



______________________________________________________________

REPORT OF THE STRATEGIC DIRECTOR OF HOUSING AND PLANNING

______________________________________________________________

TO THE LEAD MEMBER FOR HOUSING

ON 6 July 2006
______________________________________________________________

TITLE: Shadow Board Governance Arrangements for Local Housing Company in West Salford and Housing & Regeneration ALMO in Central Salford.

______________________________________________________________

RECOMMENDATIONS:  That Lead Member approves:

· The proposed governance structures for the ALMO and the Local Housing Company including boards of 12 with 4 members, 4 tenants and 4 independents.

· Political Representation for Elected members to the boards will be based upon the balance of parties within the council and the proportion of council tenancies within wards. The process for appointing shadow board members set out in the report

· Development of appointment panels comprising of 3 tenants to select tenant shadow board member and 2 members and 2 tenants to select the independent shadow board members.

· Approve the members' guide

· Approve the key milestones to establish the shadow boards.

______________________________________________________________

EXECUTIVE SUMMARY: The development of effective shadow boards is pivotal to the successful delivery of the investment strategy and the development of high performing organisations.  The council must not fail in its duty to establish shadow boards comprising the best skills available as a basis for achieving the highest standards of governance. The recommendations contained within this report put forward a robust foundation upon which the shadow boards can be built and from which the successor organisations can be successfully developed.

______________________________________________________________

BACKGROUND DOCUMENTS: Housing Corporation Regulatory Code

                                                    National Housing Federation Code of Governance


                                                CHTF Governance Resource Pack

                                     DCLG ALMO and Housing Transfer Guidance

ASSESSMENT OF RISK: HIGH

______________________________________________________________

SOURCE OF FUNDING: - 2006-2007 HRA Budget 

______________________________________________________________

LEGAL IMPLICATIONS: Legal advice has been provided by Cobbetts. 

______________________________________________________________

FINANCIAL IMPLICATIONS; Nigel Dickens


COMMUNICATION IMPLICATIONS: The establishment of shadow boards for the Housing & Regeneration ALMO in central Salford and Local Housing Company in west Salford presents the council with an ideal opportunity to promote the decent homes investment strategies being pursued in each area and to enhance awareness and understanding of Transfer and the Housing & Regeneration ALMO in the run up to public consultation/tests of opinion and a ballot in west Salford. 


VALUE FOR MONEY IMPLICATIONS: Good governance is central to achieving organisational economy, efficiency and effectiveness. The establishment of high performing shadow boards shall improve value for money through working in partnership with the council and tenants to deliver the investment strategy.    


CLIENT IMPLICATIONS: N/A


PROPERTY: There are no property implications at this stage, however if successful in bids to DCLG and dependent upon a successful ballot in west Salford, both the Local Housing Company and the ALMO would require their own offices.

______________________________________________________________

HUMAN RESOURCES: N/A

CONTACT OFFICERS: Sian Grant (ALMO) ext 3671


Michaela Haines (LHC) ext 8706

______________________________________________________________

WARD(S) TO WHICH REPORT RELATE(S): ALL

______________________________________________________________

KEY COUNCIL POLICIES: Equal Opportunities

                                             Code of Conduct


______________________________________________________________

DETAILS: 

Context

The selection and development of effective shadow boards is pivotal to the successful delivery of the investment strategy and the development of high performing organisations. 

In developing the recommendations contained in this report for the shadow board structures of the new organisations and the process by which shadow board members are appointed, full account has been taken of:

· Government guidance on ALMOs and transfers.

· Regulatory requirements and good practice recommendations of the Housing Corporation and the Audit Commission.

· Best practice and learning from other organisations.

· Learning from New Prospect and the recommendations of the two housing inspection reports.

Meeting the government's agenda

On 7th June 2006, the Secretary of State for the Department for Communities and Local Government, Ruth Kelly, announced the final round of ALMO and transfer programmes. 

In this announcement the government restated its commitment to ensuring tenants are empowered to participate fully in the development of new organisations and in creating sustainable communities. The announcement also stated that they would support greater tenant control including tenant owned transfers. 

