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Strategic Report of the Board of Management 

The Board of Management of Scottish Borders Housing Association Ltd (“the Association” or “SBHA”) 
has pleasure in submitting its report and the audited Financial Statements for the year ended 31 March 
2023.  This aims to give the reader of these Financial Statements a clear understanding of the business 
of SBHA, and its current and anticipated performance. 

SECTION 1 – SBHA 

1.0 PRINCIPAL ACTIVITIES 

Scottish Borders Housing Association (SBHA) is a not-for-profit housing Association, registered with 
the Scottish Housing Regulator, i.e., a “Registered Social Landlord”, and operating in the Scottish 
Borders area, excluding Berwickshire.  The Association is a registered Charity, No. SC030751 and 
is registered in the UK. 

SBHA is the parent entity in a group structure which also incorporates SBHA Plus and Scottish 
Borders Building Services (SBBS), which is currently dormant.  SBHA Plus is intended to be the 
‘vehicle’ for progressing projects and activities which are unable to be carried out by SBHA due to 
its charitable status.  SBBS and SBHA Plus are non-charitable Companies.  Due to immateriality, 
the results of SBHA Plus have not been consolidated into these Financial Statements.  The 
subsidiary results are disclosed at Note 12. 

In the year ended 31 March 2023, the Association’s principal activities directly reflected the 
objectives defined in its Constitution, namely the provision of housing and housing-related services 
for people in need.   

2.0 BACKGROUND TO THE ASSOCIATION 

SBHA was established to receive the transfer of the housing stock of Scottish Borders Council (SBC) 
and in March 2003 commenced trading. The Association is a charitable organisation and manages 
some 5,626 rented and 142 factored homes as well as 1,262 non-housing units. 

The housing stock contains a range of construction types, aged between 500+ years old in the 
historical areas of Jedburgh, to less than one year old.  There are no high-rise properties, and the 
great majority of properties are flats.  SBHA have made significant investment since 2003 to improve 
the quality standards of the homes, including meeting Scottish Housing Quality Standard (SHQS) 
and working towards achieving the Energy Efficiency Standard for Social Housing. 

Key services are delivered locally by Neighbourhood teams who tailor services to those 
communities, supported by agile working and a clear service offer and suite of Customer Service 
and Neighbourhood Standards. First point of contact for all services is delivered by the Solutions 
Team and supported digitally by the MySBHA App and the established Customer Relationship 
Management (CRM) model, with the telephony system recently upgraded to enhance the customer 
experience.   

3.0 GOVERNANCE 

SBHA is governed through the Board of Management, consisting of 12 members. The governance 
structure is designed to ensure effective strategic impact and assurance.  This is delivered through 
a quarterly meeting cycle, plus 2 additional meetings for Strategic Planning and Business Plan & 
Budget Setting. There are two main Sub-Committees: Audit & Compliance Sub Committee who 
provide detailed assurance on compliance and risk; and the Customer Board, who review customer 
experience, service development and policy.  The Chair of the Board and Convenor of the Audit & 
Compliance Sub-Committee are remunerated roles. 
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Scottish Borders Housing Association is committed to placing our Tenants and customers at the 
heart of decision making and service delivery.  This is delivered in partnership with Scottish Borders 
Tenants Organisation (SBTO), the “umbrella” Tenants representative group for SBHA’s Tenants, 
based in the Head Office in Selkirk.  Funded and supported primarily through SBHA, SBTO’s remit 
is to seek, represent and take forward Tenants’ views in relation to SBHA’s Policies and procedures 
and to ensure that Tenants get the best possible service.  They work in partnership to deliver the 
commitments in “Voices Together” (SBHA’s Tenant & Community Engagement Strategy) and were 
a vital partner in developing the revised Strategy in 2021.   

4.0 SBHA 2020-25 STRATEGIC & BUSINESS PLAN 

The 2020-25 SBHA Strategic and Business Plan provides an overview of how SBHA’s mission, 
vision and values will be delivered over the 5-year period.  It was developed with the full involvement 
of the Board of Management & governance members, the SBHA Team and SBTO. 

This Strategic Plan is the lead document for SBHA’s main strategies and provides the framework for 
future decision making and a clear process for achieving commitments made.  In developing the 
strategic direction, account was taken of the Scottish Government’s National Outcomes and the 
consultation feedback on Homes Fit for 2040; the broader context of the Scottish Borders 
Community Planning Partnership; building on the vision of the Scottish Borders Community Plan to 
“working together with our communities and through targeted partnership action, the quality of life 
will improve for all who live, work or study in the Scottish Borders.”; and reflects the commitment in 
the Scottish Borders Local Housing Strategy that “every person lives in a home that meets their 
needs”.  SBHA recognises that as the largest social housing provider in the Scottish Borders it plays 
a significant role supporting the delivery of these objectives.   

