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DIRECTORS’ REPORT  
 

The Directors present their annual report and the audited financial statements for the year ended 31 March 

2020. 

 

OPERATING REVIEW 

 

Principal activities 

 

The principal activity of Wheatley Funding No. 2 Limited (“WFL2”) is the administration of the 

Wheatley Group’s loan facilities with its commercial lenders on behalf of Lowther Homes Limited 

(“Lowther”). The Company is limited by guarantee and has no share capital.  

 

Business review 

 

On 31 October 2018 an agreement was entered into by WFL2 with Bank of Scotland to provide 

borrowing capacity of £76.5m for Lowther. This facility was fully drawn on inception, with a portion of 

the funding drawn being used to repay the previous £50m Lowther facility with Royal Bank of Scotland. 

The balance of funds drawn were used for the purchase of a portfolio of 562 mid-market rent properties 

by Lowther from fellow Wheatley Group subsidiaries.   

 

On 31 March 2020, the balance due to WFL2 from Lowther was £76.5m (2019: £76.5m). During the year 

the Company has recharged Lowther for banking fees incurred.  

 

Proposed dividend  

 

The Directors do not recommend payment of a dividend. 

 

Directors and directors’ interests 
 

The Directors of the company who were in office during the year and up to the date of signing the 

financial statements were: 

Jo Armstrong   

Mike Blyth  resigned 25 September 2019 

Steven Henderson  

Martin Kelso  appointed 25 September 2019 

 

None of the Directors who held office at the end of the financial year had any disclosable interest in the 

shares of the company. 

 

Disclosure of information to auditor 

 

The Directors who held office at the date of approval of this Directors’ Report confirm that, so far as they 

are each aware, there is no relevant audit information of which the Company’s auditor is unaware; and 

each director has taken all the steps that he/she ought to have taken as a director to make himself/herself 

aware of any relevant audit information and to establish that the Company’s auditor is aware of that 

information. 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF WHEATLEY 

FUNDING NO.2 LIMITED 

 

Opinion   

We have audited the financial statements of Wheatley Funding No.2 Limited (“the company”) for the year ended 31 

March 2020 which comprise the Statement of Comprehensive Income, Statement of Changes in Equity, Statement 

of Financial Position and related notes, including the accounting policies in note 2. 

In our opinion the financial statements:   

 give a true and fair view of the state of the company’s affairs as at 31 March 2020 and of its result for the year 

then ended;   

 have been properly prepared in accordance with UK accounting standards, including FRS 102 The Financial 

Reporting Standard applicable in the UK and Republic of Ireland; and   

 have been prepared in accordance with the requirements of the Companies Act 2006.   

Basis for opinion   

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable 

law.  Our responsibilities are described below.  We have fulfilled our ethical responsibilities under, and are 

independent of the company in accordance with, UK ethical requirements including the FRC Ethical Standard.  We 

believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.   

Going concern   

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate the 

company or to cease its operations, and as they have concluded that the company’s financial position means that this 

is realistic. They have also concluded that there are no material uncertainties that could have cast significant doubt 

over its ability to continue as a going concern for at least a year from the date of approval of the financial statements 

(“the going concern period”). 

We are required to report to you if we have concluded that the use of the going concern basis of accounting is 

inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis 

for a period of at least a year from the date of approval of the financial statements.  In our evaluation of the 

directors’ conclusions, we considered the inherent risks to the company’s business model and analysed how those 

risks might affect the company’s financial resources or ability to continue operations over the going concern period.   

We have nothing to report in these respects.    

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that 

are inconsistent with judgements that were reasonable at the time they were made, the absence of reference to a 

material uncertainty in this auditor's report is not a guarantee that the company will continue in operation. 

Directors’ report   

The directors are responsible for the directors’ report.  Our opinion on the financial statements does not cover that 

report and we do not express an audit opinion thereon.   

Our responsibility is to read the directors’ report and, in doing so, consider whether, based on our financial 

statements audit work, the information therein is materially misstated or inconsistent with the financial statements or 

our audit knowledge.  Based solely on that work:   

 we have not identified material misstatements in the directors’ report;   

 in our opinion the information given in that report for the financial year is consistent with the financial 

statements; and   

 in our opinion that report has been prepared in accordance with the Companies Act 2006.   
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF WHEATLEY 

FUNDING NO.2 LIMITED (continued) 

Matters on which we are required to report by exception   

Under the Companies Act 2006 we are required to report to you if, in our opinion:  

 adequate accounting records have not been kept, or returns adequate for our audit have not been received from

branches not visited by us; or

 the financial statements are not in agreement with the accounting records and returns; or

 certain disclosures of directors’ remuneration specified by law are not made; or

 we have not received all the information and explanations we require for our audit; or

 the directors were not entitled to take advantage of the small companies exemption from the requirement to

prepare a strategic report.

