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HELP TO BUY (WALES) LIMITED

DIRECTORS’ REPORT

The directors present their Annual Report and Financial Statements for the year ended 31 March 2018.

This directors’ report has been prepared in accordance with the provisions applicable to small companies entitled to
the small companies’ exemption.

BUSINESS REVIEW AND PRINCIPAL ACTIVITIES

The Company provides shared equity loans of up to 20% of the purchase price, to individuals wishing to purchase a
property under a Welsh Government initiative similar to those operating in England and Scotland. Help to Buy (Wales)
launched in November 2013, with builder registration, and homebuyers were able to apply to the scheme from
January 2014. :

Originally a £170 million scheme, its aim was to assist in the purchase of 5,000 homes over a two and a half year
period. Following the success of the scheme the Welsh Government launched Phase 2 of the scheme in July 2016,
enhancing the fund by a further £280 million. The directors expect the general level of activity to be maintained in the
forthcoming year.

During the year, the Company made 1,938 (2017: 1,870) investments totalling £73.6m (2017 - £69.3m).

GOING CONCERN

The Development Bank of Wales Group comprises Development Bank of Wales plc and its subsidiaries, the majority
of which provide financial services to SMEs. Help To Buy (Wales) Limited principal activities are detailed above.

The directors reviewed the Group’s working capital requirements and funds available for investment in the 18 months
ending 30 September 2019. The directors were satisfied that sufficient investment funds were available to meet
investment demand forecast to 30 September 2019 and that there were no performance issues with any of the Group’s
fund management contracts. The directors were also satisfied that there would be sufficient surplus generated by the
services business and associated working capital to cover all operating expenses to 30 September 2019 after allowing
for the cessation of Welsh Ministers revenue support from 31 March 2018. The directors also noted that discussions
were taking place with the Welsh Ministers on additional funds to invest.

The directors concluded that they have a reasonable expectation that the Company and the Group have adequate
resources to continue in operational existence for the next 12 months from the date of signing this report. Accordingly,
they continue to adopt the going concern basis in preparing the annual report and financial statements.

DIRECTORS

The current directors of the Company, who served throughout the year and to the date of the report unless otherwise
stated, are as shown on page 1.

AUDITOR
In the case of each of the persons who are directors of the Company at the date when this report is approved:

s 5o far as each of the directors is aware, there is no relevant audit information of which the Company’s auditor
is unaware; and

e each of the directors have taken all the steps that they ought to have taken as a director to make themselves
aware of any relevant audit information and to establish that the Company’s auditor is aware of that
information.



,' 4 HELP TO BUY (WALES) LIMITED

DIRECTORS’ REPORT

AUDITOR (continued)

This confirmation is given and should be interpreted in accordance with the provisions of section 418 of the Companies
Act 2006. The Group has a policy of tendering the external audit every five years. The last time the audit was tendered
was in 2016 when the incumbents Deloitte LLP were reappointed.

Approved by the Board of Directors
and signed on behalf of the Board

J Oates
Company Secretary



HELP TO BUY (WALES) LIMITED

DIRECTORS’ RESPONSIBILITIES STATEMENT

The directors are responsible for preparing the Annual Report and Financial Statements in accordance with applicable
law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law), including FRS 101 “Reduced Disclosure
Framework”. Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the Company and of the profit or loss of the company for that
period.

In preparing these financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;

e make judgements and accounting estimates that are reasonable and prudent; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Comparny will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company'’s transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible
for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities.



HELP TO BUY (WALES) LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF HELP TO BUY
(WALES) LIMITED

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Opinion

In our opinion the financial statements of Help to Buy (Wales) Limited (the ‘company’):

e give a true and fair view of the state of the company’s affairs as at 315 March 2018 and of its loss for the
year then ended,

o have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including Financial Reporting Standard 101 “Reduced Disclosure Framework™; and

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

We have audited the financial statements which comprise:

the profit and loss account;

the balance sheet;

the statement of changes in equity; and
the related notes 1 to 13.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework” (United
Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the audit of
the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We are required by ISAs (UK) to report in respect of the following matters where:

o the directors’ use of the going concern basis of accounting in preparation of the financial statements is not
appropriate; or

e the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are authorised
for issue.

We have nothing to report in respect of these matters.
Other information

The directors are responsible for the other information. The other information comprises the information included in
the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we
do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated.