The Board of Management approved the revised Strategic and Business Plan in February 2023 and 
the detailed Delivery Plan in March 2022, which focuses on 7 main projects linked to SBHA’s 
objectives.  SBHA’s Delivery Plan for years 3-5 (2022-25) of the Strategic Plan was revised after a 
series of events to reflect the themes from the emerging regional agendas such as South of Scotland 
Regional Economic Strategy and lessons learnt from the pandemic on the delivery of services and 
strategic priorities. 
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Acting on Tenant feedback is crucial to achieving better outcomes for Tenants and SBHA values 
Tenant Scrutiny of the services it provides. The 2023 Tenant Scrutiny Project focussed on the 
management of the neighbourhoods and emerging themes included building on the existing 
programme of Estate Walkabouts, improvements to communal facilities and enhancing shared 
community spaces. Some examples of improvements made from listening to Tenant feedback 
include enhanced communications with text messaging in advance of repairs visits; freephone calls 
introduced in the new telephony system; and improvements in the handling of complaints. 
   
Whilst supporting Tenants experiencing financial hardship during the cost-of-living crisis, SBHA has 
remained committed to ensuring that rents remain affordable. As a means to ensure this, the SFHA 
rent affordability tool continued to be used to assess rent levels and potential increases, and 
extensive consultation with Tenants was undertaken.  A below CPI increase of 5.0% was approved 
for 2023-24, to balance affordability but reflects the need to continue services and invest in homes 
and communities.  This was undertaken against the backdrop of the Scottish Government’s cost of 
living crisis emergency legislation, where an interim rent freeze was imposed and the added 
uncertainty of the potential for this being extended beyond March 2023.    

SBHA continue to support Tenants with its Financial Inclusion Service and the wider Neighbourhood 
Housing team.   This has never been so important given the financial hardship experienced in the 
pandemic and the deepening cost-of-living crisis described above.   At 31st March 2023, 3,299 
(2022: 2,868) Tenants were in receipt of Universal Credit, with attributing technical arrears of 
approximately £427,000 (2022: £940,000), this is due to shorter waiting times for UC claims to be 
processed.  An additional £408,000 (2022: £401,000) of income for Tenants was generated through 
the provision of dedicated welfare benefits and financial support services, supporting over 869 (2022: 
823) SBHA Tenants. 

SBHA continues to support Scottish Borders Council in the implementation of its Local Housing 
Strategy and Rapid Rehousing Transition Plan (RRTP), assisting Ukrainian refugees and supporting 
the Housing First programme, as well as updating the quality of housing need, supply, and demand 
data to improve the preventative housing options approach.  SBHA’s 45% target for lets to homeless 
households was achieved, whilst increasing tenancy sustainment levels, and maintaining positive 
empty homes performance, as well as reducing both turnover and the number of low demand 
properties. 

GREAT PLACES  
 
SBHA’s Asset Management strategy was approved in 2021 and provides the roadmap to ensure 
SBHA’s homes are fit for the future. This includes a shift in the quality and quantity of accessible and 
adaptable homes; continuing with strategies to increase proactive cyclical programmes and increase 
life cycles to ensure value is achieved; and a key priority is the journey to net zero carbon and 
achieving Energy Efficiency Standard for Social Housing (EESSH 2). 
  
Energy efficiency works have continued to progress, maximising ECO4 funding opportunities to 
continue the journey on improving affordable warmth in SBHA homes.  During the year SBHA was 
part of a South of Scotland Enterprise (SOSE) funded pilot to survey wet heating systems efficiency, 
with 91 SBHA homes included in the pilot. The pilot established the average heating efficiency to be 
81% with 62% of boilers set too high and highlighted the value of water testing and thermostat setting 
advice.  In early 2022, SBHA introduced water testing and inhibitor top up as part of its servicing 
specification to improve heating system efficiency by preventing blockages, breakdowns etc and 
engineers help tenants to reduce boiler temperatures to use less energy.    
 
A further pilot funded by the Scottish Government to install environmental sensors to 14 homes was 
undertaken and while there were some challenges, the benefits of these sensors is clear and a 
further pilot in 30 homes using an alternative product is being established. A project to install ultrafast 
fibre broadband to 2 amenity blocks is being progressed.    
 
During the year, SBHA along with the 6 other South of Scotland based RSLs, worked in collaboration 
with the Centre for Local Economic Studies (CLES), funded by South of Scotland Enterprise, to 
produce a Roadmap to Decarbonisation with a focus on the local economic impact, and is being 
assessed for next steps.   It is recognised the collaboration on the journey to Net Zero will increase 
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the social, environmental and economic impact of investment in existing affordable housing across 
the South of Scotland. The EESSH2 baseline report provides information to assist in developing 
future plans to achieve compliance with the 2032 Scottish Government targets and improve 
affordable warmth for Tenants, and this supported the design of SBHA’s Sustainability Strategy. 
 
Year 6 of the original 6 year Planned Maintenance Plan, connecting significant investment in 
neighbourhoods with the Community Model, saw total major repairs investment of £8.3m (2022: 
£7.0m), with 256 heating systems, 129 windows & 455 doors, 305 bathrooms and 177 kitchens 
upgraded, a concentration continuing in homes in Kelso and Burnfoot in Hawick.  Challenges in the 
construction market such as labour and material shortages contributed towards slippage of budgeted 
cost of £2.5m to be carried over, which predominantly relates to the supply and fit of windows, these 
challenges also resulted in significant inflationary cost pressures.   
  
