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Chapter 1

Introduction

1.1 About thisStandard

TheGovernance Standardand Assessment Framework
sets out six core principles of good governance. These
principles buildon those establishedin the Voluntary
Regulatory Code (the Code) and Financial Standard and
are supported by regulatory requirements and best
practice recommendations.

The Standard makes use of the ‘comply or explain’
approachwhichmeansthat, whereanorganisationdoes
not meetarequirement, itmay provide an explanation
to the Regulation Office. Greater detail on‘comply or
explain'is set out in section 1.3 below.

1.2 Proportionality

A“onesize fits all” approach to regulation is not suitable
due to the range and diversity of organisations within
thesector. Theassessmentoforganisationsagainstthe
Standard will be both proportionate and risk-based. This
meansthattheRegulation Office willtakeintoaccount
thesize, scaleandlevelofriskof theorganisationin
applying the Standard.

A three Tier system is used to categorise organisations
forregulatorypurposes: Tier 1referstosmaller
organisations, Tier 2tomediumsized organisations
andTier3referstolargerorganisations. Largerand
developing organisations will be subject to additional
governance requirements.

AHBTierClassification

0-50 units with no development
plans or development plans that
keep the totalunder 50 units.

50-300 units or development
plans that keep the total under 300
units, or the use of loan finance for
development.

>300 units or sizeable development
plans, including the use of loan
finance for development.

“The Standard makes use of the ‘comply or explain’
approachwhichmeansthat, whereanorganisationdoes
notmeetarequirement, itmay provide anexplanation

to the Regulation Office’

The Governance Standard and Assessment Framework



01 Introduction to the Standard / continued

1.3 About ‘comply or explain’

The ‘complyorexplain’ approachiswidely used within
regulation. The approach requires organisations either to
complywith theregulatory standard or to explain what
alternative arrangements are in place where they do
notcomply. Itrecognisesand acknowledges that there
may be good reasons for non-compliance, such as the
local context and individual circumstances in which the
organisation is working,

Therefore, adeparture fromarequirement does not
necessarily constitute a breach of the Standard, if there
isevidencethat the organisationhasgivenproper
consideration to why it is necessary and how the
requirementis observed through other means.

constitutes significant non-compliance with
the Standard.

Forclarification, thereisadistinctioninthe Standard
between the use of “must”and “should”. Where “must”is
used, this represents a requirement of the Standard and
isbased on a legal, statutory or regulatory requirement.
Insuch acase, the organisationis required tocomply
with the provision, unless there is a specific and
substantivereason (e.g. legalorconstitutional) whyit
would not apply to their organisation.

Where“should”isused, thisrepresentsrecommended
bestpractice. Inthecaseof Tier3anddeveloping Tier2
AHBs, where the Standard uses “should”, there is a strong

Chapter 2
Objectives

2.1 Governance background

Goodgovernanceisessential tothe effective operation
of organisationsandthesocialhousingsector. Effective
Boards provide strong and effective leadership. They
fullyunderstand the nature and scale of the risks that
they are willing to undertake todeliver theirstrategy
andobjectives. At thesame time, they provideanopen
and transparent process for communicating with key
stakeholders. A well governed organisation is committed
to promoting and maintaining high ethical standards.

For each of these principles, a description of its rationale
and the specific regulatory requirements is included
below (Section3).

ThisGovernance Standardistobereadinconjunction
with the Voluntary Regulatory Code, the Financial
Standard, and the Guidance to the Governance Standard.

The Governance Standardhasbeendevelopedwiththe
following Six Principles in mind:

. Ensuringthat Boards provide effective leadership and

direction to deliver good outcomes;

. Providing clarity aroundroles and responsibilities in ‘ g(;ﬂqug

governance structures and arrangements;

b 4
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. Building and strengthening Board effectiveness;

. Conducting affairs with honesty and integrity, and
with acommitment to openness and accountability;

. Ensuringeffective financial and risk management;

. Complying with legal and statutory requirements.

