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STANDARDS COMMITTEE 

25 January 2005

PRESENT:

Directors


John Biggs

Ken Childs

Stan Dawson

John Hamilton

Advisers



Colin Stockwell
Company Secretary and Solicitor

Stuart Gibson
Company Administrator

Apologies for Absence

Kathryn Ferdinand

Esther Ward

37 APPOINTMENT OF CHAIR

RESOLVED –
That in the absence of the Chair and there currently being no Deputy Chair of this committee, John Hamilton be appointed to chair this meeting of the committee.

38 APPOINTMENT OF DEPUTY CHAIR

RESOLVED –
That the appointment of a Deputy Chair of this committee be considered at the next meeting.

39 MINUTES

The minutes of the last meeting of the committee held on 2 December 2004 were approved as a correct record and signed by the Chair.

40 MATTERS ARISING 

(a) Rotation of Membership of Committees

A report will be submitted to the next meeting of this committee.

(b) Freephone for the Repairs Hotline

This is being fed through the business planning process and will be considered by the Board.

(c) Adjustment of Risk Management Plans in the light of Inspection Results 

The Board agreed at its meeting on 13 January 2005 to review the management of all strategic risks as part of the business planning process.

(d) Succession – Strategic Employees

This issue will be considered jointly with the Personnel Committee following advice from the company’s Human Resources Adviser.

41 ELECTION OF TENANT DIRECTORS AND AREA BOARD MEMBERS

Article 15(3) of the company’s Articles of Association provides for direct or indirect elections to be held among tenants.  Only tenants (defined as including leaseholders) are eligible to stand for election and no more than seven directors are to be tenants, of whom five directors are to be Tenant Directors.  Subject to these limitations, the mode and manner of elections is to be decided by the Board.

The committee considered the models in Blyth Valley, Ascham Homes and City West Homes (Westminster) for dealing with the election of Tenant Directors and Area Board members.

The Blyth Valley model is an example of a direct election process and involves advertisements, information packs for prospective candidates, a presentation session on what is involved in becoming a director of the company, ballot papers being sent out, a letter to each tenant, advising them of the vacancy and inviting them to stand and each candidate requiring five nominations to support him/her and being free of rent arrears and not being guilty of substantive breaches of the tenancy agreement.  Two to three months would be needed for the election process and a rough estimate of cost would be £20,000-£25,000.

The Ascham Homes model is an example of a direct election process using outside providers to run it.  No details of costings are available.

City West Homes (Wesminster) refer to a 2003 costing of around £23,000, including employee time.  

The system initially used by the company involved a panel of the Tenants Forum assessing those who applied to become a director.  This was an indirect form of election but would still constitute a process for Tenant Directors and Area Board members to be chosen by all tenants.  The Housing Inspectorate did consider however that Blyth Valley’s Tenants Panel was no longer representative of the community in general, but this was believed to turn on the fact that only members of that Panel were eligible to become Tenant Directors.  An assessment will need to be made of the position in Gateshead before a decision to continue with the current system can be finally made, but previous feedback from Inspectors has indicated no dissatisfaction.

The systems for direct elections have benefits of transparency, accountability and inclusiveness.  There is however a financial price and a capacity issue which may require the engagement of outside assistance.

A further reservation relates to how the electorate is to be informed of what candidates represent in terms of ideas and proposed inputs onto the Board/Area Board.  It would also be difficult to target the outcome of the electoral process in terms of improving Board composition in terms of Equal Opportunities Policy objectives.  The company could only target its best efforts at seeking to encourage women and people from other under-represented groups to stand for election. It could not interfere with the election process or its outcome.

Consultations will be required with the Council, the Tenants Forum and tenants and leaseholders on the principles to be adopted for an electoral process.  This should also be used as an opportunity to stimulate interest in those potentially interested in Board/Area Board membership.

RESOLVED –
(i)
That the current system used for the election of its Tenant Directors, but with the Interview Panel made up of members of the Tenants Forum also calling on advice from a nominated company Board member and a leaseholder, be recommended to the Board for consultation with tenants, leaseholders, the Tenants Forum and the Council.

(ii)
That this committee receive a further report, following those consultations, on the preferred electoral process with more detailed financial and procedural implications.

42 SUCCESSION – BOARD AND AREA BOARD MEMBERS

The committee received a report proposing a process for  the selection of Board/Area Board members which would add value and diminish risk.

In order to maintain an effective Board which will deal effectively with the risks identified in the strategic risk assessment, ‘Board Capability’, it is proposed that the following aims act as reference points: -

· The company’s Equal Opportunities Policy, states that the company “is committed to ensuring that the Board of Directors reflects the communities within the borough”.

