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1. TREASURY MANAGEMENT 

1.1 SHA acknowledges the requirements of the revised Regulatory Framework 

issued by the Scottish Housing Regulator on 28th February 2019 and will 

comply with Regulatory Standard 3, “The RSL manages its resources to 

ensure its financial well-being and economic effectiveness”.  

1.2 SHA acknowledges the Regulatory Expectation to comply with the CIPFA 

“Treasury Management in the Public Services Code of Practice and Cross 

Sectorial Guidance Notes, 2017” and will do so in so far as is appropriate to 

its operations and activities.  

1.3 SHA’s purpose is the acquisition, development, provision and management of 

affordable housing. The prime objectives of its Treasury Management 

Strategy will be the provision of the financial resources necessary to achieve 

its purposes and the management of the associated risks, organisational and 

financial, which might threaten its ability to do so.  

1.4 In all Treasury Management matters SHA is risk-averse. Its Treasury 

Management policy, strategies and procedures shall be structured so as to 

minimise exposure to risks that could jeopardise the security or value of its 

assets or otherwise impede the delivery of its prime objectives. 

1.5 The Management Committee is responsible for formulating, reviewing and 

monitoring Financial Standing Orders, Financial Regulations, Treasury 

Management Policies and the Scheme of Delegation for Treasury 

Management.  

1.6 Responsibility for formulating Treasury Management Strategy rests with the 

Management Committee. Responsibility for the day to day implementation of 

Treasury Management Strategy rests with the Head of Finance in consultation 

with the Director.  The Head of Finance and her/his staff shall be required to 

act in accordance with the relevant Regulatory Standards and Guidance 

Notes as issued from time to time by the Scottish Housing Regulator or any 

successor regulatory authority. In the conduct of treasury management 

activities, the Head of Finance and her/his staff shall seek to follow the 

operational guidance set out in the CIPFA Code of Practice (2017) in so far as 

that does not conflict with Regulatory Standards and Guidance Notes issued 

from time to time by the Scottish Housing Regulator or any successor 

regulatory authority.   

1.7 In order that the Management Committee is able to undertake its 

responsibility for reviewing and monitoring Standing Orders, Financial 

Regulations, Treasury Management Policies and the Scheme of Delegation of 

Authorities for Treasury Management the Committee will receive reports at 
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least annually and within six months of the end of each financial year 

addressing - 

 a. the implementation of the Treasury Management Strategy, and 

b. a review of the Treasury Management Strategy and Treasury 

Management performance, and 

 c. a review of  

 skills, knowledge and experience at both Management Committee 

and officer levels, 

 treasury management systems and controls 

 access to independent advice  

 the identification and management of the treasury risks to which the 

Association is exposed, and 

d. setting out the results of and conclusions to be drawn from 

annual multi-variance stress testing of the Business Plan that 

demonstrates the combination of adverse circumstances which 

could lead to failure of the business and detail the planned 

controls and mitigations intended to provide resilience against 

such failure.  

1.8 Central to SHA’s management of financial risks is its Business Plan.  Through 

risk and sensitivity analysis using the Plan (that recognises the nature of the 

Association’s assets), it will form its view of the nature of liabilities that it is 

prepared to assume and in what proportions.  

 

2. CASH MANAGEMENT 

2.1 SHA’s policy is to borrow sufficient monies to meet its known and reasonable 

contingent requirements for liquidity.  The long-term level of cash balances 

required will be approved by the Management Committee as one of the long 

term financial planning assumptions. The short-term requirements will be 

approved by the Management Committee as part of the annual Treasury 

Management Strategy. SHA will not borrow material amounts of money 

substantially in advance of these requirements, unless there is a clearly 

demonstrable benefit from doing so. 

2.2 SHA will hold its surplus funds as cash or cash equivalents and will not invest 

in gilts, equities or other non-money assets that have market reactive pricing 

and may suffer diminution of value if liquidated in response to cash 

requirements rather than market conditions. 
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2.3 SHA’s policy is to lend its surplus funds only to (or deposit them only with) UK 

incorporated institutions falling under the supervisory regime of the Financial 

Conduct Authority Ltd. and having a Fitch Ratings Short Term Credit Rating of 

F1 or F2. See Appendix A to this Policy Statement for a list of institutions that 

currently meet these selection criteria. 

2.4 SHA will maintain a cash-flow forecast which identifies its future need for 

liquidity required to meet its obligations and the amount and timing of 

temporary cash surpluses. The Association will not normally lend or deposit 

its surplus funds externally for periods of longer than three months. Entering 

into contracts to lend or deposit funds for periods of longer than three months 

must be specifically approved by the Management Committee.  

2.5 In the circumstances described in 2.1 to 2.4 above, SHA’s policy is to manage 

its cash ‘in-house’ and not to employ external cash managers.  

2.6 SHA will ensure that it can re-borrow or, through its financial plan, that it is 

generating sufficient cash to make the repayment of its debt.  The Association 

may set aside funds in its accounts for the repayment of loans when that is 

necessary or prudent. 