HELP TO BUY (WALES) LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF HELP TO BUY
(WALES) LIMITED

Other information (continued)

If we identify such material inconsistencies or apparent material misstatements, we are required to determine whether
there is a material misstatement in the financial statements or a material misstatement of the other information. If,
based on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact.

We have nothing to report in respect of these matters.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view, and for such internal control as
the directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for 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 the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

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 an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a 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 the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website
at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

¢ the information given in the directors’ report for the financial year for which the financial statements are
prepared is consistent with the financial statements; and
e the directors’ report has been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified any material misstatements in the directors’ report.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

e 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’ exemptions in preparing the
directors’ report and from the requirement to prepare a strategic report.

e o o o

We have nothing to report in respect of these matters.

.
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HELP TO BUY (WALES) LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF HELP TO BUY
(WALES) LIMITED .

Use of our report

. 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.

_ David Heaton (Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor '

Cardiff, United Kingdom -
18 September 2018



HELP TO BUY (WALES) LIMITED

PROFIT AND LOSS ACCOUNT
For the year ended 31 March 2018

2018 2017

Notes £ £
. Turnover , : 3 632,835 670,391
Administrative expenses . ’ 5 '(I ,539,880) (1,126,556)
" Other operating income: e
Gains from the disposal of cquity mvcstmcnts ' 542,605 98,140
LOSS BEFORE FINANCE ACTIVITIES (364,440) (358,025)
Interest receivable and similar income ' . 4 38,640 142,762
Fair value gains on assets held at fair value 7 3,878,007 4,113,800
Loss on amounts owed to parent company held at fair value ~(9,159,229) -

(LOSS)/PROFIT BEF ORE TAXATION

(5,606,932) 3,898,537

Tax on (loss)/profit’ : 8 - -

(LOSS)/PROFIT FOR THE FINANCIAL YEAR
ATTRIBUTABLE TO THE OWNERS OF THE '
COMPANY (5,606,932) 3,898,537

" All activities derivé from cbnl‘inuing operalions.

There have been no recognised gains and losses for the current or prior financial year other than as stated in the prof t
and loss account. Accordingly, no separate Statement of Comprehenswe Income is presented. :

4



HELP TO BUY (WALES) LIMITED

BALANCE SHEET
As at 31 March 2018

Note
CURRENT ASSETS
Debtors
- due within one year 9
- due after one year 9
Cash at bank and in hand

CREDITORS: Amounts falling due within one year 10

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS: Amounts falling due after more than one year 10
NET (LIABILITIES)/ASSETS

CAPITAL AND RESERVES

Called up share capital 12

Profit and loss account

TOTAL SHAREHOLDERS’ (DEFICIT)/FUNDS

2018 2017
£ £
346,459 127,162
250,527,108 180,833,169
38,564,380 22,118,217
289,437,947 203,078,548
(17,102) (10,000)
289,420,845 203,068,548
289,420,845 203,068,548
(292,759,229) (200,800,000)
(3,338,384) 2,268,548
1 1
(3,338,385) 2,268,547
(3,338,384) 2,268,548

The financial statements of Help to Buy (Wales) Limited, registered number 08708403, were approved by the Board

of Directors and authorised for issue on 18 September 2018.

Signed on its behalf by

G Thorley
Director



STATEMENT OF CHANGES IN EQUITY
As at 31 March 2018

Balance at 1 April 2016

Total comprehensive income for the year
Balance at 31 March 2017

Total comprehensive loss for the year

Balance at 31 March 2018

HELP TO BUY (WALES) LIMITED

Called up
share Profit and

capital loss account Total

£ £ £

1 (1,629,990)  (1,629,989)

- 3,898,537 3,898,537

1 2,268,547 2,268,548

- (5,606,932)  (5,606,932)

1 (3,338,385)  (3,338,384)

10



HELP TO BUY (WALES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018

1.

ACCOUNTING POLICIES

The principal accounting policies are summarised below. They have been applied consistently throughout the
year and the preceding year.

Basis of accounting

Help to Buy (Wales) Limited is a Company incorporated in the United Kingdom under the Companies Act
2006. The Company is a private Company limited by shares and is registered in England & Wales. The address
of the registered office is given on page 1. The nature of the Company’s operations and its principal activities
are set out in the Directors’ Report on page 2.