· Openness and accountability in appointment of members and in the performance of their governance roles.

· Chemistry and vitality in relation to ensuring –

· willingness to put effort into the role, to work productively and share responsibility 
· active self-starters who keep themselves informed about the company’s work and the environment in which the company operates
· knowledge of what are strategic, policy and framework decisions and the differentiation between those and operational matters
· new ideas and people with fresh perspectives are welcomed, especially where they can be used to fill gaps in knowledge.
· A published policy and process for selecting new members of the Board and Area Boards.

The following strategy is proposed: -

· The Board has approved HQN’s recommendations from the Equality and Diversity audit, relating to the need to develop an equality and diversity action plan.  That plan should address the facts that there is only one female Council Director and no Tenant Directors are female.  Targets should be set, in order to ensure that representation on the Board reflects the commitments contained in the Equal Opportunities Policy.  The company will seek to encourage the Council and tenants/leaseholders to select women as well as men to the Board.

· The Board should at least annually review its own performance, strengths and weaknesses in order to: -

· ensure its continuing effectiveness

· identify any gaps or weaknesses

· discharge its responsibilities for the direction of the company.

· The Board should ensure that, subject to the provisions of the Articles of Association and to its decisions relating to an election process for Tenant Directors, new directors are systematically chosen and policies are published for: -

· the recruitment and selection of new directors

· the required qualities, skills and experience of directors, by reference to the matters listed in Appendix 1 to these minutes.

· The Board should seek to identify potential directors and use a range of recruitment techniques to secure a wider range of candidates.  Such techniques will ensure that the range of applicants from currently disadvantaged groups is not restricted and publicity for Board vacancies will actively encourage applications from such groups.

RESOLVED –
(i)
That the aims and strategy be recommended to the Board for consultation with the Area Boards and the Council member.


(ii)
That the outcomes of the consultation and detailed proposals on how the strategy should be delivered, be the subject of a further report to this committee in March 2005, following a decision by the Board on how elections for vacancies in respect of Tenant Directors are to be conducted.

43 BOARD MEMBER INDUCTION

As part of the review of governance, it has been identified that the company needs to produce an induction pack for new directors, identify training skills available in-house, matched to a programme of training which takes account of new directors’ skills and expertise and aimed at filling identified gaps and develop appropriate mentoring arrangements.

Having appointed suitable people in accordance with the strategy agreed in Minute 42 above, the company needs to get the best out of them by a process of induction.

The purpose of the induction process will be to provide: -

· A general awareness of the company.  

· An overview of the company’s vision, values, objectives, structure and arrangements for management at Board, Area Board, committee and strategic employee levels.

· Council information to identify points of cross-reference, including the roles of the Council as the sole company Member, the Cabinet, Portfolio holders, the Chief Executive and Community Based Services.  Key contacts and information sources would also be included.

· An induction plan for agreement with the new director and his/her mentor, outlining the steps to be followed in the induction process and dates by which they are to achieved.

· More detailed information contained in the Governance and Employee Handbooks and elsewhere dealing with specific aspects of the company’s work, the way in which the Board goes about its business and an orientation to the key features and issues in the company’s environment.

The means of achieving the purposes should be a combination of the following: -

· Providing new members with an Induction Pack containing a description of member and employee roles and background material on the company and its work.

· Giving opportunities for observing meetings of the Board and its committees.

· Arranging meetings with the Chairs of the Board and of committees and Area Boards, as well as with the Chief Executive and other strategic employees.

· Making it possible to observe the company’s employees in action and visit its offices and estates.

· Providing new members with mentors drawn from existing Board members.

· Facilitating participation in outside events or other occasions for meeting people from other ALMOs.

Core elements of induction will include sessions conducted by strategic employees and Board members, to cover the following: - 

· introduction to ALMOs and their framework for governance

· the local housing needs the company is trying to meet

· the company’s strategy and services

· equal opportunities and diversity

· audit

· risk assessment.

In addition to the Induction Pack, Governance and Employee Handbooks, the new member should be provided with a pack, which includes copies of the company’s major strategic policies and business plan.

RESOLVED – 
That the proposals outlined above be recommended to the Board for approval and the Company Secretary and Solicitor be requested to prepare a programme and materials.

44 AREA BOARD GOVERNANCE 

With the exception of the Board members appointed onto the Area Boards as one of the Independent Member representatives, Area Board members are not directors of the company.  This is recognised in the separation of the General Principles of Conduct for Area Board members from the policies, procedures and protocols for directors.

