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Publication Details 
 
 

Reason for publication  
 

Governance downgrade 
 
 

Regulatory process  
 

Reactive Engagement 
 
Please see the definitions in Annex 1 for more detail 
 
 

Governance  
 

G3 (Non-compliant) 
 
The provider does not meet our governance requirements. There 
are issues of serious regulatory concern and in agreement with us 
the provider is working to improve its position. 
 
 

Viability  
 
V2 (Compliant)  
 
The provider meets our viability requirements. It has the financial 
capacity to deal with a reasonable range of adverse scenarios but 
needs to manage material risks to ensure continued compliance. 

 

 
 
 
 
 
 
 
 
Key to grades 

 
G1 / V1 Compliant 

G2 / V2 Compliant 

G3 / V3 Non-compliant and intensive regulatory engagement. 

G4 / V4 Non-compliant, serious failures leading to either intensive regulatory engagement 
or the use of enforcement powers. 
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Provider Details 

 
Origins  
 

Gentoo Group Limited (Gentoo) is a charitable community benefit society. The 
group was formed in 2001 to take a transfer of homes from Sunderland 
Metropolitan Borough Council. Its principal activities are the development, 
management and maintenance of social housing. 
 
 

Registered Entities  
  

Gentoo Group Limited is the only registered entity. 
 
 

Unregistered Entities  
 

Gentoo has five unregistered subsidiaries. Gentoo Homes Limited develops 
properties for market sale. Gentoo Developments Limited develops properties 
for outright sale using land transferred from Gentoo Group. Gentoo Genie 
Limited, registered with the Financial Conduct Authority, provides finance and 
homes for affordable homeownership. It is currently in run-down with a view to 
closure. Gentoo Care Limited provides residential care for the elderly and 
disabled. Gentoo Art of Living provides a range of support services and 
housing options to help vulnerable people. 
 
 

Geographic Spread and Scale 
 
Gentoo operates principally in Sunderland, where the group is based, and it 
has small numbers of homes in Northumberland, Redcar and Cleveland, and 
South Tyneside. 
 
It owns and manages approximately 29,000 homes the majority of which are 
for general needs. In addition, it has approximately 900 leasehold and 
affordable home ownership properties. 
 
 

Staffing and Turnover 
 

As at 31 March 2017, Gentoo employed 1,343 staff (full time equivalents). Its 
consolidated turnover in the 2016/17 financial year was £193.3m. 
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Regulatory Judgement 

 
The regulator’s assessment of Gentoo’s governance has been downgraded.  
 
The regulator has considered evidence gathered as preparation for an In-Depth 
Assessment and further information provided by Gentoo. The regulator lacks 
assurance that the board has maintained effective control and exercised its role 
with appropriate skill or diligence.  
 
The board has failed to ensure adequate control and scrutiny in discharging its 
responsibilities. It has lacked effective oversight and an appreciation of risk in 
discharging its responsibilities in line with its own governing documents and 
scheme of delegation. It has failed to ensure that governance arrangements 
were operating at the most basic level.  
 
During a significant period of restructuring the board exercised weak 
governance and internal control when agreeing executive contracts and 
severance payments to outgoing executives. In doing so, the board has failed 
to safeguard its reputation, and that of the sector.  
 
The board has been going through a period of significant renewal and having 
identified issues when finalising the 2016/17 financial statements the chair 
designate promptly brought this issue to the regulator’s attention and 
commissioned an independent investigation into the circumstances.  
 
The regulator has concluded that the board has failed to exercise adequate 
control or fully assess the risks associated in agreeing executive contracts and 
severance packages. The roles of the remuneration committee and board in 
scrutinising and agreeing matters of executive pay lacked clarity and 
transparency and as a result proposals were not diligently scrutinised and 
challenged.  
   
The regulator considers that there are significant weaknesses in the group’s 
risk management and internal control assurance frameworks, including probity 
arrangements, which need addressing to ensure compliance with regulatory 
standards.  
 
The board fully accepts the investigation’s conclusions and the need to take 
steps to prevent a recurrence and apply the wider lessons to the future 
governance of the group. The board has so far responded positively and is 
working with the regulator to agree a plan to resolve the issues.  
 
The regulator’s assessment of Gentoo’s compliance with the viability element 
of the governance and financial viability standard is unchanged. We are 
satisfied that the provider’s financial plans are consistent with and support its 
business strategy and that they are based on reasonable assumptions. The 
business plan assumes funding in place to 2023 with sufficient security 
available and demonstrates an ability to meet all lenders’ covenants. However, 
our assessment identifies specific exposures that, either individually or in 
combination, could impact on the group’s viability.  
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The first relates to a significant and increased housing sales programme. Sale 
receipts provide a sizeable contribution to the group’s forecast surplus over the 
next five years, and forecast margins appear optimistic in light of recent 
performance. The group recognises that its exposure to the housing market 
remains a key risk although it could enhance its understanding of the impact of 
this risk in combination with wider organisational risks. 

 
The second exposure relates to a recent review of asset management 
including a stock condition survey which identified a substantial number of 
properties which were not compliant with the Decent Homes Standard. This 
was self-reported to the regulator, and the works and their associated costs 
have been reflected in Gentoo’s current financial plans to achieve 100% 
compliance by July 2018. However the additional costs in early years leave the 
group more vulnerable to the crystallisation of downside risks.  
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Annex 1: Definitions of Regulatory Processes 
 

 

In Depth Assessment (IDA)  

 
An IDA is a bespoke assessment of a provider’s viability and governance, 
including its approach to value for money. It involves on-site work and 
considers in detail a provider’s ability to meet its financial obligations and the 
effectiveness of its governance structures and processes. 
 
 

Stability Checks  

 
Based primarily on information supplied through regulatory returns, a stability 
check is an annual review of a provider’s financial position and its latest 
business plan. The review is focused on determining if there is evidence to 
indicate a provider’s current judgements merit reconsideration.  
 

 

Reactive Engagement  
 
Reactive engagement is unplanned work which is triggered by new intelligence 
or a developing situation which may have implications for a provider’s current 
regulatory judgement. 
 
 

Stability Checks and Reactive Engagement  
 
In some cases, we will publish narrative regulatory judgements which combine 
intelligence gained from both Stability Checks and Reactive Engagement.  
 
 

Further Information 
 
For further details about these processes, please see Regulating the Standards 
on http://www.gov.uk/hca.  

 

http://www.gov.uk/hca