We have nothing to report in these respects. 

Directors’ responsibilities  

As explained more fully in their statement set out on page 4, the directors are responsible for: the preparation of the 

financial statements and for being satisfied that they give a true and fair view; such internal control as they 

determine is necessary to enable the preparation of financial statements that are free from material misstatement, 

whether due to fraud or error; assessing the company’s ability to continue as a going concern, disclosing, as 

applicable, matters related to going concern; and using the going concern basis of accounting unless they either 

intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.   

Auditor’s responsibilities 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 

material misstatement, whether due to fraud or error, and to issue our opinion in an auditor’s report.  Reasonable 

assurance is a high level of assurance, but does not guarantee that an audit conducted in accordance with ISAs (UK) 

will always detect a material misstatement when it exists.  Misstatements can arise from fraud or error and are 

considered material if, individually or in aggregate, they could reasonably be expected to influence the economic 

decisions of users taken on the basis of the financial statements.   

A fuller description of our responsibilities is provided on the FRC’s website at 

www.frc.org.uk/auditorsresponsibilities. 

The purpose of our audit work and to whom we owe our responsibilities 

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the 

Companies Act 2006.  Our audit work has been undertaken so that we might state to the company’s members those 

matters we are required to state to them in an auditor’s report and for no other purpose.  To the fullest extent 

permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s 

members, as a body, for our audit work, for this report, or for the opinions we have formed.   

Michael Wilkie (Senior Statutory Auditor)   

for and on behalf of KPMG LLP, Statutory Auditor 

Chartered Accountants   

319 St Vincent Street 

Glasgow  

G2 5AS  

21 September 2020

http://www.frc.org.uk/auditorsresponsibilities
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STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 MARCH 

2020 
 Note  2020 2019 

   £000 £000 

     

Turnover   6 1,248 

     

Administrative expenses 3  (6) (1,248) 

     

Operating result   - - 

     

Finance income 6  2,903 1,718 

Finance costs 7  (2,903) (1,718) 

     

Result before taxation   - - 

     

Tax on result  8  -            - 

     

Result for the financial year   - - 

     

Other comprehensive income   - - 

     

Total comprehensive (expenditure)/income for 

the financial year 

13  - - 

 

 

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 MARCH 2020 

 
   Revenue 

Reserve 

Total  

Equity 

 

   £000 £000 

     

Balance at 1 April 2018   - - 

     

Result for the financial year    - - 

     

Balance at 31 March 2019   - - 

     

Result for the financial year   - - 

     

Balance at 31 March 2020   - - 

 

All amounts relate to continuing operations for the current year. 

The notes on pages 9 to 14 form part of these financial statements. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2020 

 

1 Legal status 

Wheatley Funding No. 2 Limited (“WFL2” or “the Company”) is a wholly owned subsidiary of Wheatley 

Housing Group Limited (“WHG”).  The Company is incorporated in the UK and registered under the 

Companies Act 2006.  

 

2 Accounting policies 

The following accounting policies have been applied consistently in dealing with items that are 

considered material in relation to the Company’s financial statements.  

 

Basis of preparation 

The financial statements have been prepared in accordance with applicable accounting standards and 

under the historical cost accounting rules, on a going concern basis and in accordance with the Companies 

Act 2006 and applicable accounting standards in United Kingdom and FRS 102 “The Financial Reporting 

Standard applicable in the UK and Republic of Ireland”. 

 

Under FRS 102 the Company is exempt from the requirement to prepare a cash flow statement on the 

grounds that it is a qualifying entity and its parent undertaking includes the Company in its own published 

consolidated financial statements. 

 

Going concern 

As referred to on page 3 of the Directors’ Report, the financial statements have been prepared on a going 

concern basis which the Board considers to be appropriate for the following reasons. 

 

In order to settle its own financial obligations and meet the compliance requirements of its external 

borrowings the Company is dependent on Lowther Homes generating sufficient cashflows to settle the 

payments of principal and interest on the onward loan of the funding which the Company raised. Those 

forecasts are dependent on Lowther Homes having adequate resources to continue in business over the 

going concern assessment period. 