The Company meets the definition of a qualifying entity under FRS 100 (Financial Reporting Standard 100)
issued by the Financial Reporting Council. These financial statements were prepared in accordance with FRS
101 (Financial Reporting Standard 101) ‘Reduced Disclosure Framework’ as issued by the Financial Reporting
Council.

The financial statements have been prepared on the historical cost basis, except for the revaluation of certain
financial instruments that are measured at revalued amounts or fair values at the end of each reporting period,
as explained in the accounting policies below. Historical cost is generally based on the fair value of the
consideration given in exchange for the goods and services. The principal accounting policies adopted are set
out below.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is directly
observable or estimated using another valuation technique. In estimating the fair value of an asset or liability,
the Company takes into account the characteristics of the asset or liability if market participants would take
those characteristics into account when pricing the asset or liability at the measurement date. Fair value for
measurement purposes in these financial statements in determined on such a basis. In addition, for financial
reporting purposes fair value measurements are categorised into Level 1, 2 or 3 based on the degree to which
the inputs to the fair value measurements are observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date;

e Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or liability.

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that
standard in relation to business combinations, presentation of a statement of cash flows, standards not yet
effective and related party transactions. Where required, equivalent disclosures are given in the group financial
statements of Development Bank of Wales plc. The group financial statements of Development Bank of Wales
plc are available to the public and can be obtained as set out in note 13.

Amendments to IFRSs and the new Interpretation that are mandatorily effective for the current year

In the current year, the Company has applied a number of amendments to IFRSs issued by the International
Accounting Standards Board (IASB) that are mandatorily effective for an accounting period that begins on or
after 1 January 2017. Their adoption has not had any material impact on the disclosures or on the amounts
reported in these financial statements.

Annual improvements to [ The Company has adopted the amendments to IFRSs included in the Annual
IFRSs 2014 - 2016 Improvements to IFRSs 2014-2016 Cycle for the first time in the current year.

cycle. The other amendments included in this package are not yet mandatorily

effective and they have not been early adopted by the company. IFRS 12 states
that an entity need not provide summarised financial information for interests
in subsidiaries, associates or joint ventures that are classified (or included in a
disposal group that is classified) as held for sale. The amendments clarify that
this is the only concession from the disclosure requirements of IFRS 12 for such
interests.

11



HELP TO BUY (WALES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018

1. ACCOUNTING POLICIES (continued)
Going concern

The Development Bank of Wales Group comprises Development Bank of Wales plc and its subsidiaries, the
majority of which provide financial services to SMEs. Help To Buy (Wales) Limited provides shared equity
loans of up to 20% of the purchase price, to individuals wishing to purchase a property under a Welsh
Government initiative. The directors reviewed the Group’s working capital requirements and funds available
for investment in the 18 months ending 30 September 2019. The directors were satisfied that sufficient
investment funds were available to meet investment demand forecast to 30 September 2019 and that there were
no performance issues with any of the Group’s fund management contracts. The directors were also satisfied
that there would be sufficient surplus generated by the services business and associated working capital to
cover all operating expenses to 30 September 2019 after allowing for the cessation of Welsh Ministers revenue
support from 31 March 2018. The directors also noted that discussions were taking place with the Welsh
Ministers on additional funds to invest.

The directors concluded that they have a reasonable expectation that the Company and the Group have adequate
resources to continue in operational existence for the next 12 months from the date of signing this report.
Accordingly, they continue to adopt the going concern basis in preparing the annual report and financial
statements.

Taxation
Current tax

Current tax is provided at amounts expected to be paid (or recovered) using the tax rates and laws that have
been enacted or substantively enacted by the balance sheet date. The tax currently payable is based on taxable
profit for the year. Taxable profit differs from net profit as reported in the profit and loss account because it
excludes items of income or expense that are taxable or deductible in other years and it further excludes items
that are never taxable or deductible.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amount of
assets and liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent
that it is probable that taxable profits will be available against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the temporary difference arises from the initial
recognition of goodwill or from the initial recognition (other than in'a business combination) of other assets
and liabilities in a transaction that affects neither the taxable profit not the accounting profit.