Creating safe places is a key priority and keeping Tenants and the SBHA Team safe have remained 
a primary focus. Compliance programmes and associated works continue as business as usual, with 
no gas safety checks beyond their anniversary date in the year. Along with the sector, SBHA has 
focused attention on it’s responsibility to ensure that its homes are well-maintained and of a decent 
standard. To ensure robustness in how cases of damp and mould are identified and resolved, a 
review has been initiated on cases reported, policies, practices and skills to provide overall 
assurance on meeting expected standards and adopting best practice.     
 
Increasing proactive cyclical maintenance programmes has commenced with a 6-year 
Environmental programme of works to improve the quality of neighbourhoods. Despite the 
construction sector challenges, works have progressed in the year to improve the safety and appeal 
within blocks including improved secure doors and door entry systems in 9 blocks, new flooring in 
14 blocks as well as re-painting 27 communal stairwells, with an overall investment of £300k in the 
year.  A range of external communal soft and hard landscaping projects were also delivered with a 
total investment of £102k.  Investment over the next 5 years is estimated at £3m including a new 
gutter cleaning cyclical programme and delivering on Tenant priorities to improve SBHA homes, 
Safety and the Neighbourhoods. 
 
 ONE TEAM 
 
The SBHA People Strategy 2022-25 underpins the delivery of SBHA’s Strategic and Business Plan 
2022-2025.  It sets out the objectives and actions for the three years, aligned to the principles of Fair 
Work - Fulfilment, Effective Voice, Opportunity, Security, and Respect.  
  
SBHA implemented the Strategic Review during 2022-23, re-aligning the organisational structure to 
meet future business needs and continued to invest in our people to develop their skills and 
experience. This included health and safety training; equalities, diversity and inclusion awareness; 
and new emerging technologies. Leadership skills development activities have been provided such 
as mentoring and coaching and action learning workshops. Equipping our people to achieve 
enhanced outcomes for customers, opportunities for collaborative learning, skills enhancement and 
reflective learning workshops on customer service standards have also been delivered.  
 
Supporting our people to maintain good health and wellbeing has continued post-pandemic with 
wellbeing conversations, flexible working discussions, and the promotion of activities through the 
Healthy Living Group and Employee Strategy Group.   
 
The Association remains committed to contributing to the regional economy and developing the 
future workforce and maintained ongoing positive partnerships with Developing the Young 
Workforce, renewing its commitment to the Young Person’s Guarantee Scheme in the year. Like 
many businesses, recruitment in a highly competitive market has been challenging over the year 
and, in response, SBHA has enhanced its employment offer highlighting hybrid and flexible working; 
increased recruitment channels; as well as increasing the awareness of SBHA as an employer via 
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attendance at job fairs, schools and local community events.  The development of new digital, zero 
carbon and nature positive skills will help us move forward in a changing world.   
 
RESILIENT BUSINESS 
 
SBHA’s IT & Digital Strategy 2022-27 which was introduced in March 2022, focused on building IT 
as a strategic asset that enhances SBHA’s resilience and capability to drive growth, providing insight-
driven service improvements and innovative solutions over five pillars for delivery.  The journey to 
the Cloud applications continues to be expanded with the implementation completed of the 8x8 
Unified Communications and Contact Centre platform, a cloud-based communications hub 
consolidating all SBHA contact channels into a single system combining Voice, Video Conferencing, 
Contact Centre, and Social Media channels. Digital resilience action plans have progressed, with 
new security tools and processes being implemented including new cloud-based off-site disaster 
recovery, to continuously strengthen security and support the journey towards Cyber Essential Plus.  
 
Value for money continues to be a main aim of SBHA’s Procurement Strategy.  SBHA’s annual report 
of activities and progress published in 2022 for 2021-22 highlighted £39k net savings, which was 
reduced on previous years reflecting the current economic environment.   The use of frameworks 
continued in the year and the use of the local SBC framework for sub-contracted reactive works has 
been widely embedded in the Organisation. Supplier events were held with local contractors to 
support the local economic recovery and Community Wealth Building principles.  This resulted in an 
increase of local tendering opportunities and awards.  
 
In commissioning SBHA’s contract for the supply of kitchens, sustainability measures were included, 
building in a reduction on carbon emissions relating to deliveries.  The manufacturer has partnered 
with our locally based building materials provider to allow storage of full kitchen packs in their local 
branches.  This reduces their travel, creates and maintains local jobs in the branches and ensures 
SBHA has stock where and when its needed, also reducing SBHA’s own fleet travel.   This supplier 
has a proven circular economy ethos, demonstrated by their product offering of innovative products 
where lifespan can be extended and materials be recycled back into the manufacturing process, 
reducing waste.  All timber is sourced from sustainable sources being either FSC or PEFC 
accredited, and their supply chain is also committed to recycling products for other raw materials. 
 
SMART INVESTMENT CHOICES  
 
Building on the previous track record of providing solutions to over 300 long-term empty homes, 
SBHA’s commitment to regeneration and place-making is increasing.  Opportunities to continue to 
address low demand homes in central Galashiels, Newtown St Boswells, and Hawick continue to be 
explored with partners.  
 