 

The Group prepares a 30-year business plan which is updated and approved on an annual basis.  The most 

recent business plan was approved in February 2020 by the Board.   As well as considering the impact of 

a number of scenarios on the business plan the Board also adopted a stress testing framework against the 

base plan.  The stress testing impacts were measured against loan covenants and peak borrowing levels 

compared to agreed facilities, with potential mitigating actions identified to reduce expenditure.  

Following the outbreak of Covid-19 the Group has revised forecasts based on updated scenarios, 

including severe but plausible downsides. 

 

The Board, after reviewing the Group and Company budgets for 2020/21 and the Company’s financial 

position as forecast in the 30-year business plan, including changes arising from the Covid-19 pandemic, 

is of the opinion that, taking account of severe but plausible downsides, the Group and Company have 

adequate resources to continue to meet their liabilities over the period of 12 months from the date of 

approval of the financial statements (the going concern assessment period).  In reaching this conclusion, 

the Board has considered the following factors: 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2020 

 

2 Accounting policies (continued) 

 

 Rent and service charge receivable – arrears and bad debt assumptions have been increased to 

allow for customer difficulties in making payments and budget and business plan scenarios have 

been updated to take account of potential future changes in rent increases; 

 The property market – budget and business plan scenarios have taken account of delays in new 

build handovers;  

 Maintenance costs – budget and business plan scenarios have been modelled to take account 

revised profiles of repairs and maintenance expenditure, with major works being phased into 

future years; 

 Development activity – forecast development expenditure has been modelled to take account of 

potential revised investment profiles; 

 Liquidity –Lowther Homes has access to cash of £3.3m which gives significant headroom for 

committed expenditure and other forecast cash flows over the going concern assessment period; 

 The Group and Company’s ability to withstand other adverse scenarios such as higher interest 

rates and increases in the number of void properties. 

The Board believe the Group and Company have sufficient funding in place and expect the Group and 

Company to be in compliance with its debt covenants even in severe but plausible downside scenarios.  

 

Consequently, the Board is confident that the Group and Company will have sufficient funds to continue 

to meet their liabilities as they fall due for at least 12 months from the date of approval of the financial 

statements and therefore have prepared the financial statements on a going concern basis.  

 

Related party disclosures 

The Company is a wholly-owned subsidiary of Wheatley Housing Group Limited and is included within 

the consolidated financial statements of Wheatley Housing Group Limited which are publicly available.  

Consequently, the Company has taken advantage of the exemption, under the terms of FRS 102, from 

disclosing related-party transactions with wholly owned entities that are part of the Wheatley Housing 

Group.  

 

Turnover 

Turnover represents income from management fees charged to other Wheatley Group subsidiaries in the 

UK.  

 

Bank fees 

Bank arrangement fees incurred on establishing the loan facility are passed onto Wheatley Group 

subsidiaries and amortised over the projected period of the loan drawdown by those subsidiaries.  
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2020 

 

2 Accounting policies (continued) 

Finance income and finance expenditure 

Interest receivable from group companies and payable to the lenders is recognised in the year in which it 

arises.  

 

Creditors 

Balances due on bank loans and on intra-group lending are on-lent to related Group companies. No 

interest is charged by the Company to Group subsidiaries over and above that payable to the lenders.  

 

Financial instruments 

The Company has elected to apply FRS 102 Section 11 and Section 12 in accounting for financial 

instruments. FRS 102 requires some financial instruments to be carried at fair value. Bank loans are 

classed as either basic or complex financial instruments. Loans that are classed as basic under the 

requirements of FRS 102, are measured at amortised cost. The fair value of complex financial instruments 

are determined using valuation techniques that use primarily observable inputs such as short term rates, 

futures, swap rates, implied volatilities and market credit spreads for similar credit worthiness instruments  

Changes in fair values of financial instruments are taken to the Statement of Comprehensive Income. All 

loans are classed as basic.   

 

Taxation 

The charge for taxation is based on the profit for the year and takes into account taxation deferred because 

of timing differences between the treatment of certain items for taxation and accounting purposes.   

Deferred tax is recognised, without discounting, in respect of all timing differences between the treatment 

of certain items for taxation and accounting purposes which have arisen but not reversed by the date of 

the Statement of Financial Position, except as otherwise required by FRS 102. 

