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In my recent blog I explained the different ways in which the Regulator of Social Housing approaches different types of group structure in 
the sector. 

But what things might the Regulator be concerned about if you adopt a group structure?

The Regulator’s main concern is around governance and risk. The Regulator is wary of group governance structures which are overly 
complex. Different entities may have different legal, governance and organisational structures but it’s essential that these are joined up. 
Crucially, they should be fit for purpose – that is they should have the capacity to oversee risk and ensure proper controls are in place. 

One of the issues the Regulator has focused on is non asset holding registered provider parents. This model of group structure, usually 
has the parent having just one asset in their portfolio, just to prove they are a registered provider. The concern can be about creating 
unnecessary corporate complexity which risks a lack of focus on the social housing assets.

These organisations may be engaged in very little diverse activity of the kind which warrants a group structure. Some may be gift aiding 
the profits of, for example, private house sales back to the registered provider and using a group structure to do this. However, the returns 
on such investments can be quite small – so providers should be routinely asking themselves: is it really worth doing this? Is this model 
the best way to deliver our strategy? Are we really adding value? 

Ultimately, the Regulator is keen to see the simplification and streamlining of organisational structures – and the above model can be 
seen as acting against that. 

The Regulator is also concerned that a group structure with an unregistered parent will mean the registered provider within the group is 
not sighted or consulted on decision making elsewhere in the group. This is a particular concern if decisions are made which may impact 
on its ability to comply with regulatory standards. Or it could diminish its capacity to protect its social housing assets. In such instances a 
root and branch governance review of your group structure with particular focus on risk flows, controls and internal communications may 
be required and this is something which DTP can support you with. 

The Regulator ultimately wants to see the registered provider at the forefront of any decision making within the group. That should always 
be at the forefront of your mind.

Don’t necessarily be put off if your instincts tell you the Regulator may not like the structure you have chosen. It’s not necessarily a red 
light. If your business case is strong, your governance is robust and the aims and objectives of your group businesses are clear, there 
may be a good case for sticking with it. And remember: the Regulator cannot compel you to carry out a change of group structure. It can 
only take action to address the registered entity If it believes a group structure threatens the compliance, viability or effectiveness of the 
registered provider within the group (because that is who it is responsible for regulating).

Perhaps the best way to avoid these issues in the first place is to ask some basic questions before you dive headlong into the creation of 
a complex group structure. If you only want to diversify from your core social housing activity in a small way then it may be changing to a 
group structure isn’t helpful or necessary. Ask yourself is there another way to do the things you want to do without fundamentally altering 
your group structure? What you don’t want to do is create a number of new organisations which can end up lying dormant or threaten 
your very viability or the robustness of your governance. 

Finally here are my top tips for successful group structures …

• Ask yourself why you want to do something which is different to or could risk your core social housing activity. Why is it important? This 
has to be the first question you ask yourself. 

• Be clear on the purpose of all of the organisations in your group; set out clearly what each can and cannot do. 

• Focus on ensuring your group structure is designed to ensure you can deliver on your purpose and your strategic aims and objectives.

• Make sure you have complete clarity on governance between charitable and non-charitable entities within the group.

• Have an investment policy which is clear about how the Registered Provider in the group will be expected to support any diverse 
activity and the agreed parameters for this. As part of this, be aware of what limitations may be placed on you by charitable or exempt 
charity status. 

• Ensure you have an experienced and knowledgable company secretary. Crucially, they should know the constitutions of the group 
entities inside out – around charitable status restrictions for example. A good company secretary is there to keep you on the straight 
and narrow, to advise you of conflicts of interest and to ensure that you remain compliant with your own legal documents as well as 
external requirements. 

• If your group structure has arisen as a result of growth through acquisition or merger with other providers, make sure you focus on 
integration. The Regulator take a keen interest in how you are bringing together sometimes different business cultures. How are you 
making that work? Are you delivering on the promises you made around the business transformation potential of the new group – 
around issues like IT, service delivery, back office functions etc. Again, be prepared to be asked about this by the Regulator. 

• Make sure you understand how risk flows within your group. Ultimately, that means knowing where your money comes from for 
investment, what are the returns and what controls do you have in place. The Regulator is, of course, most interested in the risk 
exposure of the Registered Provider(s) in the group – which are usually the source of most of the funding required. 

• Stay committed to ensuring you have enough money to do the things you want to do – to achieve growth, invest in stock, and anything 
else. 

• Always be on the lookout for anything which might threaten your ability to deliver on your core aims and objectives. Leakage of cash or 
underperformance will quite rightly lead to serious questions from the Regulator. Be prepared to answer them.
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