Since 2013, 77 new homes have been built, with 18 homes currently in progress over 2 sites. SBHA 
is committed to increasing housing supply and being a part of the Scottish Government’s target to 
build 100,000 affordable homes across Scotland by 2032 (70% of which for social rent).   In the year, 
the Board of Management have reviewed and agreed SBHA’s future Development programme with 
a target of delivering 300 homes by 2028 and continued to assess opportunities and risk, especially 
in the context of volatile construction prices.  This has included a programme of 12 homes purchased 
on the open market for both social and mid-market rent in the year, with provision made in the 
programme going forward to support much needed affordable housing, including housing ear-
marked for key-workers. 
 
The acquisition of new sites and other development partnership opportunities supports the plan 
which currently includes sites in Kelso, Burnfoot in Hawick, Selkirk & Lauder, as well as the 
innovative Garages to Homes programme that will transform rows of garages into energy efficient 
bungalows and a Residential Disability Facility for Children and Young People in partnership with 
Aberlour and SBC in Tweedbank. 
 
The Warm and Well project introduced in 2020, was funded by a £43,000 grant drawn in the year, 
and delivers support to vulnerable and hard to reach tenants with energy advice including liaison 
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Rent Collection:  Rent collection has reduced in the year, 98.11% compared to 98.62% in 2022, 
reflecting the challenges of collecting rents at a time of high household inflation. The teams focussed 
on early intervention and prevention, increasing the number of referrals for Financial Inclusion and 
Affordable Warmth support.  Total rent arrears reduced to 6.30% compared to 6.88% last year, and 
Tenants have been assisted to tackle hardship by accessing the Scottish Government’s Tenant 
Grant, Crisis Intervention and Fuel Poverty funds. 
 
Empty Homes Management:  Performance in the management of empty homes has slightly 
reduced compared to last year, with total rent loss on empty homes increasing from 1.54% to 1.76%, 
although rent loss on lettable homes remained the same as last year (0.86%), which compares 
favourably to sector top quartile performance.  Satisfaction in this area remained high with 93% of 
Tenants satisfied with the standard of their home when moving in and turnover of homes available 
for let reduced to 8.6% in the year, SBHA’s lowest levels.  
 
The proportion of lets made to homeless households in 2022-23 was 45%, compared to 41% last 
year), reflecting SBHA’s continued commitment to support Scottish Borders Council in the delivery 
of its Rapid Rehousing Transition Plan. SBHA has worked closely with SBC to re-home refugees 
and the current humanitarian response to the Ukraine war will require increased collaboration in the 
coming year.  Overall, the percentage of tenancy offers refused reduced in the year from 43% last 
year to 35%.  
 
Repairs & Maintenance:  Performance in the Repairs Service continues to show some improvement 
post-Covid, however the construction industry continues to be challenging particularly on recruitment 
of trade operatives and contractor availability, impacting on service delivery due to vacant posts and 
longer lead in times before contractors can undertake works.  The number of non-emergency repairs 
has returned to pre-pandemic levels and was also impacted by the deep freeze in the winter, with 
51 homes experiencing frozen and burst pipes, and many flooding as a result.  This has meant that 
days for a non-emergency repair and first-time fix have not returned to pre-pandemic outcomes.  
This is countered with improved times to meet emergency repairs and the number of appointments 
kept. 
 
EESSH:   Performance dropped due to c.500 properties being identified as having failed insulation, 
which was subsequently removed and a new EPC undertaken.  Insulation measures were installed 
in the year with ECO 4 part-funding and a new EPC has yet to be completed, but is a priority in the 
new financial year.      
 
SHQS:  Compliance has reduced due to the impact of compliance with EESSH explained above.    
During 2023-24, properties will be targeted where works can be carried out.  We will engage with 
tenants who previously refused upgrades such as kitchen replacements to reduce the level of 
abeyances across SBHA stock. The commitment remains to look for new ways to engage with owner 
occupiers in relation to door entry, to attempt to increase the level of blocks meeting the SHQS 
standard.  
 
Gas and Electrical Safety:  Good performance continues with Tenant safety, with no gas safety 
checks missing their anniversary date and the EICR and LD2 programmes meeting compliance 
(excluding exemptions and abeyances) and now operating as business as usual. 
 
Employee Attendance:    Attendance has been lower than target over the year with a higher than 
average incidence of long-term absences and Covid-19 absence still at a significant level.  The 
ongoing impacts of the pandemic have been evident in treatment waiting times for those 
experiencing health issues.  A focus on supporting our people to improve attendance through a 
variety of measures, includes communicating access to well-being services and reviewing SBHA’s 
attendance policy and procedures. 
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SECTION 2 – FINANCIAL REPORT 
 
1.0 FUNDING 

 
 SBHA was debt funded under a stock transfer model from 2003.  In the prior year a full refinance 

with Royal Bank of Scotland plc was completed to fund aspirations for Development growth. This 
provided the best fit with SBHA’s Strategic and Financial Business Plan as set out in a cost benefit 
analysis.  The new facility agreement provides a good fit with SBHA’s cashflow profile, including the 
flexibility of a 10-year revolving credit facility to match the Development plan profile. 