 

3. BORROWING 

3.1 SHA will arrange sufficient committed private finance facilities to deliver its 

committed capital programme.  The Association will not enter into contracts 

for works unless it is satisfied that it will have sufficient internally generated 

funds or committed borrowing facilities in place to deliver the projects 

concerned.  

3.2 SHA may borrow by overdraft, loan agreement, bonds or loan stock, 

recoverables sold or discounted, lease, hire purchase or conditional sale 

agreement and by no other instrument. 

3.3 SHA will only take on new borrowing liabilities if it is satisfied that it 

understands and can manage the likely impact on current and future business 

performance and regulatory compliance. 

3.4 SHA will achieve and demonstrate economic effectiveness in its private 

finance facilities, as required by Regulatory Standard 3, by arranging its 

funding either through competitive tenders or by benchmarking directly 

negotiated funding offers against the market.  

3.5 SHA will not borrow funds for which its repayments of principal and/or 

payments of interest are denominated in currencies other than that in which 

its income is received, thereby avoiding foreign exchange risk. 
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3.6 SHA will not borrow funds that involve unusual risks related to taxation, 

including tax risks associated with borrowing from organisations that are not 

UK-resident. 

3.7 SHA recognises the need to be able to prematurely repay its borrowings in 

appropriate circumstances and will seek to ensure that its borrowing 

arrangements include provisions that allow it to do so wherever possible.  

3.8 When arranging private finance facilities SHA will be mindful of the potential 

risk of reliance on a single type of institution or funding product and will give 

full and proper consideration to the pros and cons of diversifying its borrowing 

facilities across a range of providers and products. The Association will seek 

to develop and maintain good relationships with a number of private sector 

lenders as and when the opportunity to do so arises and when it is considered 

to be beneficial.  

3.9 SHA will refer to its Financial Plan in determining the periods for which it 

needs credit.  It recognises that this can be different from, and in particular 

shorter than, the periods that it assumes in its appraisals.  Unless specifically 

authorised by the Management Committee SHA will not borrow for periods 

longer than it assumes in its financial appraisal of investment decisions and 

other projects. 

 

4. SECURITY/ PROMISE MANAGEMENT 

4.1 SHA will maintain a register of its assets and liabilities including a summary of 

the security requirements and other financial covenants imposed by its 

borrowing agreements. The Head of Finance will report at least each half year 

to the Management Committee on actual performance against financial 

covenants. This information will be provided by way of an appendix to the 

Management Accounts.  At least annually and whenever the budget for the 

forthcoming year is considered by the Management Committee reports will 

include a review of whether and under what circumstances breaches of 

financial covenants could potentially occur and make recommendations on 

possible action to prevent such breaches. 

4.2 SHA recognises that it needs to provide security to its funder(s).  The 

Association will grant floating legal charges over its assets only if it is 

unavoidable or there is a measurable and material benefit from doing so and 

will replace such floating charge with a first fixed charge as soon as possible 

and beneficial.  It will at all times seek to retain as high a value of uncharged 

assets as is possible and is consistent with the Business Plan and projected 

loan drawings.   
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4.3 SHA will seek to ensure that its private finance facilities provide for the 

release of excess security where debt has become over secured. In those 

circumstances the Association may seek to have excess security released by 

the lender if that is appropriate and beneficial or alternatively may seek to 

negotiate additional borrowing facilities against the excess charged security 

providing that the terms offered are market competitive.  

 

5. DEBT MANAGEMENT  

5.1 SHA recognises that there is an interest rate risk inherent in floating-rate debt 

and an inflation risk inherent in fixed-rate debt.  It will manage these risks by 

maintaining a balance between them, to be determined annually and included 

in the Treasury Management Strategy. 

5.2 In determining the periods for which interest is fixed SHA will have regard to 

inflation risk, to covenant and security management issues and to the need to 

diversify fixed interest periods. 

5.3 SHA may insure against residual interest rate risks by the direct use of the 

derivatives markets subject to the adoption of appropriate constitutional 

powers. Before endorsing a Treasury Management Strategy that suggests the 

use of financial derivative instruments the Management Committee must be 

satisfied that adequate training has been provided to ensure that the use of 

financial derivative instruments is fully understood and that appropriate 

internal controls have been established to ensure that the use of such 

instruments cannot inadvertently introduce unidentified or unacceptable 

financial risks. 

5.4 The Management Committee will determine the required target portfolio 

structure and a strategy intended to achieve that structure annually.  
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APPENDIX A 

 

Deposit Counterparties that currently meet the adopted selection criteria 

       Fitch Short Term Credit Rating  (Nov 

2020) 

 

Barclays Bank       F1 

Clydesdale Bank        F2 

Halifax Bank of Scotland (part of Lloyds Banking Group)   F1 

HSBC/Midland Banking Group     F1+ 

Lloyds Bank (part of Lloyds Banking Group)    F1 

Nationwide Building Society     F1 

NatWest Bank (part of Royal Bank of Scotland)   F1 

Royal Bank of Scotland      F1 

Santander Bank UK       F1 

Handelsbanken UK        F1+ 
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