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ECTIS HOUSING ASSOCIATION LIMITED

CHAIRMAN'’S REPORT

YEAR ENDED 31°" MARCH 2006

| am pleased to be able to report on a further year of steady progress towards the
Association’s strategic objectives.

In January of this year, the Board conducted a detailed review of this aspect of the
Business Strategy. The purpose was to establish the ongoing validity of the stated
objectives, and whether there were any which need adding or amending with the
passage of time and in the light of changing circumstances. The conclusion reached
was that the Association's goals remained contextually sound and that the
organisation as a whole continued to make an important contribution towards the
welfare of the local community amongst whom it works.

| am able to refer to a number of achievements to support that conclusion.

We continue to champion the cause of independence, by operating a viable and
effective business undertaking, underpinned by a committed and experienced Board
and management team, sound financial controls, and a responsive and professional
working relationship with our residents and other key partners.

Best Value

The Best Value Committee received and approved service review reports on various
aspects of the business, notably those relating to property maintenance and the
principles and benefits of a 'partnering’ approach to major contract work — which
evolved from its’ success with the development process.

The Committee continued with its work on identifying ways of encouraging greater
resident involvement, and also conducted the now annual process of benchmarking,
through the Association’s membership of SHAPE (Smaller Housing Associations
Pursuing Excellence). Officers attended the staff conference of SHAPE, which
always affords excellent networking opportunities at all levels. It is through these
various activities that we have developed our commitment to continuous
improvement in all that we do. ‘

It is pleasing to report the launching of the Association’s website towards the end of
the year. We are grateful to the considerable assistance provided by one of our
residents, Mr. Peter Sims, whose knowledge and experience of the technicalities
involved has been invaluable. The site is obviously in its infancy, but the intention is
to develop it into a useful medium for both information, and interaction.

Our annual resident survey indicated improved levels of satisfaction overall, and
comments passed on to us by individual respondents were followed up.



New Homes

A further eight new homes for rent were acquired — three in Cowes and five in
Freshwater. In addition, the Association responded to the Council’s need for further
temporary accommodation, and another ten homes were leased from private
landlords. This took our total in management to over 300, which is a significant
milestone, and one in respect of which all concemed should be justifiably proud.

Home improvements

The modernisation programme saw three houses and one flat at Oakwood Court
receiving the benefits of full double glazing, new gas central heating, new fitted
kitchens and electrical upgrades. Some upgrading work was also carried out at
another fiat in the complex whilst it was vacant. In keeping with policy, residents
were involved in choosing individual preferences for kitchen decorations. At the
same time, new bathroom furniture was installed in flats at Arctic Road, Cowes, and
further electrical upgrades were carried out in houses in Princess Close, East
Cowes.

This is the fourteenth successive year in which major improvements to our housing
stock have been undertaken, and demonstrates the Association’s clear commitment
to maintaining its properties to a high standard, and saving on responsive repairs
expenditure in the longer term.

Our energy (SAPS) ratings continued to improve on what were already high levels,
and only two properties in the entire stock presently fail the Government’s criteria for
targeted Decent Home Standards at the present time, both out of resident
preference.

Key partner groups

Our officers continue to represent the Association, and make a valuable contribution,
on all the key partner groups spearheaded by the Isle of Wight Council. | would
mention in particular the Strategic Housing Partnership, meetings of which our tenant
board member Paul Court also attends, the Housing Register Project Group, and
more recently the management group charged with developing a choice based
lettings strategy for the Island.

Our Chief Executive continued to chair SHAPE — the mainland-based benchmarking
club comprising some twelve smaller associations, of which we are a member.

We remain committed to working with the Wessex Development Partnership, led by
the Spinnaker Group in Christchurch, the main vehicle by which our ongoing grant-
funded development strategy will be delivered on the Island.

As mentioned already, we also have a partnering arrangement with preferred local
contractors with whom we work to deliver our modemisation and cyclical
maintenance programmes. This ensures that, through an inclusive approach to
planning and consultation, projects are undertaken on the most cost-effective basis
for all involved, whilst minimising the inconvenience to residents.
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Financial outcomes

In financial terms, | can report that the Association produced another set of excellent
results, generating a surplus of £245,280, after interest and substantial planned
maintenance. All financial covenants with our private lender were met comfortably,
and the balance sheet showed growth in net assets of some 6 per cent.

We submitted our first ‘Annual Efficiency Statement’ to the Housing Corporation
earlier in the year. Although yet another new regulatory requirement, the exercise did
highlight the areas in which the Association has been working successfully over a
number of years to mitigate the effect of the constraints on its income caused by the
impasition of rent restructuring.

The Board and Committees

Three members of the Board resigned during the year. We were grateful for the
contributions made by Colin Caws, Sue Sheath, and particularly John Line whose
outstanding work for the New Development Committee was the catalyst to much of
the growth the Association has experienced over the years. It was with great
sadness that we leamed of John's passing not long afterwards. He will be greatly
missed.

The Board was strengthened by the appointments of Robert Biggs, an experienced
local architect, and Brenda Lawson, who joined us in her own right after several
years service as a Council nominee. We also welcomed Cllr. Brian Mosdell as
Brenda’s successor in that capacity. The Board met five times during the year.