 
 The facility with Lloyd’s Bank plc was ended in the prior year, with the full outstanding debt of 

£38,285,300 repaid and breakage costs from fixed rate hedging of £5,257,501 arising in 2021-22 
(this is contained as part of interest payable and similar charges in the Statement of Comprehensive 
Income and detailed in Note 7). 

 
The new Royal Bank of Scotland plc facility is split between a £40m 25-year term facility and £18m 
Revolving facility based on SONIA (‘Sterling Over-Night Index Average) and the total drawn as at 
31st March 2023 is £40m.   

  
 On 31 March 2023, SBHA complied fully with all its Loan Covenants. 

 
2.0 STATEMENT OF COMPREHENSIVE INCOME (SOCI) 2022-23 

 
 Annual Turnover increased 3.3% to £26.08m during the year. The principal source of turnover for 

the Association is rental income and related service charges.  Weekly rents including service 
charges were increased by an average of 3.8% from previous year levels.  Gross rents exclude 
unlettable voids, which in the year increased by 36.3% mainly due to a higher volume and time of 
empty homes awaiting a major repair and properties being used for decant due to property fires and 
burst pipes in the winter freeze.  Lettable empty homes have remained steady with prior year 
performance and remain significantly lower than pre-covid levels. Grant released from capital 
deferred income, is lower as the prior year included the release of grant awarded for properties which 
were subsequently impaired.   The increase in revenue grants is due to an increase in adaptations 
awarded with a spend of £312k, the fuel hardship grant of £132k and £43k drawn for the Warm and 
Well project.    

 
Operating Costs (including losses on disposal of property, plant and equipment) of £20.9m were 
6.2% higher than the previous year. Management and maintenance administration costs have 
increased during the year by £166k. Excluding pension service cost (non-cash) reducing by £128k 
and re-financing professional fees of £133k not re-occurring, other costs have increased by £427k. 
This includes a £127k increase in grant funded hardship fuel debt payments, £300k staffing, 
corporate & office running costs.  
 

   Planned and Cyclical maintenance costs increased by £0.9m at a similar level to the previous year 
and in cash terms when adding back those components capitalised, the increase is £1.85m. The 
increase in spend reflects the Planned Maintenance Programme increasing by £1.35m to £7.35m 
with slippage of £2.5m (2021-22: £2m) which has been mainly due to the challenges experienced in 
the availability of labour in the construction sector, especially in delivery of window replacement 
contracts.  This contributes to a significantly higher than budgeted surplus but will be committed and 
spent in 2023-24. Cyclical spend increased by £318k for increased gas servicing and the painting 
programme, which included slippage from the previous year and major adaptations delivered an 
increase of £140k in line with the increase in grant awarded.  
 
Reactive Maintenance costs increased by £245k (8.46%) and reflects the higher number of non-
emergency repairs.   As well as SBHA’s own Property Services team delivering this service, local 
sub-contracting usage increased, as well as the cost of materials.  

 
 Bad Debt expense decreased in the year by £162k (32.6%) with rental arrears (net of technical 

arrears) in total being of a similar level overall.  The lower expense is due to the level of bad debts 
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being written off in comparison to the prior year and the bad debt provisions for rent and sundry debt 
only increasing by £8k overall. 

 
 Depreciation costs charged to affordable letting activities (note 3) in the year have increased by 

£188k (4%) and reflects the year-on-year additional investment on existing properties with its 
subsequent write off, and the charge to impairment halved by £94k, with a reduced cost for new buy 
backs being bought in unlettable schemes requiring impairment (as per note 11b). 

 
 This year the net loss on disposal of fixed assets was £35k less than the previous year, with the loss 

on components remaining at a similar level. Tthe main change related to the net gain on disposal of 
two properties sold at market value as part of a solum swap being £51k higher than the prior year 
disposal of one property.  

 
 An actuarial gain in respect of SBHA’s membership of the LGPS arose in the year with the main 

impact due to the forecast long term gilt return increasing which is the basis for a higher discount 
rate and decreasing assumptions for longer term rates of inflation and salary increases giving rise 
to an actuarial gain of £13.3m (2022: gain of £3.6m).  Actuarial gains are non-cash and are for 
accounting treatment only.  

 
3.0 STATEMENT OF FINANCIAL POSITION (SOFP) AS AT 31 MARCH 2023 

 
 At 31 March 2023, the Association showed a positive Statement of Financial Position where assets 

exceeded liabilities, including the Local Government Pension Scheme asset.  This is a continuing 
trend from 2010-11 where increasing revenue reserves have maintained a positive Statement of 
Financial Position.   The high revenue reserves are due to the continued full implementation of 
component accounting, in accordance with which expenditure on properties owned, (as per 
accounting policy 1 (m) on page 30, where it is deemed to extend the useful life of the property or 
provides an enhancement of economic benefits or the component is replaced), is capitalised and 
added to the original cost of that property rather than being treated as an expense. 

 
 The Association showed net current assets at 31 March 2023 where those assets, which are 

generally able to be realised within one year, exceeded liabilities generally payable in the same 
period.  The liquidity ratio for 2023 was 4.48 (2022: 3.48) and decreased mainly due to higher cash 
balances as detailed below. 