The Governance Standard and Assessment Framework
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Chapter 3

The Governance
Standard Requirements

What does the Governance
Standard require?

Well governed organisations have identified goals
and objectives with plans to achieve these objectives.
TheBoardhas theresponsibility toensure that the
leadership of the organisationhas theappropriate
direction, oversightand control. It ensures best practices
intransparency, reporting, communications, audit, and
managingrisksthrough robustcontrolsystemsand
effective performance management.

The appendices set out further detail of how the
requirements of the Standard are to be met for each Tier.

3.1 Principle 1
Providing effective leadership and
direction to deliver good outcomes

Rationale

Theorganisation’s primary objective is the delivery of
social housing for those whoneedit. The Board'has
aresponsibility tounderstand the environmentin
which the organisation is operating and to lead the
organisationin fulfilling its objectives as effectively as
possible within the resources available.

Organisations are expected tomanage their resources
effectively to ensure their viability is maintained, while
ensuring thattheirtenantsandthesocialhousingassets
are not put at undue risk. Governance arrangements
should ensure that all organisations:

n Complywiththeirgoverningdocumentsandall
legal, complianceandregulatory requirements;

n Are financially viable;

n Haveeffectiveriskmanagementandinternal
controls assurance frameworks?

n Protect tenantsand thesocialhousing assets;

n Are accountable to tenants, key stakeholders,
regulatory bodies and funders.

Ultimately, the quality of the Board's leadership and
directionisvitalif theorganisationistodeliverits
objectives.

The principle in detail

i, Theorganisationmusthaveaproperlyconstitutedand
fully functioning Board, which should ensure effective
governancearrangementsareinplacethatdeliverthe
organisation’s aims, objectives and intended outcomes
for current tenants and future tenants.

i. The Board is directly responsible for the vision,
leadership, strategy and oversight of the organisation.
The organisation should have a formally recorded
mission statement and vision.

ii. TheBoardshouldset thestrategic direction of the
organisationand monitor progressagainstanagreed
set of goals and objectives. Larger and developing
organisations must have in place acomprehensive
strategic plan to give effect to the mission and vision.

. TheBoardshouldensurethattheorganisationiswell
governed tosupportitsaims and objectives.

1. ‘Board' means the management committee, governing body or Board of management of a social housing organisation.

2. Only applicable for larger and developing organisations.

Housing Agency Regulation Office

3.2 Principle 2
Providing clarity about roles
and responsibilities

Rationale

Each organisationshould ensure thatitsgovernance
arrangements clearly set out the respective roles,
responsibilities and accountabilities of Board members
and staff (where applicable).

The principle in detail
3.2.1 RoleoftheBoard
i. Theessentialfunctionsof the Board mustbe

formally recorded. The Board should ensure that
the organisation operates to its own constitution
and the law. The Board should identify those
functions which are specifically reserved forits
decision(s) and which cannot be delegated.

ii. The Board must hold a sufficient number of
meetings, in order to performits duties effectively.
Thisincludes meeting at least four times ayear
and holding an Annual General Meeting,

iii. The Board must approve aformalsetof policies
and procedures. The Board should have a
minimumsetof governingpolicies, including
Board Membership, Board Renewal, Code of
Conduct, Conflict of Interest and have a register of
interest inplace.

iv. The Board must be clear about its duties and
responsibilities. These should be formally recorded
and made available to all existing and potential
Board members.

v. Boardmeetingsshouldbe basedonfullagendas.
TheBoardshouldensure that theyexerciseskill
and care in decision-making. Decisions should be
informedby quality, accurateand timely
information. Decisions made by the Board, must
be recorded in the meeting minutes.

vi. Urgent decisions which need to be taken
betweenBoard meetings, shouldbe takenin
accordance with formally recorded and delegated
arrangements.

vil.

vii.

3.2.2

3.2.3

3.2.4

Allmembers of the Board must have the same
legalstatus, thatisonemember-onevote.
AllBoardmembershaveequalandcollective
responsibility for the decisions of the Board.