The carrying amount of deferred tax assets is reviewed at €ach balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or
the asset is realised based on tax laws and rates that have been enacted or substantively enacted at the balance
sheet date.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the
manner in which the Company expects, at the end of the reporting period, to recover or settle the carrying
amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and
the Company intends to settle its current tax assets and liabilities on a net basis.

Current tax and deferred tax for the year

Current and deferred tax are recognised in profit or loss, except when they relate to items that are recognised
in other comprehensive income or directly in equity, in which case, the current and deferred tax are also
recognised in other comprehensive income or directly in equity respectively.

12



HELP TO BUY (WALES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018

1.

ACCOUNTING POLICIES (continued)

Turnover

Turnover represents administration fees and interest receivable on loans. Turnover is recognised over the period
to which it relates. Interest does not become payable on the entity’s portfolio of shared equity loans until five
years following the anniversary of completion.

Interest income is recognised when it is probable that the economic benefits will flow to the Company and the
amount of revenue can be measured reliably. Interest income is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable, which is the rate that exactly discounts
estimated future cash receipts through the expected life of the financial asset to that asset’s net carrying amount
on initial recognition.

Foreign currency

The financial statements are presented in pounds sterling, which is the currency of the primary economic
environment in which the Company operates (its functional currency).

Transactions in currencies other than the functional currency are recorded at the rate of exchange at the date of
the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are
reported at the rates of exchange prevailing at that date. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

Financial instruments

Financial assets and financial liabilities are recognised in the Company’s balance sheet when the Company
becomes a party to the contractual provisions of the relevant instrument.

Financial assets

Shared Equity Loans

Shared equity loans incepted pre 31 March 2016 and for the period between 1 April 2017 and 31 March 2018
have been designated as FVTPL under the fair value option and are measured at fair value as at the balance
sheet date. Shared equity loans incepted from 1 April 2016 to 31 March 2017 are designated as Loans and
Receivables and are being held at amortised cost.

More detail on the measurement of shared equity loans can be found in Note 11, Financial Instruments.

AEmbedded Derivatives

Derivatives embedded in other financial instruments or other host contracts are treated as separate derivatives
when their risks and characteristics are not closely related to those of the host contracts and the host contracts
are not measured at FVTPL.

An embedded derivative is presented as a non-current asset or a non-current liability if the remaining maturity
of the hybrid instrument to which the embedded derivative relates is more than 12 months and is not expected
to be realised or settled within 12 months. Other derivatives are presented as current assets or current liabilities.

Impairment of financial assets

The shared equity portfolio is not interest bearing at present and there are no contractual repayments of
principal. Impairment of the shared equity book is not directly considered, however it is indirectly considered
as part of the overall valuation of the shared equity book. A number of indicators of impairment are considered
and used in the fair value model, notably a level of anticipated forced sales, along with a percentage discount
on those forced sales.

13



HELP TO BUY (WALES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018

1. ACCOUNTING POLICIES (continued)
Financial instruments (continued)
Financial assets (continued)

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
changes in value.

Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire; or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to
another entity. If the Company neither transfers nor retains substantially all the risks and rewards of ownership
and continues to control the transferred asset, the Company recognises its retained interest in the asset and an
associated liability for amounts it may have to pay. If the Company retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Company continues to recognise the financial asset
and also recognises a collateralised borrowing for the proceeds received.

Financial liabilities and equity

Debt and equity instruments are classified as either financial liabilities or equity instruments according to the
substance of the contractual arrangements.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by the Company are recognised at the proceeds received, net of
direct issue costs.

Other financial liabilities

Other financial liabilities are initially measured at fair value, net of transaction costs. Other financial liabilities
are subsequently measured at amortised cost using the effective interest method, with interest expense
recognised on an effective yield basis. The effective interest method is a method of calculating the amortised
cost of a financial liability and of allocating interest expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash payments through the expected life of the financial
liability, or, where appropriate, a shorter period, to the net carrying amount on initial recognition.

Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company’s obligations are
discharged, cancelled or they expire.

Related party transactions

In accordance with the exemption conferred by paragraph 8 (j) of FRS 101 “Reduced Disclosure Framework”
the Company has not disclosed transactions with other Group companies, where 100% of the voting rights are
controlled by the Group.

2. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Company’s accounting policies, which are described in note 1 above, the directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities
that are not readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the
period of the revision and future periods if the revision affects both current and future periods.