Article 22 of the company’s Articles of Association specifically provides for the establishment of two Area Boards to operate under terms of reference to be set by the Board.  With the exception of the requirements for directors to constitute a majority of the membership, Area Boards are to operate on the same basis as other committees of the Board, in terms of their delegations and proceedings.

The Memorandum and Articles of Association already govern the company’s existence as a corporate entity, including the Area Boards.  Many of the policies are likewise corporate and cause no uncertainty in their application to Area Board members.  It is proposed however, that the following should be made explicitly applicable to Area Boards and their members, for the avoidance of any doubt: -

(i) Protocol on Director/employee relations

(ii) Protocol on good practice in dealing with issues in the neighbourhoods where directors live (by extending references to ‘directors’ to include Area Board members and references to the Code of Conduct for Directors to be supplemented by references to the General Principles of Conduct for Area Board members).

(iii) Article 14 – references to Council Members to be treated as referring also to the appointment by the Council of its Area Board members.

(iv) Article 15 – references to Tenant Directors to be treated as including Tenant Members of Area Boards.

(v) Article 16(1) to (4) – references to Independent Directors to be treated as including Independent Members of Area Boards.  Vacancies should be filled by an interview panel appointed for the purpose by the Board and comprising the Chair of the Board, the Board member nominee on the Area Board in question and the Chair of the Area Board in question (unless that is the vacancy being filled, in which case the Deputy Chair of the Area Board should be involved).  The panel would, as in other cases, be able to call on advice from the Chief Executive and the Company Secretary and Solicitor.

(vi) Article 18(2) to (13) – references to Directors being treated as including Area Board members and references to 13(5) and (6) being deleted.

(vii) Article 22 already applies.  However, it would be clearer if Article 28 explicitly applied to Area Boards, with the casting vote being available to the person chairing the meeting in question.

The remaining matters, such as those contained in the Protocol for meetings of the Board and its committees, are sufficiently clear, bearing in mind the status of Area Boards as committees of the Board.

RESOLVED –
That the proposals outlined above be adopted, subject to consultation with Area Boards.

45 FEEDBACK FROM OUTSIDE BODIES AND EVENTS

As part of the review of governance, the committee has considered a mechanism for Board members to feed back information from involvement with outside bodies or attendance at outside events.

The Protocol for meetings of the Board and its committees includes an order of business for Board meetings.  In order to add value to the Board’s proceedings by systematically providing information on the company’s operating environment gained by Board members’ activities on outside bodies and events, a standing item could be included on the Board agenda.  The item would be listed as “Feedback from outside bodies and events” and would be a verbal report from directors.

RESOLVED – 
That the proposal outlined above be agreed, for a trial period of six months, in order to assess the value it adds to the conduct of the Board’s business.

46 ANONYMOUS COMPLAINTS AGAINST DIRECTORS

The Board at its meeting on 2 December 2004 agreed a Protocol on the role of the Company Secretary and Solicitor in securing good conduct but requested that a report on anonymous complaints against directors be submitted to this committee for consideration (Minute 206(ii)).

Enquiries were made of 20 ALMOs asking how anonymous complaints against Board members were dealt with.  Of those six who responded, few had defined procedures for dealing with complaints against members and none accepted anonymous complaints.  No ALMOs had any explicit provision about the way in which anonymous complaints were to be handled.

The balance of opinion seems to be that the potential for malice and misinformation outweighs the potential interest for the company or the public in having anonymous complaints investigated.

This contrasts with the company’s complaints and compliments procedures, which governs dissatisfaction in relation to “standards of service, actions or lack of action by the company or a person or body acting on its behalf”.  The procedure provides for the thorough investigation of anonymous complaints but provides that the complaint will remain confidential during investigation.

The complaints procedure excludes complaints against Board/Area Board members.  There appears to be no good practice indicator that members ought to be subject to identical provisions to those which cover employees or other service providers, presumably on the basis that the duties of care owned by directors are to the company itself and to its members.  There is no direct and separate duty owed by directors to tenants or leaseholders.

It is proposed that anonymous complaints against Board/Area Board members are not accepted under the Protocol on the role of the Company Secretary and Solicitor in securing good conduct and therefore are not subject to the procedure agreed by the Board.

RESOLVED –
That the company does not accept anonymous complaints against Board or Area Board members and that this be made explicit in the Protocol.

47 THE CHAIR OF THE BOARD’S EX-OFFICIO ROLES

A report has been submitted clarifying the powers and duties of the Chair of the Board.

RESOLVED –
That the Board be requested to consider the report attached as Appendix 2 to these minutes and whether it wishes to propose an amendment to the company’s Articles of Association expressly providing that the Chair of the Board can/cannot vote at all committees of the Board.