Theroleof theBoardistodirect, control, and
scrutinise an organisation’s affairs. Where the
organisation has staff, operational management of
the organisation must be delegated tothem, and
the board must hold them to account.

. TheBoard must appoint a Company Secretary

(orapersonwiththatfunction)withaclear
accountability to the Board, to advise it on
compliance with the organisation’s constitution
andallstatutoryorregulatoryrequirements.

Role of the Chair

TheChairisresponsible forleadershipof the
Boardandensuringits effectiveness. The Chair
shouldset theBoard agenda. They should ensure
effective communication and timely discussion at
Board meetings.

. Where an organisation has employees, no

employee may act as Chair of the Board. The
division of responsibilities between the Chair and
Chief Executive mustbeclearly established and
agreed by the Board.

Sub-committees
Sub-committeesshouldbeestablishedwhere
the Board determines that they will provide
expertise and enable it to deliver the
organisation’s objectives.

Each committee should have formally recorded
terms of reference approved by the Board. Sub-
committees should report regularly to the Board.

Related Parties

Where entities have related parties or sister
entities, the relationship and arrangements
between the parties must be formally recorded.
TheBoardisexpectedtoensure thatthereare
contractualagreementsinplacewhichdefines
allaspectsof therelationshipsandhowthe
relationship operates.

The Governance Standard and Assessment Framework



03 The Governance Standard Requirements / continued

ii. Where there are support and services
arrangements in place between entities, the Board
shouldensurethatcontractualarrangements
are in place to govern such arrangements.
Additionally, where organisations conduct
financial transactions between independent legal
entities, these transactionsmust be governed by

contractual arrangements.

iil. The Board must ensure it always acts
independentlyandintheinterestsof theentity

thatitisrepresenting. Wheretherearecommon
directorsbetweenrelated parties, thesedirectors

must avoid conflicts of duty.
iv. The Board should formally record the

management structure and oversight of housing,
where social housing forms a minor part of its

operations. The Board should ensure it has full

visibilityinrelation to the housing aspect of the
business versus the whole of the business inits
entirety.

3.3 Principle 3
Building and strengthening
board effectiveness

Rationale

TheBoardshould be comprised of memberswho
demonstrate a diverse range of skills, experience and
qualities appropriate to the work of the organisation.
TheBoardshouldensure thatithas the capability to
scrutinise, support and challenge the organisation to
deliver onits goals and objectives.

The principle in detail

i.  The Board should determine the appropriate number
of Board members. The Board must have a minimum
of 5Boardmembers, witharecommendationofa

maximum of 12 members.

ii. TheBoardmustsetamaximumtenureforBoard
members, not exceeding 10 years’ membershipin

total, composed of twoormoreconsecutive termsof

office.?

i,

Vil

TheBoardshouldensurethatithastheappropriate
skills, expertise and diversity. Boards should consider
areas of expertise including housing, law, finance,
risk and service performance management. The
Boardshould periodically assessany gapsinskillsor
competencies.

The Board should have apolicy foritsownrenewal.
TheBoardshouldensuretheappropriatesuccession
planning, of its Board membership based on the
agreed skills, qualifications and attributes required.
Largeranddevelopingorganisations should conduct
askills audit at least every two years.

Recruitment toBoard vacanciesshould be openand
transparent. All new Board members should receive
inductiontraining. AllBoardmembersshouldbe

provided with ongoing learning and development
opportunities.

The Board should review its effectiveness on a regular
basis. Anappraisal process should be carried out at
appropriate intervals for the whole Board.

3.4 Principle 4

Conducting affairs with honesty and
integrity, and with a commitment to
openness andaccountability

Rationale

The Boardshould ensure it meets the highest standards
of conduct and probity, and promote and maintain high
ethical standards. The Board should conduct their affairs
with openness and transparency.