14



HELP TO BUY (WALES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018

2.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Critical judgements in applying the Company’s accounting policies

The following are the critical judgements, apart from those involving estimations (which are dealt with
separately below), that the directors have made in the process of applying the Company’s accounting policies
and that have the most significant effect on the amounts recognised in financial statements.

Shared Equity Loans

Shared equity loans drawn since inception of the fund to 31 March 2016 and for the period between 1 April
2017 and 31 March 2018 have been designated as FVTPL under the fair value option. The fair value model
used to calculate the fair value of the portfolio uses a number of judgemental assumptions, notably a forecast
for future House Price Index and a discount rate based on a comparable housing bond. These judgements have
a significant impact on the fair value of the book. See note 11 Financial Instruments for more detail.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance sheet
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below.

Fair value of financial Instruments

As described in note 11 the directors use their judgement in selecting appropriate valuation techniques for
financial instruments not quoted on an active market. Valuation techniques commonly used by market
practitioners are applied.

TURNOVER
An analysis of the Company’s turnover, all of which arises in the UK, is as follows:
2018 2017
£ £
Fees 66,205 149,643
Loan interest 566,630 520,748
Turmover 632,835 670,391
INTEREST RECEIVABLE AND SIMILAR INCOME
2018 2017
£ £
Interest receivable:
- Bank deposits 38,640 142,762

15



HELP TO BUY (WALES) LIMITED .

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018

5. AUDITOR’S REMUNERATION

2018 2017
Administrative expenses includes: £ £
Fees payable to the Company’s auditor for the audit of the
Company’s annual financial statements 12,500 10,000
Other services
Tax compliance
1,300 1,250

6. INFORMATION REGARDING DIRECTORS AND EMPLOYEES

None of the directors received any emoluments from the Company in the current or the prior financial year. It

is not practicable to allocate their remuneration between their services as directors of this Company and other

Group companies. Further details of directors’ remuneration are presented in the financial statements of ‘
Development Bank of Wales plc and DBW FM Limited.

The directors were the only employees of the Company during the current and the prior financial year.

7. © FAIR VALUE GAINS

2018 2017
£ £
Fair value gain on assets held at fair value 3,878,097 4,113,800
8. TAX ON (LOSS)/PROFIT
2018 2017
£ £
Current taxation
Total tax charge for the year - -
The charge for the year can be reconciled to the (loss)/profit in the profit and loss account as follows: .
£ £
(Loss)/profit before tax (5,606,932) 3,898,537
Tax on (loss)/profit at standard UK corporation tax rate of 19% (1,065,317) 779,708
(2017: 20%)
Effects of:
Effects of group relief/ other reliefs - (453,704)
Deferred tax not recognised 1,065,317 (326,004)

Total taxation charge . - -

A net deferred tax asset of £953,178 (2017: £nil) has not been recognised in respect of deductible temporary
differences and unused tax losses.

From 1 April 2017, the main rate of corporation tax reduced to 19%. In March 2016, the government announced
further reductions in the main rate of corporation tax to 17% from 1 April 2020. These changes were
substantively enacted in September 2016. The reduction in rate is not anticipated to materially affect the future
tax charge of the Company.
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HELP TO BUY (WALES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018

9.

10.

11.

DEBTORS
2018 2017
£ £
Amounts falling due within one year:
Other debtors 346,459 127,162
Amounts falling due after more than one year:
Loans receivable 250,527,108 180,833,169

The Company enters into agreements to shared-equity loan agreements with buyers of new build homes in
Wales. The average term of loans entered into is twenty five years. Interest is charged from the sixth
anniversary of the date the loan is drawn. Interest in year 6 is charged at 1.75%, and rises by RPI + 1% in
subsequent years.

Before accepting any new customer, the Company follows its investment operating guideﬁnes to assess the
affordability of the shared equity loan to the customer.

CREDITORS
2018 2017
£ £
Amounts falling due within one year:
Trade creditors . 3,302 -
Accruals 13,800 10,000
17,102 10,000
Amounts falling due after more than one year:
Amounts owed to parent company T 292,759,229 200,800,000

The Company’s financial liabilities are carried at amortised cost. The directors consider that the carrying
amount of trade creditors approximates their fair value.

There are no trade creditors past due and the trade creditors and other creditors will be settled within the credit
period offered by the counterparty.

