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1 INTRODUCTION 
1.1 The purpose of this Strategy is to set out Stockport Homes Group’s 

(SHG) approach to Treasury Management, and the key Treasury 
Management objectives over the next three years.  

1.2 The previous Treasury Management Strategy was approved by the 
Stockport Homes Board in July 2017. This was developed to take into 
account the new Group structure arrangements, and was designed to 
optimise the use of resources in a controlled environment. 

1.3 The Strategy for 2019-22 will be a continuation of these themes along 
with ensuring the Group as a whole has a modern, regulatory compliant 
framework for assessing cash flows and making investment decisions. 
This will involve developing the robust monitoring of cash-flow 
forecasting, both in the short and long-term across all companies, as 
well as to further develop sophisticated stress testing scenarios. This 
will help ensure that liquidity is maintained throughout the Group, as 
well as identifying available resources for potential further investment, 
along with key pressures and risks which could affect this position. 
These developments will help in the preparation for becoming a large 
Registered Provider and the additional regulation this brings. 

1.4 SHG is ultimately owned by the Council and cannot privately borrow 
without the consent and guarantee of the Council. This brings positives, 
in terms of securing historically low interest rates and less admin in 
terms of loan covenants and management, but does mean that a large 
portion of decision making that requires significant loan funding is 
subject to Council consents. This Strategy will explore how SHG can 
utilise this borrowing to the best of its ability, and also how SHG can 
complement this with optimising its own cash reserves to invest in 
initiatives that are outside of scope for specific Council approval, for 
example outright property sales. 

2 TREASURY MANAGEMENT PRINCIPLES 
2.1 SHG follow the CIPFA Treasury Management Code as recognised 

good practice. This Code is supported by the Chartered Institute of 
Housing as being suitable for adoption by ALMO’s and Registered 
Providers of social housing, and provides a framework for effective 
treasury management.  

2.2 In line with this Code, SHG follow the three principles of treasury 
management below: 

 SHG defines Treasury Management as: the management of the 
Group’s investments and cash flows, its banking, borrowing and 
investment transactions, the effective control of the risks 
associated with these activities, and the pursuit of optimum 
performance consistent with those risks. 

 SHG regards the successful identification, monitoring and 
control of risk to be the prime criteria by which the effectiveness 
of its treasury management activities will be measured.  
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 SHG acknowledges that effective treasury management will 
provide support towards the achievement of its business 
objectives. It is therefore committed to the principles of achieving 
value for money in treasury management and to be employing 
suitable comprehensive performance measurement techniques, 
within the context of effective risk management. 

2.3 Where external borrowing is undertaken, SHG’s approach is to utilise 
the loan facility provided by the Council. These capital repayment, fixed 
rate borrowings, provide cost certainty and favourable interest rates, 
and do not result in a refinancing risk. 

2.4 SHG seeks to utilise its available resources to obtain the best returns, 
within its risk management framework. Where cash investments are 
made, these short term deposits are controlled via the Treasury 
Management Practices contained at Appendix Two. Investment for 
longer term gains are subject to rigorous financial appraisal and 
controlled through the existing financial control framework. 

3 BACKGROUND AND CONTEXT  
3.1 The financial operating environment has changed substantially since 

the previous Treasury Management Strategy was approved, with 
significant growth realised.  The key changes include: 

 New build has continued at pace, with the total net book value 

held as new build properties increasing from £30.867m to 

£51.882m and forecast to rise to in excess of £100m over the life 

of this strategy; 

 The Head Office completed, adding a significant asset to SHG’s 

asset holding of £13.550m with £8.869m of associated loan; 

 Cash balances have increased from £8.770m to £12.236m; 

 Shared ownership schemes have been successfully delivered, 

with future developments including outright sale schemes 

forecast to achieve profits of £3.267m against 299 units forecast 

over the next three years; 

 A  loan facility with SMBC is in place to support the delivery of 

affordable new homes however needs to be reviewed to ensure 

it can finance future development aspirations;  

 Interest rates for both borrowing and investment have remained 

at historic lows, rendering borrowing to deliver successful new 

build schemes highly attractive whilst returns on investments 

have been hindered.  

 The Group structure has continued to grow, with Three Sixty 

forecasting turnover of £6.8m in 2019/20 and an approved 

Business Plan outlining future growth aspirations.  

 Foundations is now live and is generating its own cash flows and 

cash considerations for the Group. 
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 Clarity over cash flows has enabled SHG to commit to invest in 

its first outright sales units based on short term cash paybacks. 

3.2 This strategy recognises that the successful growth and ongoing 
financial health of SHG can only be delivered through intelligent 
investment decisions, taking calculated risks, diversification into new 
markets that bring cash resources to the Group,  diligent financial 
management through long term cash flow forecasts, and robust cost 
benefit evaluations of investment decisions.   

3.3 SHG’s Business Transformation agenda will see further diversification 
and development for the Group over the course of this strategy. This 
will include the implementation of the Digital Transformation Strategy, 
and these further developments and improvements will be supported by 
this Treasury Management Strategy.  

3.4 The aim of this strategy is to ensure that SHG optimises the use of its 
Treasury Management function to support capital investment, growth 
and diversification over the next three years, within a controlled and 
Regulatory compliant framework.  

3.5 The Strategy will achieve this via the themes outlined below, and the 
adherence to a rigorous set of Treasury Management Practices 
(TMP’s) that are included at Appendix Two. 