The principle in detail

1.

i,

TheBoardmustactinthebestinterestsof the
organisation and place its interests above any
personal or professional interests.

. TheBoardshouldoperateinanopenand transparent

manner, with particularregardtotenantsandother
key stakeholders.

TheBoardmustmaintainthehigheststandardsof
probityand conduct. It shouldensureithasthe
appropriate policies in place, setting out expectations
of Board members’ conduct, dealing with conflicts of
interestandmaintainingaRegisterof Interests.

1. Notethat thisapplies toBoard members from 15th July 2013. Service on the Board prior to this date will be disregarded

for the purpose of this calculation

Housing Agency Regulation Office

iv. Noindividual should be elected or appointedasa

director or trustee of an organisation, or retain such
aposition, where heorshe hasanydirect material

interest of significance inrelation totheincome
oranyotherbenefit derived fromany commercial
contract or other arrangements for the construction
of houses for the approved housing body, or in

the supply of goods and services to the approved
housing body.

v. Inconductofitsactions, theBoardshouldsafeguard
and promote the organisation’s reputation, and
should by extension promote public confidence in
the widersector.

vi. TheBoardshouldactonafullyinformedandethical
basis, ingoodfaith, withdiligenceand care.

3.5 Principle 5
Ensuring effective financial and
risk management

Rationale
TheBoardisresponsibleandaccountableforthe
oversight and monitoring of the organisation’s financial
viabilityandeconomiceffectiveness. Itshouldensure
proportionate and effective practice in transparency,
reporting, communications, audit, and managing risks
through control systems and financial management.

The principle in detail
3.5.1 Financial Governance
i.  The Board is responsible and accountable for
theoversightand monitoringof the financial
governance and viability of the organisation.

ii. TheBoardmustensurethattheorganisationhas
adequateresourcestomeetbothitscurrentand
long-term financial commitments.

iil. TheBoardshouldensurethereareeffective
arrangementsinplaceformanagementand
audited accounts, including assets and liabilities,
incomeandexpenditure, cashflowstatements
and debtprofiles.

v,

Vi,

3.5.2

The Board should establish a formal and
transparent arrangement for considering how the
organisation ensures financial viability, maintains
asystemof internal controls, manages risk and
maintains an appropriate relationship with its
auditors

Larger and developing organisations should
ensure that their strategic plans are reflected

in their business and financial plans, alongside
measurable objectives. The Board should ensure
thereisaneffectivesystemformonitoring
performance againstplans.

Where appropriate, the Board may appoint a
Treasurer (or a person with that function) with a
clear accountability to the Board. The Treasurer
shouldbringappropriateexpertiseandsupport
theBoardinprovidingfinancialoversight.

Risk Management and Assurance
TheBoardisresponsibleforidentifyingand
managing the risks of the organisation. It should
ensure thata proportionate risk management
framework isin place to manage risk.

. Allorganisations must have ariskregisterinplace.

. The Board should give consideration at each

meeting to relevant risks that the organisation
faces. It should ensure it has appropriate plans and
strategies to mitigate and manage risk effectively.

Larger and developing organisations should
ensurethatthereisarobustriskmanagement
framework in place. The framework should include
arisk policy, keyriskindicators, andit should be
linked to the strategy, financial planning and debt
capacity of the organisation.

The Board should retain overall responsibility
for risk management, and determine the
organisation’s tolerance of risk. The board may
delegate the detailed scrutiny and evaluation
of risk to the committee responsible for audit,
or toanother committee. The Board should
ensureithasthe appropriate expertise and
skills to challenge and scrutinise the risk of the
organisation.