Amounts owed to parent company relates to amounts due to Development Bank of Wales plc in relation to
Financial Transaction Reserve money received from the Welsh Government. No formal repayment terms are
in place with the Welsh Government at present; however, there is no expectation that this will be repaid within
the next 25 years. This amount is not interest bearing.

FINANCIAL INSTRUMENTS
Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the
basis of measurement and the basis on which income and expenses are recognised, in respect of each class of
financial asset, financial liability and equity instrument are disclosed in note 1 to the financial statements.

Capital risk management

The capital structure of the Company consists of cash and cash equivalents and equity, comprising issued
capital, public equity, reserves and retained earnings as disclosed in the statement of changes in equity.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018

11.

FINANCIAL INSTRUMENTS (continued)

Categories of financial instruments

HELP TO BUY (WALES) LIMITED

The Company’s financial instruments comprise shared equity loans to individuals on behalf of the Welsh
Government under the Help to Buy Wales scheme and trade receivables and payables arising from its
operations.

The accounting policy note describes how the classes of financial instrument are measured, and how income
and expenses, including fair value gains and losses, are recognised. The following table analyses the financial
assets and liabilities in the balance sheet by class of financial instrument to which they are assigned and by the
measurement basis.

Carrying value

as at 31 March 2018

£

Assets

Cash and cash
equivalents

Shared equity loans
Derivative financial

assets

Other receivables

Total financial assets
Non-financial assets

Total assets

Liabilities

Total reserves and

Amounts due to
ultimate parent at fair

value

Trade and other

payables

Total financial

liabilities
Reserves

liabilities

Note

il

il

iil

Financial

assets and Financial Total
liabilities at as.set.s .a fld
. liabilities

amortised .

cost Loans and designated
receivables at FVTPL

38,564,380 - - 38,564,380

- 70,262,631 179,463,136 249,725,767

801,341 801,341

- 346,459 - 346,459

38,564,380 70,609,090 180,264,477 289,437,947

289,437,947

292,759,229 - - 292,759,229

17,102 - - 17,102

292,776,331 - - 292,776,331

(3,338,384)

289,437,947
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018

11.

FINANCIAL INSTRUMENTS (continued)

HELP TO BUY (WALES) LIMITED

Financial Financial
Carrying value assets and assets and
as at 31 March 2017 liabilitie.s at liszilities Total
amortised Loans and designated
£ Note cost . at FYTPL
receivables
Assets
Cash and cash equivalents 22,118,217 - - 22,118,217
Loans to customers i - 69,800,999 111,032,170 180,833,169
Other receivables il - 127,162 - 127,162
Total financial assets 22,118217 69,928,161 111,032,170 203,078,548
Non-financial assets ‘ -
Total assets 203,078,548
Liabilities
Amounts due to ultimate
parent iii 200,800,000 - - 200,800,000
Trade and other payables 10,000 - - 10,000
Total financial liabilities 200,810,000 - - 200,810,000
Reserves 2,268,548
Total reserves and liabilities 203,078,548

The carrying value of the Company’s financial instruments is considered to approximate fair value and hence
a separate disclosure of carrying value versus fair value is not presented. The method of valuation of each
financial instrument is described overleaf. The following methods and assumptions have been applied in
determining fair values.

Note:
1)

ii)

iii)

The fair value of the HTBW loan book has been calculated by setting out anticipated future cash flows
and discounting these at an appropriate funding rate. A number of observable inputs have been used in
the calculation of the fair value which has resulted in a £3,878,097 gain (2017: £4,113,800 gain) on the
fair value of the shared equity loan book. The model does however, use the House Price Index (HPI) as
a key input. There is no observable data for the HPI for the 25 year duration of the model. Sensitivity
analysis on this input indicates a range of possible outcomes, and highlights the sensitivity of this
particular input on the result. A movement of 1% above or below the HPI rate used could result in an
increase in value of £8.887m or a decrease in value of £8.010m. The 1% would equate to approximately
50% of the HPI rate utilised in the model and was considered by the directors to be a reasonable figure
on which to base the sensitivity calculation. The discount factor used is based on a comparable housing
bond and sensitivity analysis on this input also indicates a range of possible outcomes, and highlights
the sensitivity of this input. A movement of 1% above or below the discount rate used could result in a
decrease in value of £8.239m or an increase in value of £9.303m. The 1% would equate to approximately
33% of the discount rate utilised in the model and was considered by the directors to be a reasonable
figure on which to base the sensitivity analysis. During the year the contract between the Welsh
Government (WG) and DBW to deliver the HTBW scheme underwent a substantial modification
resulting in derecognition and rerecognition of the liability with WG. Any fair value gains or losses in
respect of the HTBW fund are now passed to the WG rather than retained in DBW and subject to
corporation tax. The accumulated gain to date is £4,113,800 from the prior year, £3,878,097 in the
current year as noted above, and a surplus to date of £1,167,332 in respect of disposals of shared equity
properties. This gives a total amount of £9,159,229 to be transferred to the parent company.