Good practice and learning

In developing the recommendations in the report full account has been taken of the best practice, guidance and learning from existing governance arrangements. In particular  the learning from New Prospect has been used to ensure that the governance structures and shadow boards established meet the highest possible standards  and ensure  that they are fit for purpose. 

The governance structure for the new organisations

Proposed governance structure for the local housing company
On 22nd February 2006 the Steering Groups for the four areas of West Salford met to decide on the structure for the proposed new landlord; their deliberations were supported by the Council’s lead financial consultants and the Independent Tenants’ Advisors including access to their own independent financial support.

Their decision-making was also informed by expert training and advice provided to the individual Steering Groups, and consultations with the wider tenant population through study visits and feedback from the Local Housing Forums. Training and support was provided through:

· Presentations, workshops and discussions at the steering group and local housing forum meetings on the landlord choices and composition and the strengths and weaknesses of each

· Presentation of information about the Community Gateway model for Stock Transfer to the Steering Groups and Local Housing Forums by the ITA

· Study visits arranged and supported by the ITA to three Local Housing Companies – Eastlands (east Manchester), Trafford Housing Trust, and Willow Park (Benchill), which included discussions about their governance structures and how these empower tenants through decision-making and increased tenant involvement.

The Steering Groups chose to  pursue a single local housing company for the whole of West Salford, as this was seen as the safest structure for financial viability and efficiency of back-office functions; but with an emphasis on the devolution of decision-making powers to each of the four local areas in order to deliver the clearly expressed desire  by each of the steering groups and local housing forums for control over services for their own area.

Since 22nd February, the Steering Groups have come together to form a Joint Steering Group for the whole of West Salford and have not met separately, although it is envisaged that they will do so on appropriate issues such as the development of local decision-making and tenant involvement structures.

There have been further discussions since February to explore the nature of the proposed new landlord and the split of functions between the main Board and the local areas, plus the need to set up supporting structures so that tenants in each of the areas are able to inform, contribute to and comment on the work of their local area decision-making structure. Discussions have included:-

· Discussion of an initial scene-setting paper on the split of functions between the main Board and the local areas by the Joint Steering Groups and the issues debated in the local housing forums. 

· An information session for tenants on 11th May 2006 with presentations from representatives of the Confederation of Community Housing and Trafford Housing Trust on the full Community Gateway Model, and on the ways that elements of the model can be adopted to underpin local decision-making and tenant empowerment.

The Supplement to the Housing Transfer Manual 2006 Programme has recently been received from the Department for Communities and Local Government. This encourages transfers to models of new landlord that enhance the empowerment of tenants, such as the Community Gateway model. It also acknowledges that the choice of such structures “has to be tenant-driven”. The guidance also states that “DCLG wishes to see new and innovative approaches to tenant-led and community-based transfer …..(which) …..give tenants more direct involvement in and control over the management and ownership of their homes.”

 The way forward chosen for Salford accords with this guidance. The chosen model allows for a gradual move towards greater control and influence.. Tenants felt that the commitment of sufficient active and experienced tenants to maintain  a community gateway type model from the outset would in practice be difficult to obtain. It is however important to tenants that the new landlord sets up area decision-making bodies which can “staircase” up to the level of control over operational matters that they choose, and that these area bodies are given the support and training that they need to achieve this.  The new Company will also have an open membership, so that all individual tenants and leaseholders can share in the ownership and decision-making if they so choose.

It is envisaged that the “staircasing” elements of the new landlord structure will relate not only to the powers of the area structures, but also to the make-up of the Board itself, which could alter over time to increase the tenant membership to up to half of the places. These plans bring in innovative elements to enable further tenant empowerment at a time and to a level that suits them, and discussions are taking place over how these aspirations can be enabled through the legal documentation of the new Company.

Tenants at both the joint steering groups and the local housing forums want to see a promise in the Offer Document committing the new landlord to tenant empowerment and to enshrine the principles of the Right to Manage; and some key elements of the Community Gateway model to be enshrined in the Memorandum and Articles of Association of the Company; underpinned by resource commitments in the Business Plan and staffing structure of the organisation. 