The Governance Standard and Assessment Framework 9



03 The Governance Standard Requirements / continued

3.5.3 Auditand Internal Controls 3.6 Principle 6
i. Largeranddevelopingorganisationsshouldhave Complying with legal, regulatory and
constitutional requirements

anexternal audit functioninplace. The Board
mustensurethattheorganisation’sexternal

auditorsareindependent and effective. Rationale

. Largeranddevelopingorganisationsshouldhave =~ TheBoardhas aduty toensure that the organisation is
access to internal audit services, alongside a plan ~ meetingits legal, statutory and regulatory requirements.
for how and when these are to be utilised. Itisresponsible for ensuring that the organisationacts

iil. TheBoardisresponsible for ensuring that there within its governing document.

are proportionate and effective systems of internal
control including financial, operational and
compliance controls. The Board should review the
effectiveness of these systemsregularly.

The principle in detail
i. The Board must ensure that the organisation
complies with its governing documents and all
legal, compliance, regulatory and grant/funding
iv. TheBoardshouldhavesystemsinplacethatgive requirements.
itassurance about organisational performance

. ) i, The Board should ensure that suitable
and data integrity.

arrangements are in place to advise it of
The Audit and Risk Committee compliance with the organisation’s constitution,
Largeranddevelopingorganisations musthavea and all legal, regulatory and compliance
committee with responsibility for audit and risk. obligations, particularlyasrelatingtotheir
position as Board members and/or charity

ii. Therolesand responsibilities of the audit and risk .
trustees asapplicable.

committee should beset out in written terms of
reference.
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Appendix 1

Compliance with the
Governance Standard
- Tier 1 Organisations

The following table summarises the requirements of the Governance Standard. Note that the clauses referred to in
the second column relate to each principle as outlined in the main document.

Tier 1 Clause What the Governance Standard expects (in summary) | Requirement |Recommended
(“must”) | best practice
(“should”)
3.2.2 | TheChairleadstheBoardandensuresitworkseffectively. 3
Chairof the Board cannot be anemployee of the 3
organisation.
3.2.3 | Committees should have formal terms of reference. 3
Committees should report regularly to the Board. 3
3.2.4 | Contractual arrangements in place governing transactions 3
between independent legal entities.
Boardmustactindependentlyandintheinterestsof the 3
organisation.
Board members must avoid conflicts of interests. 3
Where social housing forms a minor part of the 3
organisation’sactivity, Board should have full visibility of
the housing element versus the whole of the business.
PRINCIPLE 3: 3.3 | Board has at least five members. 3
Building ar?d Maximum term for Board members is 10 years. 3
strengthening
Board Board should have appropriate skills, expertise and diversity. 3
effectiveness Board should have succession planning. 3
Boardmembersshouldreceiveinductionandtraining. 3
Assess Board skills, competencies and effectiveness at 3
appropriate intervals.
PRINCIPLE 4: 3.4 | Boardmustactintheorganisation’s bestinterestsand 3
Conducting placeitsinterests above personal or professionalinterests.
affairs with Boardmust maintainthehighest standards of probity 3
honesty and
. . and conduct.
integrity,
with a Board should be open and transparent. 3
commitment to Anindividual with direct material interest relating to the 3
openness and e
- organisation should not be a Board member.
accountability
Board should safeguard the organisation’s reputation. 3
Board should be fully informed and behave ethically, with 3

diligence andcare.

Tier 1 Clause What the Governance Standard expects (in summary) | Requirement | Recommended
(“must”) | best practice
(“should”)
PRINCIPLE 1: 3.1 | Properly constituted and fully functioning Board. 3
Ensuring
effective ) Effective governance arrangements in place to deliver 3
leadership and aims andobjectives.
direction to Formally recorded mission statement and vision. 3
deliver good
outcomes Board to provide vision, leadership, strategy and oversight.
Monitor progress against goals.
PRINCIPLE 2: 3.2.1 | List of the Board’s functions. 3
Providing
clarity about Board meetsat least fourtimesayearandholdsan 3
roles and Annual General Meeting,
responsibilities Board mustapprove aformalset of policiesand procedures 3
Roles and responsibilities of Board recorded. 3
All Board members have the same legal status: one 3
member, one vote.
Board must appoint a Company Secretary (or person with 3
that function).
Agenda for each meeting. 3
Board decisions should be informed by quality, accurate 3
and timely information.
Board decisions must be recorded. 3
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Appendix 1 / continued