Other receivables are measured using an amortised cost basis and calculated using the effective interest
rate method in accordance with IAS 39.

The fair value of amounts owed to our ultimate parent, other third parties, share capital and public equity
are assumed to approximate to their carrying amount at the balance sheet date.
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HELP TO BUY (WALES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018

11.

FINANCIAL INSTRUMENTS (continued)

The Company hierarchy for measuring at fair value disclosures is as follows:

Level Hierarchy for fair value disclosures

1. Quoted prices (unadjusted) in active markets for identical assets or liabilities.

2. Inputs other than quoted prices included within level 1 that are observable for the asset or liability
either directly or indirectly.

3. Inputs for the asset or liability that are not based on observable market data. For investments in non-
quoted securities, the observable inputs are derived from recent transactional events, where these
are considered reliable. These methods include using a recent valuation of the business for a funding
round, or using a recent offer from a prospective purchaser.

Reconciliation of level 3 measurements of financial assets

FVTPL
Shared-equity loan book
2018 2017
£ £
Balance 1 April 111,159,332 110,031,772
Additions 73,527,927 -
Disposals (8,300,879) (2,986,240)
Revaluations 3,878,097 4,113,800
Balance 31 March 180,264,477 111,159,332

Credit risk management

The Company’s credit risk is primarily attributable to its loan réceivables. As noted in the fair value of financial
instrument section above, financial assets may be measured at cost less an allowance for impairment. An
allowance for impairment is made where there is an identified loss event which, based on previous experience,
is evidence of a reduction in the recoverability of the cash flows.

The Company has no significant concentration of credit risk as its exposure is spread over a large number of
individual homeowners.

The following table details the Company’s sensitivity to a 1% reduction in the valuation of all financial assets,
excluding cash and cash equivalents, at the year-end.

2018 2017
£ £
Reduction in profit 2,540,000 1,799,000

Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Board of Directors, which has built an
appropriate liquidity risk management framework for the management of the Company’s short, medium and
long-term funding and liquidity management requirements. The Company manages liquidity risk by
maintaining adequate reserves and banking facilities by continuously monitoring forecast and actual cash flows
and matching the maturity profiles of financial assets and liabilities.

The deterioration in the Company’s result is not seen as a risk but as part of the normal pattern for businesses
involved in making long-term investments.

No analysis of ageing has been provided as the capital element of the shared equity loans is not due for
repayment until 25 years from inception.
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HELP TO BUY (WALES) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2018

12. CALLED UP SHARE CAPITAL

2018 2017
£ £
Authorised and allotted
1,000 ordinary shares of £1 each 1,000 1,000
Allotted, called up and fully paid .
1 ordinary share of £1 1 1

The Company has one class of ordinary shares which carry no right to fixed income.

13. ULTIMATE PARENT COMPANY AND CONTROLLING PARTY

The Company’s immediate parent undertaking is DBW Holdings Limited, a Company incorporated in the
United Kingdom. Development Bank of Wales plc is the smallest group within which the Company is a
member and for which consolidated financial statements are prepared. Welsh Ministers is the largest group
within which the group results are consolidated. The registered office address of Development Bank of Wales
plc is 1 Capital Quarter, Tyndall Street, Cardiff, CF10 4BZ. Copies of the Group financial statements of
Development Bank of Wales plc are available from Companies House, Crown Way, Maindy, Cardiff CF14
3UZ. The consolidated financial statements of Welsh Ministers may be obtained from its registered address,
Cathays Park, Cardiff, CF10 3NQ. .

Development Bank of Wales plc regards the Welsh Ministers, acting through the Welsh Government, as the
ultimate controlling party.
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