  

  EXECUTIVE COMMITTEE 5 SEPTEMBER 2011  
PART   I - NOT DELEGATED

12.  
  THRIVE HOMES GOVERNANCE ARRANGEMENTS

(CE)
1.
Summary
1.1
  Following correspondence between the Group Leaders and Chief Executives of Thrive Homes and TRDC, proposals are brought before the Executive Committee to change the Governance arrangements of Thrive Homes. 
2.
Details

2.1
  Members will be aware that, at its annual Council meeting, this local authority nominates five members of the Thrive Homes Board.  The Thrive Board currently comprises five TRDC nominees, five tenant nominees and five independent members.  
2.2
On 11 June 2011, Thrive Homes’ Chief Executive wrote requesting a change to these and other governance arrangements, and the background and detail are contained in the letter attached as Appendix A.  Members will note the reference to the paragraph in the Transfer Documents that stated:  “The Association will not change its Constitution so as to reduce the actual or percentage Council or Tenants shareholdings or membership of its Board of Management without the Council’s prior consent in writing, such consent not to be unreasonably withheld or delayed in relation to all regulations or guidance issues by the Housing Corporation concerning the governance of all or classes of RSLs which regulations or guidance is legally binding on the Association”.
2.3
The Council’s Chief Executive consulted the Groups via the Group Leaders who did not support the Thrive proposals and the response was set out in the letter of 11 July 2011, attached as Appendix B.  Thrive Homes has now responded with the following proposals, attached as Appendix C which are set before the Executive Committee.
2.4
.Members will note that the latest letter sets out the following points:
· The stress on the importance of complying with the National Housing Federation’s Code and meeting the Regulatory Standard by reducing the number of Board members;

· The retention of the same ratio between Council nominees, tenant representatives and independent board members, from 5:5:5 to 3:3:3;

· The view that, since the transfer of stock, Thrive Homes has put in place other means of securing even further tenant participation, yet has in this latest missive acceded to the same proportion of tenant representatives;

· Thrive’s view that the ceding on the unchanged ratio allows them no ability to draft in specialist expertise to balance that not acquired through the Council nomination process or tenant election process (though leaving the possibility of three ‘vacant’ places if the ideal board is up to twelve board members);
· The proposal to retain tenants’ representative elections, but moving from annual elections to elections when a vacancy arises.

3.
Options/Reasons for Recommendation
3.1
  There are a number of factors to consider in arriving at the recommendation.  First, experience has shown that, over the course of time from stock transfer, other Registered Social Landlords inevitably see the ‘parent’ local authority’s participation and influence waning, through merger, development outside the district and turnover of staff and tenants.  Thrive’s constitution in preparation for its transfer was a model of its type and its primary purpose was to ease the transition from a Council-run housing department to an independent RSL, a task which has been successfully accomplished.  Given time, it will be inevitable that the Council’s continuation to have a statutory right to sit on the Board will be seen to be untenable.  Whether that point has arrived at the time of this report is for debate.  A point to consider is whether the Council’s core business should encompass the strategic and/or day to day running of an RSL at all (and see 3.4 below).
3.2
On the other hand, whilst Thrive has achieved the Decent Homes standard in its properties, there are other obligations that it has still to fulfil and its core business of only providing domestic dwellings is almost, but not quite, co-terminous with TRDC’s aspirations to develop mixed communities that have community facilities within them as well as just dwellings.  TRDC might argue that influence on Thrive’s board gives it a key lever of influence.  Whether that might be diluted at this stage is, again, a point for discussion.
3.3
An untenable argument for the local authority is that it should retain its 33.3% (or any) membership because former Council tenants complain to councillors about circumstances concerning their tenancy.  The councillors’ overview of the rights and welfare of all their constituents is part and parcel of their ward work and community leadership role, but the tenure status of particular constituents should be irrelevant.  Matters between Thrive and its tenants are properly a matter between those two parties and they are the same as between a private tenant and a private landlord.  

3.4
In assessing the arguments for and against the proposals, members of this Committee might consider the arguments for and against this Council retaining Board membership in the district’s largest social housing provider when it has no representation on Watford Community Housing Trust, the district’s second largest housing provider.  The argument could be proposed that retaining board membership of Thrive Homes is illogical and institutionalises an inequality of influence on behalf of one set of citizens above another.  
3.2
Following the consideration of the above points, the recommendation is that the proposals in the letter from Thrive dated 8 August 2011 be recommend to be accepted by Council.  If these are not, then Thrive should have recourse to the Dispute Resolution procedures, which are set out in Appendix D.  This stage would be mediation, which implies concessions on both sides;  Thrive’s argument will be that it has conceded enough already and it is time for TRDC to do likewise.
3.3
Should Executive and thence full Council accept the recommendation, the Council should then decide its nominations.  The present nominees are Councillors Hames, Nelmes, King and Harris and Mr Richard Laval.  Thrive would request commitment by Council nominees to Board meetings and duties and training activities.  Records of this district’s nominees’ attendance in 2010-11 is available for inspection, should Council regard these as material.

4.
Policy/Budget Reference and Implications
4.1
The recommendations in this report are not within the Council’s agreed policy but are within the agreed budgets.    
5

Financial, Legal, Equal Opportunities, Staffing, Environmental, Community Safety, Customer Services Centre, Communications & Website, Risk Management and Health & Safety Implications
  5.1
None specific:  Thrive Homes is a corporate entity entirely separate from the Council.

6
Risk Management and Health & Safety Implications

6.1



The following table gives the risks if the recommendation is agreed, together with a scored assessment of their impact and likelihood: 

	Description of Risk
	Impact
	Likelihood

	1
	The governance of Thrive Homes reduces its number of Board members backed by democratic representation.
	II
	E


6.2
The following table gives the risks that would exist if the recommendation is rejected, together with a scored assessment of their impact and likelihood:

	Description of Risk
	Impact
	Likelihood

	1
	The mediation process will take up staff time and financial resource
	III
	C


6.3
The above risks are plotted on the matrix below depending on the scored assessments of impact and likelihood, detailed definitions of which are included in the risk management strategy. The Council has determined its aversion to risk and is prepared to tolerate risks where the combination of impact and likelihood are plotted in the shaded area of the matrix. The remaining risks require a treatment plan. 
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6.4
In the officers’ opinion none of the new risks above, were they to come about, would seriously prejudice the achievement of the Strategic Plan and are therefore operational risks.  The effectiveness of treatment plans are reviewed by the Audit Committee annually.

7.  
Recommendation to Council 
7.1
That   the Executive Committee recommends to Council to agree to the proposals set out in the Thrive letter dated 8 August 2011 and that Council decides on its representation. 
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Background Papers


  None

The recommendations contained in this report DO NOT constitute a KEY DECISION. 
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