Tier 1 Clause What the Governance Standard expects (in summary) | Requirement | Recommended
(“must”) | best practice
(“should”)
PRINCIPLE 5: 3.5.1 | Board must have oversight of the organisation’s financial 3
Ensuring governance andviability.
e.ffectl.ve Board must ensure adequate resources to meet current 3
financial . X .
. and long-term financial commitments.
and risk
management Effective arrangements for financial accounting and 3
reporting.
Board may appoint a Treasurer (or person with that 3
function).
3.5.2 | Board should identify and manage risk. 3
Board must operate a risk register. 3
Boardshould regularly consider the risks the organisation 3
faces, and have plans to deal with these.
3.5.3 | Boardshouldensure proportionate andeffectiveinternal 3
control systems.
3.5.4 | Board may consider establishing an Audit & Risk 3
Committee.
PRINCIPLE 6: 3.6 | Board must ensure the organisation complies with its 3
Complying governing documents and all legal, compliance, regulatory
with legal, and grant/fundingrequirements.
Zzil;?ttst% :Qld Arrangements to advise whether the organisation meets 3
requirements its constitutional, legal, regulatory and compliance

obligations.

Appendix 2

Compliance with the
Governance Standard
- Tier 2 Organisations

The following table summarises the requirements of the Governance Standard. Note that the clauses referred to in
the second column relate to each principle as outlined in the main document.

Tier 2 Clause What the Governance Standard expects (in summary) | Requirement | Recommended
(“must”) | best practice
(“should”)
PRINCIPLE 1: 3.1 | Properly constituted and fully functioning Board. 3
Ensuring
effective . Effective governance arrangements in place to deliver 3
leadership and aims andobjectives.
direction to Board to provide vision, leadership, strategy and oversight. 3
deliver good
outcomes Formally recorded mission statement and vision. 3
Setstrategic directionand monitor progress against goals 3
and objectives.
Developing organisations - strategic plan. 3
PRINCIPLE 2: 3.2.1 | List of the Board's essential functions. 3
Providing
clarity about List of Board functions that cannot be delegated. 3
roles and Boardmeetsatleast fourtimesayearandholdsanAnnual 3
responsibilities General Meeting,
Board policies and procedures. 3
Roles and responsibilities of Board recorded. 3
Full agendas for Board meetings. 3
Board decisions should be informed by quality, accurate 3
and timely information.
Board decisions must be recorded. 3
Formal arrangements for urgent decisions between 3

Board meetings.
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Appendix 2 / continued

Tier 2

Clause

What the Governance Standard expects (in summary)

Requirement
(“must”)

Recommended
best practice
(“should”)

AllBoardmembershavethesamelegalstatus: one
member - one vote.

Where the organisation employs staff, operational
management is delegated to them.

Board must appointaCompany Secretary (orpersonwith
that function).

3.2.2

TheChairleadstheBoardandensuresitworkseffectively.

Chair of the Board cannot bean employee of the
organisation.

Wheretheorganisationemploysstaff, division of
responsibilities between Chair and Chief Executive
(or equivalent) must be set out.

3.2.3

Committees should have formal terms of reference.

Committees should report regularly to the Board.

3.2.4

Where the organisation has related parties, the
relationships must be recorded.

Contractual arrangements in place governing transactions
between independent legal entities.

Boardmustactindependentlyandintheinterestsof the
organisation

Board members must avoid conflicts of interests.

Where social housing forms a minor part of the
organisation’sactivity, Boardshould have full visibility of
the housing element versus the whole of the business.

PRINCIPLE 3:
Building and
strengthening
Board
effectiveness

3.3

Board has at least five members.

Recommended maximum of 12 Board members.

Maximum term for Board members is 10 years.

Board should have appropriate skills, expertise and diversity.

Board should have succession planning.