This is the approach that the Council will adopt in developing the transfer and landlord company documentation.

During the period May to September the consultation process has been widened to focus upon the shape of the new local housing company and tenants requirements for the services it would delivered. Visits to Tenants’ and Residents’ Associations and sheltered and older persons’ housing schemes throughout the west of Salford are underway, and thematic tenant Working Groups have been put in place to develop the content of the Offer Document, including one on governance and local control. 
Board structure

Following the discussions with tenants in West Salford described above, it is recommended that the Local Housing Company adopt the following structure for its governance arrangements set out in the diagram below:







This governance structure fits the purpose and aims of the new Local Housing Company for West Salford in that:

· It supports the aspiration of tenants in each of the areas to see local management and decision-making for their homes.

· The proposed structures enable tenants and customers to get to the heart of decision-making - one of the key priorities for tenants that came out of the consultation. 

·  It gives the central financial strength and viability that the new organisation will need.

· It replicates the ability for tenants to get involved in the management of their homes and neighbourhoods at the more local, neighbourhood level, to the extent and at the time that suits them. This right would normally be lost with the “Right to Manage” when a Stock Transfer takes place, but the intention is to replicate this right as far as possible by enabling tenant empowerment within the new company 

Main board

It is recommended that there are 12 board members on the LHC shadow board made up of 4 tenants, 4 council nominees and 4 independent people. The recommendation to have a 12-member board is based current thinking on good practice and from the Housing Corporation. 

Initially the shadow board will:

· Develop and establish the new organisation 

· Agree the business plan for the new organisation

· Agree the content of the Offer Document that will contain the Council’s promises to tenants should they vote in favour of transfer, and check that these can be afforded in the business plan

Following a successful ballot, the shadow board would

· Negotiate the transfer agreement with the council

· Secure additional borrowing packages to supplement the gap funding that the Council succeeds in obtaining from the government, to enable the organisation to meet the decent homes standard by 2010 and the Salford Standard.

· Agree policies and procedures for the new organisation

· Agree and implement an improvement plan

Area sub committees

Supporting and feeding into the main board, it is proposed to develop a sub committee for each of the 4 geographical areas. These area sub committees would deal with operational issues for their area, working closely with their local management staff. Initially, they would monitor performance and have an input to decisions on operational matters, “staircasing” up as quickly as possible to have control of local resources The full details of how the local decision-making structures  would work, and who would sit on them, is still being developed in consultation with the steering group and local housing forums. The views of the Housing Corporation are also important regarding this matter and the council are currently exploring with them the link between powers to be held locally and their requirements for the make-up of the local committees.

The final decision on membership of the sub committees and delegation of powers to the sub committees would rest with the shadow board with the main board ratifying the decision once the Local Housing Company 'goes live'. 

Neighbourhood panels

A third level of the LHC governance structure is needed; this needs to cover a variety of opportunities for tenants to get involved in their homes, neighbourhoods, and the area decision-making structure of the Company. They are also clear links to the council’s arrangements for neighbourhood management, which the new RSL shall need to develop. 

These aspects will be explored through the Offer Document Working Groups and the wider consultations with tenants to form the promises on tenant empowerment and governance that will be included in the Offer Document itself. Therefore all tenants will be aware of the outcomes of these deliberations, and exactly what they can expect if there is a Stock Transfer, before they are asked to vote. 

Proposed governance structure for the ALMO

Since March detailed consultation has taken place with tenants within Central Salford to develop the governance structures for the new organisation. This consultation has included;

· Presentations, workshops and discussions at the steering group and local housing forum meetings on the board structures and composition along with details of how tenant board members might be selected for the board.

· Visits to three successful existing ALMOs - Bolton at Homes (3 stars), Derby Homes (3 stars) and Wigan and Leigh Homes (2 stars)- to examine their governance structures to see best practice in operation and to assess how tenants can get involved in decision making. 

· A wider consultation on phase 2 consisting of a bus tour and 'drop-ins' asking tenants what they thought of the recommendations so far. 