The work of the Committees, under the enthusiastic guidance of their respective
Chairs, cannot be overstated. These groups lend tremendous support to the Board
and Officers alike, and | must once again pay tribute to their endeavours.

Our Staff

Paul, Avril, Lynda, Andrew, Sarah, Kerrie, Roz, and David continued to demonstrate
all that is positive in great team work. They are a credit to our organisation, and, as
ever, | should like to thank them all, not only for their commitment, but also their
exceptional capacity for achievement.

A look forward

To cope with increased workloads occasioned by regulation and increased business
activity, some organisational restructuring has been effected in recent times. Avril
Fox has taken on the role of Project Manager, primarily to address key regulatory
and legislative aspects of the maintenance function. Andrew Hopwood has been
promoted to Property Services Manager, and we have welcomed Michael Howard as
Property Services Officer in succession to Andrew’s previous role. Lynda Purkis is
now Housing Services Manager, with special responsibility for supporting the work of
the Chief Executive. These revised arrangements should see the Association
through its next challenging period of growth, and we wish those concerned every
success in their respective posts.
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The development strategy is a key factor in that objective, and it is of some concern
that external events surrounding grant funding and planning, are adversely affecting
all the developing associations on the Island at the present time. Concerted efforts
are warranted, particularly by the Isle of Wight Council, to reverse this trend, and this
association will continue to work with the Council to that end.

Each year it seems necessary to reiterate the ever increasing burden of regulation
and bureaucracy which pervades the movement. The Board recognises the need for
regulation, but believes that it should be proportionate. Concerns remain that smaller
housing associations, of which Vectis is one, are particularly hampered by the impact
this can have on their respective businesses as they strive for continuous
improvement in service standards and delivery. Deflecting valuable resources away
from such activity in favour of meeting regulatory aspirations can be self-defeating.

We will continue to contribute to the debate, although it is to be hoped that the
outcome of the recent review of regulation conducted by Sir Les Elton and his team,

will eventually give rise to the fundamental restructuring which is so desperately
needed.

In the meantime, whilst | remain confident about the prospects for the Association’s
longer term future, day to day performance is as important as strategic planning, and
we will continue to undertake our operational responsibilities to the communities we
serve, responsively, effectively and efficiently.

Kate Boyes, Chairman
August 2006
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VECTIS HOUSING ASSOCIATION LIMITED

Statement of Board of Management’s Responsibilities

The Industrial and Provident Societies Acts and registered social housing legislation
require the Board of Management (the Board) to prepare financial statements for each
financial year which give a true and fair view of the state of affairs of the Registered

Sodial Landlord (RSL) as at the end of the finandial year and the income and expenditure
of the RSL for the year ended on that date.

In preparing those finandal statements, the Board is required to:

Select suitable accounting policies and then apply them consistently.

Make judgments and estimates that are reasonable and prudent.

State whether applicable accounting standards have been followed, subject to
any material departures disclosed and explained in the financial statements

and

Prepare the financial statements on the going concern basis unless it is
inappropriate to presume that the Association will continue in business.

The Board is responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the Assodiation and to enable
them to ensure that the financial statements comply with Industrial and Provident
Societies Acts and the Housing Acts. They are also responsible for safeguarding the
assets of the Association and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities, by establishing and maintaining a satisfactory
system of control over the Association’s accounting records, cash holdings and all its
receipts and remittances.

On behalf of the Board

K. Boyes - Chairman
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VECTIS HOUSING ASSOCIATION LIMITED
BOARD OF MANAGEMENT'S STATEMENT ON INTERNAL CONTROLS

The Board of Management (the Board) is responsible for the Association's system of
internal control and for reviewing its effectiveness. The system of intemal control is
designed to manage rather than eliminate the risk of failure to achieve business
objectives and can only provide reasonable, and not absolute, assurance against
material mis-statement or loss. The Board ensures that the process for identifying,
evaluating and managing the significant risks faced by the Association is ongoing.
These risks are regularly reviewed by the Board.

The Board discharges its responsibilities for internal controls through the following key
procedures:

A commitment to quality and competence and an appropriate organisatiopal
structure with dearly defined lines of responsibility and delegation of authority which
combine to create an appropriate control environment

o Procedures to identify major business risks in a timely manner

» Information systems for detailed finandial reporting, budgeting and planning against
which performance is monitored. Performance indicators are used to identify trends
in current finandal and non-finandal data

o Finandal control procedures based upon dearly defined responsibilities and
authorities of the Committee of Management and delegation to staff members

o The Board monitors that there are appropriate control procedures in place and that
these procedures are being followed through the work of both internal and external
audit. The Board reviews reports from the Committee Member appointed as Internal
Audit Representative and from the External Auditors on an annual basis on the work
carried out and whether there have been any significant problems in controls.

The Board has reviewed the effectiveness of the systems of internal control for the
period from 1% April 2005 to the date on which these accounts were approved. The
review revealed no material weaknesses in intermal contro! that required disclosure.

On behalf of the Board

A

K. Boyes - Chairman



