line with the Scottish
Living Wage.

> Feedback to GLT by Friday 15 December.

12.11 The proposal would keep the overall total salary cost increase within
the 5% budget assumption (restriction). The benchmarking at August
2023 indicated that the majority of posts were above the benchmark
and indications from others are that their salary increases would still
keep Harbour Homes salaries competitive from 1t April 2024 so it was
felt the proposal was a suitable one.

1212 A brainstorming session will take place with managers to discuss a
four-day working week model. Initial indications are that we wouldn’t
want to / couldn’t use the 4-day working week to offset a salary
increase this year due to the complications. We also have MRI going
live in April and would prefer to do a trial in summer once the new
system is up and running and we can provide the self-service facility
to tenants. This would require consultation with staff and tenants first,
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ACTION
after first having the approval of the board or Finance and Risk
Committee Board. An update will be given at the 1 February 2024
meeting.
12.13 The office space was discussed. Currently Admiral House and
Granton House have long-term leases and we own Constitution Street.
The office space will be discussed in-line with our next strategic plan,
by which time we will have monitored how busy the offices are.
12.14 Consolidating the office space, is something to be looked at in the long
term taking into consideration the parking for company vans.
13. Date of next Meeting
Thursday 1 February 2024 at 5pm on MS Teams
The meeting closed at 7pm
Actions Arising from Meeting
Item Action Management
Response
Risk S4 Public Spending Cuts/Government Austerity Measures. Removed NN
Risk S6 Build Costs and Inflation and Increases for Sites from other | Removed NN
RSLs and Private Companies.
Risk S8 Amend the date from March 2023 to March 2024. Updated NN
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