   
Cash in Bank or hand is £24.5m (2022: £16.9m) and is at levels greater than anticipated due to the 
delayed expenditure in the planned maintenance programme as a result of the impact of supply 
chain availability and the new build programme, with opportunities being delayed.  The drawdown of 
a £5m loan facility tranche, with an availability period ending in August 2022, also accounts for the 
increase.   Cash in bank is expected to reduce significantly over the next 2 years as committed 
project spends are progressed. 

 
 At 31 March 2023, the Association owned 5,626 properties against 5,614 at 31 March 2022, the 

movements are explained in note 5.  SBHA’s current Accounting Policy is to show Properties at 
original cost-plus capitalised amounts on the Statement of Financial Position.  

 
 The net Pension position of the LGPS increased to a £12,791,000 net asset in the year.  The report 

is based on a triennial valuation at 31 March 2020 rolled forward, the main impact was due to the 
forecast long term gilt return increasing which is the basis for a higher discount rate and decreasing 
assumptions for longer term rates of inflation and salary increases giving rise to an actuarial gain of 
£13.3m (2022: gain of £3.6m).   
 
Unrestricted reserves and private financing are in place in order to meet future long term 
commitments.  A positive Statement of Financial Position is still anticipated to continue throughout 
the Association’s 30-year Business Plan (which is itself reviewed annually).  It should be noted 
however that the accumulated ‘reserves’ are counter-balanced by an increase in the cost of the 
Association’s properties and not in cash or other type of asset.    
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4.0 TREASURY MANAGEMENT 
 SBHA’s Treasury Management Policy sets out the policy of the Association with regard to treasury 

matters including borrowing and investing, including minimum levels of counter-party credit scoring 
required.  SBHA has adopted the key recommendations of CIPFA’s Treasury Management in the 
Public Services: Code of Practice (the “Code”) as set out in the Scottish Housing Regulator’s Standard 
on Recommended Practice for Treasury Management. 

 
The Treasury Management Policy sets out the Association’s policy concerning all of its funding or 
borrowing from external sources, and lending and investment of surplus funds.  Authorisations for 
banking and transfer of funds are also covered.  The use of financial instruments by the Association 
which are not linked to a loan agreement is currently forbidden, as is any exposure to currencies 
other than sterling. The overriding principles of the policy have been emphasised around the 
requirement to ensure that risk is managed, understood by the Board of Management and that a 
cautious approach of risk over potential returns is taken.  
 

5.0 PENSIONS 
 

 The Association participates as a closed member in the Scottish Borders Council Pension Fund 
(SBCPF), a statutory multi-employer defined benefit scheme.  It is administered by the Council in 
accordance with the Local Government Pension Scheme (Scotland) Regulations 1998, as amended.  
This scheme moved to a Career Average Revalued Earnings (CARE) calculation method in 2015, 
which replaced the Final salary valuation method. 
 

 The actuarial method used to value the Pension Fund is known as the Projected Unit Method.  The 
last valuation (triennial) was as at 31 March 2020 and, following this valuation, SBHA’s employer’s 
contributions have been set at 20.8% of pensionable pay with effect from 1 April 2022, increasing 
by 0.5% in 2023.  The Association recognises a Net Pension asset of £12,791,000  (2022:  £nil 
asset) at 31 March 2023.   

 
 A Defined Contribution pension scheme from Scottish Widows has been available to employees who 

are not members of the SBCPF since June 2013 and is the scheme to which employees were auto-
enrolled into from 1 April 2014. It is a joint contributory scheme with total contribution from the 
Association and employees being up to 12%, depending on length of service.   

 
6.0 GOING CONCERN  
 

The Board of Management has reviewed SBHA’s 30-year Business Plan, including annual and 5-
year budgets and forecasts, and have stress tested these in light of the current economic climate 
and affordability for Tenants, with an increased focus due to the Cost-of-Living emergency legislation 
which put in place a temporary cap on rent increases, but was lifted from April 2023. The Board 
approved a revised plan in 2023 based on these forecasts taking into account potential risks to rental 
income, voids and the impact of increasing costs due to inflation, especially on SBHA’s stock 
investment & Development plans.  This also focused on the impact on cash flow, ensuring sufficient 
cash is available to fund a potential significant increase in working capital requirements. This has 
provided assurance that potential financial risks can be managed. Thus, they continue to adopt the 
going concern basis of accounting in preparing the annual financial statements. 

 
SECTION 3 – CONTROLS 

 
1.0 BOARD OF MANAGEMENT AND EXECUTIVE OFFICERS 
 
 The Board of Management and Executive Officers are listed on page 1. 
 
 Each Board Member holds one fully paid, non-refundable share of £1 in the Association.  The Board 

of Management have no beneficial interest in the Association’s share capital.  The Chief Executive 
and the Directors of the Association also have no beneficial interest in the Association’s share capital, 
and they act within the authority delegated by the Board of Management. 
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Statement of Comprehensive Income 
 Note 2023  2022 

  £  £ 

Turnover 2  26,084,598   25,246,054 

Operating Expenditure 2  (20,389,826)   (19,133,636) 

(Loss) on disposal of property, plant and equipment 2,9  (478,825)   (513,620) 

Operating Surplus 2, 8  5,215,947   5,598,798 

Interest receivable 6  88,936   12,143 

Interest payable and financing costs 7  (1,244,991)   (6,584,040) 

Surplus/(Deficit) for the Year 20  4,059,892   (973,099) 

Actuarial gain in respect of Pension Scheme 24 13,276,000   3,562,000 

Total Comprehensive Income for the Year   17,335,892   2,588,901 

     
 
The results relate wholly to continuing activities. 
 