 

Value Added Tax 

The company is not registered for VAT. Expenditure with irrecoverable VAT is shown inclusive of VAT. 

 

3 Administrative expenses 

  2020 2019 

  £000 £000 

    

Bank commitment, audit and administrative fees   6 1,248 

                                         

The Company has no employees (2019: none). 

 

4 Auditors remuneration 

  2020 2019 

  £000 £000 

The remuneration of the Auditor (excluding VAT) is as follows:    

     - audit of these financial statements    3 3 

5 Remuneration of directors 

   

No remuneration was paid to the directors during the year (2019: nil). 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2020 

6 Finance income 

  2020 2019 

  £000 £000 

    

Receivable from group undertakings  2,903 1,718 

  2,903 1,718 

 

7 Finance costs 

  2020 2019 

  £000 £000 

    

On bank loans  (2,903) (1,718) 

  (2,903) (1,718) 

8 Tax on result on ordinary activities 

 2020 2019 

 £000 £000 

Analysis of charge in year:   

UK corporation tax  - - 

Current tax on income for the year - - 

Group tax relief - - 

 -1 - 

 

Factors affecting the tax charge for the current and previous years 

The current tax charge for small companies is equal to (2019: equal to) the standard rate of 

corporation tax in the UK of 19% (2019: 19%) as explained below. 
 

 2020 2019 

 £000 £000 

Reconciliation of effective tax rate:   

Result for the year - - 

Total tax expense - - 

Profit excluding taxation - - 

   

Tax using the UK corporation tax rate of 19% (2019:19%) - - 

Expenses not allowable for tax purposes -      - 

Total tax expense included in profit or loss - - 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2020 
 

9 Debtors: amounts falling due after more than one year 

 2020 2019 

 £000 £000 

   

Amounts owed by group undertakings 76,500 76,500 

 76,500 76,500 

Of which: 
  

Amounts owed by group undertakings 76,500 76,500 

 

 

 

10 Debtors falling due within one year 

 2020 2019 

 

 £000 £ 000 

Amounts owed by group undertakings 172 169 

 172 169 
 

Amounts owed by group undertakings are unsecured, interest free, have no fixed date of repayment and 

are repayable on demand. 
 

11 Creditors: amounts falling due within one year 

 2020 2019 

 

 £000 £ 000 

Amounts owed to group undertakings 45 49 

Bank loans - - 

Accruals 132 128 

 177       177 

 

Amounts owed to group undertakings are unsecured, interest free, have no fixed date of repayment and 

are repayable on demand. 

 

12 Creditors: amounts falling due after more than one year 

  2020 2019 

  £000 £000 

    

Bank loans  76,500 76,500 

  76,500 76,500 

    

Borrowings are repayable as follows: 2020 2019 

 £ 000 £ 000 

   

In more than five years 76,500 76.500 

   

 76,500 76,500 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2020 

 

Bank lending facility 

 

The bank loans are secured over the assets of Lowther. All loans are repayable by instalments and are 

secured by way of standard securities or other charges on certain of the properties of Lowther. The 

weighted average rate of interest was 3.77% (2019: 3.69%). During the year, the loans was at a rate of 

3.77% (2019: rates between 2.74% and 4.21%). 

 

The Company’s activities expose it to interest rate risk. The Company uses interest rate derivatives to 

manage these exposures, and has a number of interest rate swaps in place. The financial instruments are 

not used for speculative purposes.  

 

All loans are classified as basic financial instruments under FRS 102 and are carried at amortised cost.  

 

 

The carrying value of financial assets and liabilities include: 

 

  2020 2019 

  £000 £000 

    

Assets measured amortised cost  76,672 76,669 

    

Liabilities measured at amortised cost  76,677 76,677 

 

 

13 Profit and loss account and total shareholders’ funds 

 2020 2019 

 £000 £ 000 

   

At 1 April - - 

Result for the year - - 

   

At 31 March  - - 

 

14 Ultimate parent organisation 

The Company is a subsidiary undertaking of Wheatley Housing Group Limited, a company limited by 

guarantee and registered in Scotland. 

 

The only group into which the results of the Company are consolidated is Wheatley Housing Group 

Limited.  The consolidated financial statements of Wheatley Housing Group Limited may be obtained 

from the registered office at Wheatley House, 25 Cochrane Street, Glasgow, G1 1HL. 
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