The recommendations made in this report about the governance structures for the ALMO are based on the results of the discussion and recommendations arising out of these consultations. 

Board structure

Following discussions with tenants in Central Salford and visits to other high performing ALMOs it is recommended that the ALMO adopt the following structure for its governance arrangements set out in the diagram below:







This governance structure fits the purpose and aims of the new housing and regeneration ALMO in that:

· It would not be possible to support a local board structure in Central Salford due to the difficulty in splitting the area and also due to some of the stock falling into outlying areas.

· The proposed structures enable tenants and customers to get to the heart of decision-making - one of the key priorities for tenants that came out of the consultation. 

· The proposed governance structure reflects best practice elsewhere, particularly from high performance ALMOs.

· The themed sub committee structure reflect the additional priorities of the housing and regeneration ALMO and enable a wide variety of agencies and partners to be involved in decision making.

· Neighbourhood panels will enable a clear link to be developed between the governance structures of the ALMO and the tenant involvement structures ensuring tenants are able to influence the organisation at all levels. 

Main board

It is recommended that there are 12 board members on the ALMO shadow board made up of 4 tenants, 4 council nominees and 4 independent people. The recommendation to have a 12-member board is based current thinking on good practice, learning from other ALMOs and from the experience of New Prospect. 

Initially the shadow board will:

· Develop and establish the new organisation including negotiating the management agreement with council

· Agree polices and procedures for the new organisation

· Agree the business plan for the new organisation

· Agree, implement and monitor an improvement plan

· Secure additional funding from the government to enable the organisation to meet the decent homes standard by 2010.

· Develop and agree the governance sub structures for the ALMO including themed committees and neighbourhood panels. 

Themed sub committee

Supporting and feeding into the main board, it is proposed to develop themed sub committees. The themed sub committees would cover topics such as:

· Performance and service improvement

· Equality and diversity

· Regeneration

· Customer Involvement

· Finance and audit

· Personnel

It is proposed that membership of the themed sub groups would be made up from:

· The main board (For example one tenant member, one council member and one independent member).

· The neighbourhood panels that sit below the sub groups. 

· Relevant partner organisations relating to the theme.

The full details of how the themed sub committees would work is still being developed in consultation with the steering group and local housing forum and the final decision on membership of the sub committees and delegation of powers to the sub committees would rest with the shadow board with the main board ratifying the decision once the ALMO 'goes live'. 

Neighbourhood panels

It is recommended that the third level of the ALMO governance structure are neighbourhood panels.

Neighbourhood panels would aim to provide customers a voice in the decision making structure of the ALMO and provide people with an opportunity to participate in local issues. 

The full role of neighbourhood panels would need to be developed in consultation with tenants and customers but could include:

· Representation on the themed sub committees providing a direct link to the decision making structure of the organisation

· The ability to influence local service delivery through estate walkabouts, mystery shopping exercises etc

· Links to the delivery of Decent Homes Programme

· A forum in which local tenants are able to raise their issues

· Links to the wider neighbourhood management of areas. 

· Links to the ALMOs wider tenant involvement structure

Appointment of shadow board members

The strategy for transferring the ownership of homes to a local housing company and the establishment of a housing and regeneration ALMO involve complex processes.

It is imperative that the process is effectively anchored through the development of a robust approach to the recruitment, selection and appointment of shadow board members. 

Below the report sets out the recommended process for appointing tenant, council and independent members to the shadow boards of both new organisations. 

Process for appointing tenant members

The process for appointing tenants to the shadow boards commenced on 14th June with the 'Come on Board' Tenants Conference. All tenants in Central and West Salford were invited to attend the conference, which included presentations, good practice examples and feedback from tenant board members of existing ALMOs and local housing companies.

At the conference, tenants were able to register their interest in becoming shadow board members and application packs will be sent to those who did so. Draft application packs for both the ALMO and the local housing company are included with this report. 

Prospective tenant shadow board members must request an application pack by 30th June 2006 and submit a completed application form by midday on 24th July 2006. To enable tenants to decide whether being a board member is for them and to provide help in completing the application form a number of drop in session have been arranged. These will be run by TPAS (Tenant Participation Advisory Service, was are acting as Independent Tenant Advisors (ITA) to the process). 