The accompanying notes on pages 27 to 50 form part of these financial statements. 
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Statement of Cashflows 
 Note 2023  2022 

  £  £ 

     

Net Cash generated from Operating Activities 21  11,816,667   12,998,457 

     

Cashflow from Investing Activities     

Purchase of Tangible Fixed Assets   (8,494,615)   (6,687,667) 

Purchase of Intangible Fixed Assets   28,493   (390,273) 

Proceeds from Sale of Tangible Fixed Assets   74,820   6,617 

Grants Received   652,580   517,908 

Interest Received   82,936   12,143 

Net Cash (Used in) Investing Activities   (7,655,786)   (6,541,272) 

     

Cashflow from Financing Activities     

Interest Paid   (1,210,995)   (6,487,354) 

Contributions to Defined Benefit Liability   (382,000)   (755,000) 

Facility Arrangement Fee                     -     (580,000) 

Debt Repaid                     -   (38,285,300) 

Debt Drawn  5,000,000    35,000,000 

Shares Issued                2                 12   

Shares (Cancelled)    (14)   (12) 

Net Cash from/(Used In) Financing Activities   3,406,993   (11,107,654) 

     
Net Increase/(decrease) in Cash and Cash 
Equivalents   7,567,874   (4,650,469) 

Cash and Cash Equivalents at Beginning of Year    16,888,773   21,539,242 

Cash and Cash Equivalents at End of Year   24,456,647   16,888,773 
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Work to existing properties which fail to meet the above criteria is charged to the Income and 
Expenditure account in the year in which it is incurred.   
 
Disposals of components and properties that take place in the normal course of the Association’s 
business are included within operating profit in accordance with the RSL SORP. 
 
Prior to the adoption of component accounting in 2012 the major components of the Association’s 
housing properties were deemed to be land and buildings, central heating, windows and doors.  
The major components are now deemed to also include kitchens, bathrooms and rewiring. Useful 
economic lives of all components have also been reviewed in line with the Association’s asset 
management strategy.  Each component has a substantially different economic life and is 
depreciated over this individual life as set out in the table below.    

 
n) Depreciation – Housing Properties 
 

Depreciation is charged on a straight-line basis over the expected economic lives of each major 
component that makes up the housing property as follows:   

  
Component Useful Economic Life 

(Yrs) 

Structure (including roofs) 50 

Wiring 40 

Central Heating 15 

Kitchens  20 

Bathrooms 25 

Windows and Doors 30 

Smoke Detector System 10 

 
A full year’s depreciation is charged on these components in the year of purchase, but no charge 
is made in the year of disposal.  Land is not depreciated. A review of expected of economic lives 
in the year increased bathrooms from 20 to 25 years. This has been accounted for prospectively 
from the year to March 2023. 

 
o) Depreciation – Other Fixed Assets 
 

The Association’s assets are written off evenly over their expected useful lives as follows: 
 

Asset Type Useful Economic Life 

(Yrs) 

Head Office 50 

Solar Panels 20 

Area Offices 10 

Tenant Improvements Over the initial term of the lease 

Furniture and Fittings 5 

Office Equipment and Info Systems 4 

Plant 4 (vehicle fixtures over 3-year lease) 

Motor Vehicles 4 

Land is not depreciated  

 
A full year’s depreciation is charged on these assets in the year of purchase, but no charge is 
made in the year of disposal. 
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p) Amortisation – Intangible Assets 
 

The Association’s assets are written off evenly over their expected useful lives as follows: 
 

Asset Type Useful Economic Life 

(Yrs) 

IT Software 4 

 
A full year’s amortisation is charged on these assets in the year of becoming operational, but no 
charge is made in the year of disposal.  Amortisation is charged to operating costs in the 
Statement of Comprehensive Income. 

 
q) Impairment of Fixed Assets 

 
An assessment is made at each reporting date of whether there are indications that a fixed asset 
(including housing properties) may be impaired or that an impairment loss previously recognised 
has fully or partially reversed.  If such indications exist, SBHA estimates the recoverable amount 
of the asset.  Indications of impairment can include environmental factors, contamination etc. 
 
Impairment is calculated as the difference between the carrying value of income generating units 
and the estimated value in use at the date an impairment loss is recognised.  Value in use 
represents the net present value of expected future cash flows from these units.  The Association 
recognises its full stock as an income generating unit with hard to let properties reviewed 
separately. 
 