Developingorganisations-skillsauditatleastevery
two years.

Board recruitment should be open and transparent.

Boardmembersshouldreceiveinductionandtraining.

%)

Tier 2 Clause What the Governance Standard expects (in summary) Requirement |Recommended
(“must”) | best practice
(“should”)

PRINCIPLE 4: 3.4 | Boardmustactintheorganisation’sbestinterestsand 3

Conducting placeitsinterests above personal or professionalinterests.

affairs with Boards should be open, transparent and accountable. 3

honesty and

integrity, Board must maintain highest standards of probity 3

with a and conduct.

commitment to Anindividual with direct material interest relating to the 3

openness and .

- organisation should not be a Board member.

accountability
Board should safeguard the organisation’s reputation. 3
Board should be fully informed and behave ethically, with 3
diligence andcare.

PRINCIPLE 5: 3.5.1 | Board must have oversight of the organisation’s financial 3

Ensuring governance andviability.

?ffectl.ve Board must ensure adequate resources to meet current 3

inancial : : .
. and long-term financial commitments.

and risk

management Effective arrangements for financial accounting 3
and reporting.
Formal and transparent arrangements to ensure financial 3
viability, effective internal controls, and risk management.
Developing organisations - strategic plans in line 3
with business and financial plans, alongside
measurable objectives.
Board may appoint a Treasurer (or person with that 3
function).

3.5.2 | Boardisresponsible foridentifyingand managingthe 3

organisation’s risks.
Board must operate a risk register. 3
Board should consider relevant risks at each meeting, and 3
have plans to deal with these.
Developingorganisations - should have robust risk 3
management framework.
Board should determine the organisation’s tolerance 3
of risk.
Boardshould have the expertise tochallengeand 3

scrutinise riskeffectively.

Assess Board skills, competencies and effectiveness at
appropriate intervals.

16
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Appendix 2 / continued

Tier 2 Clause What the Governance Standard expects (in summary) Requirement Recommended
(“must”) | bestpractice
(“should”)
3.5.3 | Developingorganisations-should have access tointernal 3
audit services.
Proportionate and effective systems of internal control. 3
Systems to provide assurance on organisational 3
performance and data integrity.
3.5.4 | Board must have a committee responsible for audit 3
and risk.
Auditandriskcommitteeshouldhavewrittentermsof 3
reference.
Auditandriskcommittee should bringindependent 3
scrutiny andchallenge.
3.6 3

PRINCIPLE 6:

Boardmustensure theorganisationcomplieswithits

Housing Agency Regulation Office

Appendix 3

Compliance with the
Governance Standard
- Tier 3 Organisations

The following table summarises the requirements of the Governance Standard. Note that the clauses referred to in
the second column relate to each principle as outlined in the main document.

Tier 3 Clause What the Governance Standard expects (in summary) | Requirement | Recommended
(“must”) | best practice
(“should”)
PRINCIPLE 1: 3.1 | Properly constituted and fully functioning Board. 3
Ensuring
effective . Effective governance arrangements in place to deliver 3
leadership and aims andobjectives.
direction to Board to provide vision, leadership, strategy and oversight. 3
deliver good
outcomes Formally recorded mission statement and vision. 3
Setstrategic directionand monitor progress against goals 3
and objectives.
Strategic plan. 3
PRINCIPLE 2: 3.2.1 | List of the Board's essential functions. 3
Providing
clarity about List of Board functions that cannot be delegated. 3
roles and Boardmeetsatleastfourtimesayearandholdsan Annual 3
responsibilities General Meeting,
Board policies and procedures. 3
Roles and responsibilities of Board recorded. 3
Full agendas for Board meetings. 3
Board decisions should be informed by quality, accurate 3
and timely information.
Board decisions must be recorded. 3
The Governance Standard and Assessment Framework
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Appendix 3 / continued

Tier 3

Clause

What the Governance Standard expects (in summary)

Requirement
(“must”)

Recommended
best practice
(“should”)

Formal arrangements for urgent decisions between
Board meetings.