Once we have received the completed application forms it is recommended that the process for appointing tenants go through a number of stages. These are:

	Stage
	Process
	When

	1
	Officers carry out initial checks of application forms to 

ensure applicants meet the eligibility criteria
	Week beg 31st July

	2
	A shortlist will be produced by officers scoring the application forms against the person specification included with the application packs. This shortlist will then be scrutinised by the ITA and one tenant with officer support. 
	Week beg 31st July

	3
	Once the shortlist is confirmed letters will be sent out to successful applicants inviting them to an interview.
	Week beg 31st July

	4
	The interviews will take place with an interview panel comprising up to three tenants from central Salford to interview applicants for the ALMO Shadow Board and up to four tenants from west Salford to interview applicants for the local housing company shadow board (this is to ensure area representation). A council observer and the ITA will also be present at the interview. 
	Week beg 7th Aug 

	5
	Successful candidates are appointed to the shadow board
	By 14th Aug 2006


The interview panel

It is recommended that there will be one interview panel for each organisation, with 3 tenants on the panel from the ALMO area and 4 tenants for the Local Housing Company area.  Separate interviews shall be held for the ALMO and Local Housing Company shadow boards. It is recommended that the panel also includes the Lead Member for Housing as an observer and one ITA adviser. 

Tenants who are interested in being on the interview panel were able to register an interest at the conference on the 14th June or by phoning the stock options team free phone number. Tenants who volunteer for the interview panel are automatically excluded from putting themselves forward to be tenant board members.

Specific training is being provided for all tenants who are interested in being on the selection panel and TPAS are putting together clear and transparent criteria for the selection of interview panel members.

The interviews

The interviews will be assessed using a scoring matrix and the questions will be based on the person specification for the tenant board member role. The questions will be developed as part of the interview panel training that the interviewing tenants will undertake with TPAS. 

Following the interviews, the ITA will check all scoring forms for inconsistencies to ensure the process is robust, transparent and fair.

Process for appointing Council nominees

It is recommended that elected member representation for shadow boards should be proportionate to the level of council tenancy representation within the wards of elected members within the central Salford and west Salford boundaries. This would result in the nomination of 3 Labour members and 1 Liberal Democrat member in central Salford and 3 Labour members and 1 Conservative member in west Salford.

Information and guidance for councillors

It is recommended that the guide attached to this report be used for the recruitment and nomination of elected members to the shadow boards. In addition an elected  members' conference will held for interested members to come and find out more about what is involved. 

It is important that all members carefully consider the requirements of being a shadow board member and familiarise themselves with the person specification and time commitment required prior to seeking appointment to the shadow board. 

Council Shadow Board Members' skills and knowledge will be a vital part of building shadow boards with the right mix of skills to make the new organisations a success. 

The nomination process

Nominations to the shadow board shall be sought from the secretary of each of the political parties. Elected Member nominations to the shadow board are required by 1st August 2006 at the latest, in order to ensure elected members and tenant shadow board members can collectively recruit independent shadow board members to the shadow board in mid August 2006. 

Process for appointing independents

Independent shadow board members will form a crucial component of the shadow boards and are often recruited to strengthen the board and fill gaps in the following key areas:

· Finance 

· Legal advice

· Asset management

· Human resources

· Change management

To raise awareness of the two organisations and to generate interest for the independent positions it is recommended that we place an advert in the following press the week beginning 3rd July:

· Inside Housing

· Regeneration and Planning magazine

· The Guardian

· Manchester Evening News

· Salford Advertiser

It is recommended that the press advert set out our need to recruit independents to two boards within Salford and provide interested people with an opportunity to come to a conference to find out more. Plans have been made to hold the conference on 21st July at the Digital World Centre, Salford Quays. 

Further, it is recommended that awareness be raised through use of contacts on the Housing Strategy database, corporate databases and current New Prospect independent board members. Use can also be made of Business Link and personal recommendations. 