Impairment of assets is recognised in the Income and Expenditure Account in operating costs. 

 
r) Cyclical Repairs and Maintenance 

 
Due to the number of properties held, the Association has a regular programme of repairs and 
maintenance and charges actual costs incurred to the Income and Expenditure account. 
 

s) Major Repairs 
 
The Association does not make provision for future Major Repairs but completes such works in 
line with an agreed Programme within a 30-year plan. These are valued at the cost incurred, and 
where it meets the requirements to recognise as capital the cost is capitalised into fixed assets 
(see policy (m)). Otherwise the cost is expensed to the income and expenditure account. 

 
t) Lease Obligations 

 
Rentals paid under operating leases are charged to the Income and Expenditure account on a 
straight-line basis. An operating lease is one which does not transfer the substantial risks and 
rewards of ownership of an asset. 
 

u) Value Added Tax 
 
The Association is VAT registered, however, a large proportion of its income, namely rents, is 
exempt for VAT purposes and therefore gives rise to a partial exemption calculation. 
Expenditure, as a result, is shown inclusive of VAT. 
 

v) Service Charge Equalisation 
 
Service Charge equalisation accounts are not used.  Any surplus or deficit made in charging for 
the provision of services to Tenants and factored properties is written off to the Income and 
Expenditure account in line with the practice previously adopted by Scottish Borders Council.  
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bb) Provisions 
 

Provisions are recognised when the Association has an obligation, at the reporting date, as a 
result of a past event which it is probable will result in the transfer of economic benefits and that 
obligation can be estimated reliably.  Provisions are measured at the best estimate of the 
amounts required to settle the obligation.  Where the time value of money is material, the 
provision is based on the present value of those amounts, discounted at the pre-tax discount rate 
that reflects the risks specific to the liability. 
 

cc) Reserves 
 
 The Association establishes restricted funds for specific purposes where their use is subject to 

restrictions imposed by third parties. 
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25. RELATED PARTIES  
 
Current Board Member John Paton-Day has been a Councillor during the year and Current Board 
Member Philippa Brosnan is Head of Secretariat of the Scottish Government’s Fuel Poverty Advisory 
Panel.  Any transactions with Scottish Borders Council and the Scottish Government are at arm’s length, 
on normal commercial terms and those Board members cannot use their position to an advantage. 
 
Current Board Members Tracey Glover and Michael Grieve and former Board Members Allen Tills and 
Gordon Saunders are also Tenants of the Association.  Current Board Member Tracey Glover’s sister 
and Former Board Member Gordon Saunder’s daughter are also Tenants of the Association.  During the 
year £25,783 (2022: £22,382) of rent was receivable from these members.  At the year-end there was 
£nil (2022: £nil) of non-technical rent arrears and £274 (2022: £620) credit due to these tenants.  Amounts 
outstanding are unsecured, non-interest bearing and will be settled in cash.  No guarantees have been 
given or received.  No expense has been recognised in the year (2022: £Nil) in respect of bad debts from 
related parties.   The tenancies are subject to normal commercial terms and conditions and do not allow 
the Board Members concerned to use their position to any advantage.  
 
As detailed in note 10, SBHA’s Chair and the Convenor of the Audit and Compliance Sub-Committee 
received emoluments in the year. 
 
SBHA Plus Ltd, a company incorporated in Scotland in July 2009, is a related party by virtue of being 
a wholly owned subsidiary of SBHA.  SBHA Plus Ltd is controlled by a Board of Directors which is 
appointed by the Board of Management of SBHA, and which contains three members of the Board of 
SBHA being Robin Hill, Michael Levack and John Paton Day.  
 
Carly Stewart, the Director of Finance of SBHA and current Secretary of SBHA, is also the secretary 
of SBHA Plus Ltd. 

 
A Service Level Agreement between SBHA and SBHA Plus Ltd took effect on 1 April 2010 and remains 
in place until a fundamental change occurs within the business of SBHA Plus which will trigger a review 
of this agreement. 

 
During the year ended 31 March 2023 SBHA recharged SBHA Plus Ltd the sum of £19,183 (2021-22: 
£13,276) representing costs incurred in connection with Mid-Market rental and Post Office activities.  
The amount due by SBHA Plus to SBHA at 31 March 2023 was £1,361 (2021-22: due to SBHA Plus 
from SBHA £9,217). 
 
Scottish Borders Building Services Limited (SBBS Ltd), a company incorporated in Scotland, is a 
related party by virtue of being a wholly owned subsidiary of SBHA.  SBBS Ltd is controlled by its own 
Board of Directors which is appointed by the Board of Management of SBHA.  SBBS Ltd was dormant 
during the year to 31 March 2023. 

 
Carly Stewart, the Director of Finance of SBHA and current Secretary of SBHA, is Secretary of SBBS 
Ltd. 

 
Robin Hill, the Chair of the Board of Management of SBHA is also a Director of SBBS Ltd but holds no 
shares in the company. 

 
There was no trading between SBHA and SBBS Ltd during the years ended 31 March 2023 or 2022. 
 
SBHA promotes and supports the active participation of its Tenants and their local communities in the 
Association's activities, and in influencing decision-making.  This is achieved by means of a grant to 
the Scottish Borders Tenants Organisation (SBTO) which in 2022-23 amounted to £98,727 (2021-22: 
£85,025), as well as SBHA's direct employment of a Tenant & Community Engagement Facilitator and 
a dedicated budget for SBHA-led Tenant Participation projects.  In 2022-23, the Association’s total 
expenditure on Tenant Participation was £96,637 (2022: £81,014). 
 




