Finance subcommittee
Monday 5™ February 2024
Key points and actions

1.0 PRESENT:
Bola Akinwumi, Jean Davies, John Paul Lynch, Christine Parsons, Peter Skelton

Berni McEwan, Majda Pamic

2.0 APOLOGIES:

Yuan Potts, Clive Shaw

3.0 DECLARATIONS OF INTEREST:

None

4.0 REVIEW OF FIRST DRAFT OF BUDGET

Berni McEwan presented the headline report describing the first draft budget for 2024/25. This
showed total income up 1.9%, but income excluding the highly variable homeowner contributions to
major works up 9.2%. Draft expenditure is up 10.3%.

Yuan Potts had supplied some questions on inflation rates used in the budget:

Why was September 2023 general inflation (CPIH) being used when it is currently 4.2% and
expected to fall to around 2% in the summer?

Inflation is the amount prices have gone up in the last 12 months. If you take the inflation from the
same time each year, it will reflect what happens in the wider economy. Budgets are normally set on
the September inflation figures, based on this being halfway through the year. If we moved to a later
inflation rate, this would mean budgets would miss some of the increase that occurred since the last
budgets were set. Governments also use the September inflation rate to set benefits and state
pensions.

Why are district heating gas prices budgeted to go up by an additional 10% on top of a 180%
increase in the last two years?

Southwark Council purchase fuel for district heating systems as part of a consortium through Kent
County Council called Laser energy, one of the largest energy buying organisations that provide over
200 public sector bodies. This has delivered very competitive energy prices consistently lower than
retail market rates. IMB residents are benefiting from the government’s energy bill discount scheme
(EBDS) in 23/24 that has capped the price charged for fuel to district heating systems to a level lower
than market rates. Although wholesale prices are falling, they are only expected to fall to 10% above



the cap that is currently in place. The EBDS system is currently expected to end at the end of
2023/24, so the cap is expected to be removed and the IMB pay at the higher market rate.

Building cost inflation at 9.9%: whilst it is normally higher than general inflation, why is building
cost inflation not considerably lower?

The JMB takes building cost inflation reflecting the inflationary uplift in repairs and major works
contracts that are based on industry standard inflationary indices. These figures were supplied by
the Property Services Manager prior to his departure.

Inflation assumptions in this draft budget will be reviewed before the final draft budget is produced.

Staffing costs make up 25% of income. These are currently up 3.9% from 23/24 budgets, but the final
draft budget will increase the inflationary provision to 5% in line with advice from the group for
housing CEOs.

5.0 REVIEW OF INCOME AND EXPENDITURE CHANGES TO BUDGET ABOUT £5,000
Key points raised were:

1. Need review of use of recruitment agencies who cost a lot of money and do not always send
the right people to the JMB. Recruitment mix should include direct advertising. Referred to
staffing subcommittee.

2. Collection rates are critically important as budgets tighten. Are RSOs focusing on rent and
service charge collection? Referred to Deputy Manager & RSO manager with responsibility
for RSOs

3. The treasurer had asked why bank interest was based only on getting interest on £1 million.
Currently struggling to get any response from JMB bank on adding bank interest to our
accounts. Also struggling to get the bank offering notice accounts with better rates to
respond. The budget is set using reasonable estimates of income. Hoping by the time the
final draft of budgets are presented that there is more clarity on savings rates.

4. Why have the Hamilton Square major works gone on so long? Leaseholders are paying for
the works and the project should be finished by now. In the meeting the provision in finance
budgets for ongoing works on this project were shown. Referred to major works
subcommittee.

5. Note the anticipated saving on estate gas for Joyce Newman House when supplied meter
readings are applied. As soon as legal advice received and actual gas bills are applied, need
to communicate with residents about costs and payment arrangements.

6. Finance subcommittee asked for a list of what services and overheads the JMB pays
Southwark Council for

7. Concern about cost of disrepairs. Attendees stated that firms are door knocking and cold
calling residents looking for legal disrepair cases. Directors are trying to encourage residents
to give the JMB time to fix disrepairs, but this is a hard line to maintain in cases where
disrepairs are not resolved quickly. Referred to Head of Service for Assets and Repairs
Manager.

8. Request that estate / block lighting replacements are done with LED lighting and where
appropriate motion sensors to reduce bills to tenants and leaseholders. Referred to major
works subcommittee.



9. There is gossip about the JMB running into financial difficulties as the bathroom
replacement programme has been put on hold to prioritise safety works. Request for letter
to go out to residents explaining that budgets are still there for major works, but priorities
have changed. Referred to CEO.

6.0 OPTIONS FOR REDUCING THE FIRST DRAFT BUDGET DEFICIT

1. Covering the cashflow drop in income from leaseholder contributions to major works with
reserves. The drop is caused by a timing issue relating to new major works schemes and
clearing the backlog of major works final accounts. The group understood the reason for
covering this with reserves in 24/25 as long as it remains a cash flow issue for one year, not a
permanent drop in the budget.

2. Proposed repairs savings in budget of £230k accepted. Agreed approach to bring in an
appropriate voids standard, bring some voids inhouse for the DLO to deliver, and stripping
out one-off work covered in budget 23/24.

3. Saving when gas costs for Joyce Newman House based on readings not estimates agreed.
More information on this should be available for the final draft budget

4. One off holding back of TRA estate works allocations: there was a lot of concern about this.
Attendees felt that these budgets were essential as the JMB had no other funds for estate
works that residents felt were important, especially as major works budgets were being
focused entirely on building safety and other critical works. Works funded have generally
not been nice to have works but works important to residents. Happy to move to spend
allocations within a year, not continue to roll any underspends to next year, possibly holding
money for one year for TRAs that are not currently recognised. Request separate report to
board if this suggestion remains in the final draft budget.

5. Additional £126k reduction in major works budget. Concern about a cut to the major works
budget unrelated to cash flow reasons. Stock condition survey should focus major works
programme, but there is expected to be a large backlog in early years. Understand that a
budget surplus can feed future reserves releases, but concerned about cutting major works
budget in 24/25, to produce future year surpluses to fund major works in future years.

7.0 REQUEST FOR £10K RELEASE FROM DIRECTORS CONTINGENCY TO FUND PLAYCOURT
REPAIRS

Insurance required repairs. Release agreed in principle, but attendees asked to see list of works
covered first.

8.0 DETAILED NOTES FOR MEETING

Attendees were happy to have the detailed notes for all budgets changing more than £5k, with the
meeting focusing only on the larger more material changes. Attendees are then informed and able
to ask questions about the smaller changes if required.

9.0 TIMINGS FOR FUTURE MEETINGS



Agreed to stick to 5:30pm start, but flexibility for people to join the meeting later or via Zoom if they
could not attend in person.