4 TREASURY MANAGEMENT STRATEGIC 
OBJECTIVES 

4.1 The strategy to support the Group over the next three years will focus 
on six main strategic objectives, set out below: 

Strategic Objective One 

Ensure the liquidity of each member of SHG 

To operate as a going concern each SHG member must have cash 
resources available to be able to meet its liabilities as they become due 

High Level Action Outcome 

Robust and regular cash flow 
monitoring and reporting of each 
Group member   

Ensuring that cash is effectively 
managed across the Group  

Management of debtors and 
creditors to optimise working 
capital 

Optimal use of cash resources 
for each company 

Undertake regular review of 
minimum retained cash balances 
for each company to ensure they 
are aligned with business 
objectives and risks 

Ensure sufficient cash resources 
are in place to achieve objectives 
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Strategic Objective Two 

Enable intelligent and informed strategic decision making for 
investments  

It is recognised that as the Group continues to grow, so will its financial 
complexity, and it is critical that accurate financial information is 
available if investment decisions are to be taken in a controlled but 
enabling environment. 

High Level Action Outcome 

Robust and regular cash flow 
monitoring and reporting of each 
Group member 

Maximise resources through 
informed decision making 

Stress test cash flows against a 
range of scenarios 

Identify key risks to achievement 
of objectives and mitigating 
actions 

Continue to support invest to 
save proposals through financial 
analysis and cost benefit analysis 

Maximise resources through 
informed decision making 

 

Strategic Objective Three  

Optimise returns on available resources  

To operate effectively, SHG must be aware of its available cash 
resources and utilise these to help achieve its corporate objectives. 

High Level Action Outcome 

Invest surplus cash resources to 
maximise returns by ensuring the 
best interest rates are taken 
advantage of 

Maximise resources through 
informed decision making 

Review banking provider offer Ensure VFM of day to day 
banking arrangements 

Support invest to save proposals 
through investment appraisal 

Informed investment decisions 
are made that realise savings to 
the Group 

Identify and maximise gift aid 
opportunities 

Tax efficiency within the Group 
and support and support viability 
of services within SHL 

 

Strategic Objective Four 

Ensure robust risk management and financial controls underpin the 
approach to Treasury Management  

As the Treasury Management function manages the Groups cash 
resources it is critical that robust and effective controls are in place. 
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The TMP’s included at Appendix Two provide the high level control 
framework which will be operated. 

High Level Action Outcome 

Regular review of the financial 
control framework and TMP’s, 
including internal audit review 

Robust and effective controls are 
in operation 

Stress test cash flows against a 
range of scenarios 

Identify key risks to achievement 
of objectives and mitigating 
actions 

Ensure loan covenants are 
complied with 

SHG maintains loan compliance 
with the Council 

Under take regular review of 
minimum retained cash balances 
for each company to ensure they 
are aligned with business 
objectives and risks 

Ensure sufficient cash resources 
are in place to achieve objectives 

 

Strategic Objective Five 

Optimise the use of borrowing and use of internal resources 

Effective treasury management includes balancing the use of borrowing 
and internal resources. As borrowing facilities and internal resources 
are limited, potential returns from investments should be clearly 
understood to maximise the use of cash resources.   

High Level Action Outcome 

Review the loan facility with the 
Council to enable delivery of 
future developments 

Support the delivery of new 
housing and increased long-term 
financial strength 

Review the financing decision for 
each investment to ensure the 
optimal mix of borrowing and 
internal resources 

Unnecessary borrowing is not 
undertaken and returns are 
maximised 

Robust and regular cash flow 
monitoring and reporting of each 
Group member   

Clear visibility over available 
internal resources. Payback from 
using internal resources is 
understood to ensure resources 
are available as required in the 
longer term 

Review investment appraisal 
parameters to ensure adequate 
financial return 

Optimal investments are made 
using available resources 

Monitor available borrowing rates 
to ensure interest costs are 

Optimised resources, through 
ensuring excessive interest costs 
are not incurred 
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minimised, including assessing 
refinancing opportunities 

 

Strategic Objective Six 

SHG’s leaders will have strategic financial awareness and the right 
level of understanding to support compliant and enabling decision 
making 

The Board and Senior Management must be aware of the strategic 
financial landscape and key risks, to confidently make financial 
decisions. 

High Level Action Outcome 

Improve understanding of 
regulatory financial KPI’s with the 
Board and senior managers 

Understanding and awareness of 
financial position and 
benchmarked financial standing 

Robust and regular cash flow 
monitoring and reporting of each 
Group member   

Visibility over cash resources and 
pressures 

Agree the suite of stress testing 
scenarios of cash flows with the 
Board and Senior Management 

Awareness of what combined 
measures would lead to cash 
difficulties for SHG, key risks and 
mitigating actions 

 

5 TREASURY MANAGEMENT PRACTICES 
5.1 The Treasury Management Practices (TMP’s) are included at Appendix 

Two. The TMP’s form part of SHG’s financial control framework and set 
out a number of key principles followed by the Group based on 
recognised practice. 

5.2 CIPFA released an updated version of the CIPFA 2017 code of practice 
for Treasury Management in the Public Services. The new code of 
practice has been reviewed and has not highlighted any operational 
changes required. 

5.3 The Treasury Management Practices provide a strong foundation to 
underpin treasury management practices across the Group. These will 
be regularly reviewed to ensure the latest guidance is in operation. 

6 CONCLUSION 
6.1 This Strategy specifically takes into account the developing Group 

environment and therefore its focus needs to ensure resources from all 
companies are accounted for. Stockport Homes Group continues to 
operate a strong, robust treasury management framework ensuring that 
returns from resources are maximised through a combination of 
investing cash in initiatives and financial institutions whilst balancing the 
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working capital requirements of the Group, and operating within its risk 
management framework.  

6.2 The Strategy reflects the Group’s strong financial base and appetite for 
continued growth and diversification through optimising availability of 
borrowing and cash resources.  This is supported through robust 
parameters and practices to provide assurance to the Board that 
resources are being effectively managed in a legally compliant and 
sensible way to achieve the desired outcomes.  
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