Application packs for independent members will be available at the conference or on request from the stock options team. A draft application pack is attached to this report. 

It is recommended that the closing date for applications for independent members is 31st July 2006

Once completed applications have been received it is recommended that the process for appointing independents go through a number of stages. These are:

	Stage
	Process
	When

	1
	Officers carry out Initial checks of application forms to 

ensure applicants meet the eligibility criteria
	Week beg 7th Aug

	2
	Officers will score the application forms against the person specification included within the application packs and produce a shortlist. This shortlist will then be scrutinised by the ITA and one tenant and one elected member with officer support. 
	Week beg 7th Aug

	3
	Once the shortlist is confirmed letters will be sent out to successful applicants inviting them to an interview.
	Week beg 7th Aug

	4
	The interviews will take place with an interview panel comprising up to two tenants and two elected members. The ITA will also be present at the interview as an observer.  
	Week beg 21st Aug 

	5
	Successful candidates are appointed to the shadow board
	By 28th Aug 


The interview panel

It is recommended that the interview panel comprises of two tenant shadow board members and  two council shadow board members. It is recommended that the panel also include the Lead Member for Housing as an observer and one ITA adviser. 

The shadow board members will decide amongst them who will be on the interview panel. Interview training will be provided.  

The interviews

The interviews will be assessed using a scoring matrix and the questions will be based on the person specification for the independent board member role. The questions will be developed as part of the interview panel training.

The application packs

The application packs for tenants and independents and the guide for elected members are attached to this report for information. 

Conflicts of Interest

Conflicts of Interest shall need to be carefully managed as part of the recruitment and selection process. Where New Prospect Board members apply to become members of the shadow board the following issues shall need to be considered:

· There is a duty on the director of a company to always act in the best interests of that company. Where a board member is a director of more than one company they would be required to declare an interest and depending upon the nature of the interest, take no part in discussions on that item(s) at the board meeting.

· It is not envisaged that any significant conflict of interests should arise until the formation of the new ALMO or until after the ballot in West Salford.

· Supplement to the Housing Transfer Manual 2006 Programme emphasises the need for local authorities to be particularly aware of financial conflicts arising where their officers and members are recommended for board membership of the new RSL. “This is especially the case for negative value transfers where Gap funding is being sought, as conflicts could arise where the local authority is regularly negotiating and securing financial assistance for the new RSL.

· Conflicts of Interest shall be the subject of first stage training for board members, tied in with the training on board member roles and responsibilities and effects of schedule 1 of the Housing Act 1996. 

Linking governance to tenant involvement

It is important to ensure that the governance structures for the new organisations effectively link with the tenant involvement structures to ensure tenants are placed at the heart of the decision making process of the new organisations. The proposed board structures for both the organisation go part way to achieving this aim. However, the new organisations shall only be truly tenant led if the structures for tenant involvement support the opportunity and ability of tenants to influence service design and provision. This has necessitated a review of the tenant involvement structure in Salford. 

Tenant involvement working group 

The Tenant Involvement Working Group (TIWG) has been developed in recognition of the considerable changes brought about by the mixed model investment strategy and the need to review and redesign structures for tenant involvement, which makes them relevant, fit for purpose and sustainable.

The key responsibilities for the TIWG are:

· To review current structures and arrangements for tenant involvement in the development and delivery of housing strategies and services.

· To review the role of city wide consultative bodies.

· To review the role and purpose of Tenant & Resident Associations (TARA’s)

· To take account of new governance structures for the Local Housing Company/ALMO and Common Service Provider when formulating recommendations for future arrangements.

· To make recommendations to Lead Member in August 2006 regarding the future structures and arrangements for tenant involvement.

In developing their recommendations the TIWG shall also be cognisant of proposed governance structures and arrangements for Neighbourhood Management within Salford. The need to ensure service plans developed by partner agencies complement rather than conflict with priorities identified and determined at a local level shall be a key driver for this work. The opportunity to link and align new arrangements for tenant involvement to Neighbourhood Management structures and the potential for involvement and influence through the Salford Housing Partnership shall also be explored.  
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