48 DATE AND TIME OF NEXT MEETING

The next meeting of this committee will be held on Tuesday 22 March 2005 at 2.00pm at The Baltic Business Centre, Saltmeadows Road, Gateshead.

Appendix 1 

Profile for directors

Person specification

1. Someone who can make independent and critical judgements and can understand and accept the points of view of other people.  The Board will be particularly interested in a person who has experience in one or more of the following:

· general business skills, including management of employees, property and contracts

· finance

· tenants’ and leaseholders’ issues and concerns

· community relations and needs, including equal opportunities

· working with Gateshead Council

· public relations

· legal matters

· strategic management in a public or private body.

Desirable qualities and skills

2. People:

· with vision

· who have successful experience of strategic planning

· who can probe, assess and solve problems

· whose judgement is respected by senior employees and Board colleagues.

3. ‘Soft’ skills should include:

· common sense

· courtesy

· confidence

· the ability to – 

· ask the right questions

· listen

· elicit, understand and accept points of view of other people

· understanding of the different roles which people (including employees, Board and Area Board members) play in governance

· awareness of the bigger picture.

People to avoid

· Those who are not prepared or are unable, to make the commitment required to play their part.

· Those who are unduly complacent and passive.

· Enthusiasts who will seize on one area of work or a single issue and raise it too often and in too much detail.

· Those who would use Board meetings to raise issues about individual tenants or leaseholders.

· Those resistant to the idea that Board members ought to take opportunities to develop their knowledge and skills and evaluate their own performance.

· Representatives of other bodies who allow their loyalties to lie elsewhere or to be divided.

Appendix 2
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	Report to Standards Committee 

25 January 2005


	
	

	Title:


	The Chair of the Board’s ex-officio roles

	Report of:
	Company Secretary and Solicitor

	
	



Purpose of Report

1. To clarify the powers and duties of the Chair of the Board.

Background

2. The company’s Articles of Association provide for the directors to appoint one of their number be Chair of the Board to hold office until the next AGM.  They also require him to chair all meetings of the Board at which he is present.

3. Article 22 authorises the Board to delegate powers to committees and/or to the Chair or Deputy Chair of the Board, as well as to employees.  Subject to any conditions imposed by the Board the proceedings of a committee are to be governed by the Articles regulating proceedings of the Board so far as they are capable of applying.

4. No conditions restricting the rights of the Chair of the Board in relation to meetings of committees have been imposed by the Board.

5. In relation to chairing meetings and dealing with other issues at meetings, the roles of Chairs of the Board and committees are set out in page 17.1 of the Governance Handbook.

6. Article 28 provides for questions arising at a Board meeting to be decided by a majority of votes and each director attending is entitled to one vote.  In the case of an equality of votes, the Chair is to have a second or casting vote.

7. The company’s Protocol for meetings of the Board and its committees (‘the Protocol’) provides for the Chair of the Board to attend and speak at any committee.

Interpretation

8. The Protocol explains the way in which the company will deal with its powers under the Articles in relation to Board and committee meetings.  In the event of inconsistency between the Articles and the Protocol the Articles will prevail, as a matter of law under the requirements of the Companies Act 1985, as amended by the Companies Act 1989.

9. There is no requirement at company law for a company to appoint a Chair of the Board; it is not a statutory position.  It is common practice, however, for the Articles to provide for such an appointment.

10. The wording of the company’s Articles in terms of Article 22 mean that the Chair of the Board has the power to attend, to speak and to vote at all meetings of committees of the Board, until such time as the Board see fit to impose a condition providing otherwise.

11. This is consistent with the model form of Articles contained in Table A in the Schedule to the Companies (Tables A to F) Regulations 1985.  Table A applies to govern private limited companies unless the Articles are drafted to exclude them.  In our company’s case “the Articles” are defined in a way which makes no reference to Table A, so the Table does not apply.  Nonetheless, they do represent common and good practice in company administration in relation to meetings and other things.

12. Article 98 of Table A provides that the Chairman of the Board’s ruling as to the right of a director to vote on any question at a meeting of the directors or of a committee of the directors shall be final and conclusive.  Such a provision illustrates that the ability of the Chair of the Board to speak and vote at meetings of Board committees is not in any way bad practice or unusual.  If he was unable to speak and vote he could hardly rule on the rights of others.

Recommendation

13. It is recommended that the rights of the Chair of the Board to speak and vote at committees, as set out in this report be noted.

Contact:  Colin Stockwell, Company Secretary and Solicitor
Tel:  (0191) 433 5307
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