3

AllBoardmembershavethesamelegalstatus: one
member - one vote.

Where the organisation employs staff, operational
management is delegated to them.

Board must appointaCompany Secretary (orpersonwith
that function).

3.2.2

TheChairleadsthe Boardandensuresitworkseffectively.

Chair of the Board cannot be anemployee of the
organisation.

Where the organisation employs staff, division of
responsibilities between Chair and Chief Executive (or
equivalent) must be set out.

3.2.3

Committees should have formal terms of reference.

Committees should report regularly to the Board.

3.2.4

Where the organisation has related parties, the
relationships must be recorded.

Contractual arrangements in place governing transactions
between independent legal entities.

Boardmustactindependentlyandintheinterestsof the
organisation

Board members must avoid conflicts of interests.

Where social housing forms a minor part of the
organisation’s activity, Board should have full visibility of
the housing element of the business versus the whole of
the business.

PRINCIPLE 3:
Building and
strengthening
Board
effectiveness

3.3

Board has at least five members, with recommended
maximum of 12 members.

Maximum term for Board members is 10 years.

Board should have appropriate skills, expertise and diversity.

Board should have succession planning.

Skills audit conducted at least every two years.

Board recruitment should be open and transparent.

Board members should receive appropriate induction
and training.

W W W W W

Tier 3 Clause What the Governance Standard expects (in summary) | Requirement |Recommended
(“must”) | best practice
(“should”)

PRINCIPLE 4: 3.4 | Boardmustactintheorganisation’sbestinterestsand 3

Conducting placeitsinterests above personal or professionalinterests.

affairs with Boardsshouldbeopen, transparentandaccountable. 3

honesty and

integrity, Boardmust maintain highest standards of probityand 3

with a conduct.

commitment to Anindividual with direct material interest relating to the 3

openness and .

- organisation should not be a Board member.

accountability
Board should safeguard the organisation’s reputation. 3
Board should be fully informed and behave ethically, with 3
diligence andcare.

PRINCIPLE 5: 3.5.1 | Board must have oversight of the organisation’s financial 3

Ensuring governance andviability.

e.ffectl.ve Board must ensure adequate resources to meet current 3

financial : : .

. and long-term financial commitments.

and risk

management Effective arrangements for financial accounting and 3
reporting.
Formal and transparent arrangements to ensure financial 3
viability, effective internal controls, and risk management.
Strategic plans should align with business and financial 3
plans, alongside measurable objectives.
BoardmayappointaTreasurer (or personwiththatfunction). 3

3.5.2 | Boardisresponsible foridentifyingand managingthe 3
organisation’s risks.
Board must operate a risk register. 3
Board should consider relevant risks at each meeting, and 3
have plans to deal with these.
Robust risk management framework in place. 3
Board should determine the organisation’s tolerance of risk. 3
Boardshould have the expertise tochallengeand 3
scrutinise riskeffectively.
3.5.3 | Independent external audit function. 3

Organisationshouldhaveaccesstointernalauditservices. 3
Proportionate and effective systems of internal control. 3
Systems to provide assurance on organisational 3

performance and data integrity.

Assess Board skills, competencies and effectiveness at
appropriate intervals

w
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Appendix 3 / continued

What the Governance Standard expects (in summary) Requirement Recommended
(“must”) | bestpractice
(“should”)

3.5.4 | Committee responsible for audit and risk. 3

Audit and risk committee should have written terms 3
of reference.

Auditandriskcommittee should bringindependent
scrutiny andchallenge.

PRINCIPLE 6: 3.6 | Board must ensure the organisation complies with its
Complying governing documents and all legal, compliance, regulatory

Housing Agency Regulation Office

Appendix 4

Timeframe for

implementation

Applicable* Tier Level Assessment Framework

Aguidancedgc
in January 201
2018 todevel
be providing a

4. Anticipated org
compliant wit
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