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Sandwell Commercial Finance No. 1 Plc

Strategic report

The Directors present their ic report for Sandwell C ial Finance No. 1 Plc for the year ended 31 March 2020.
Business model, objectives and future developments

The principal activity of Sandwell Commercial Finance No. | Plc (the Company) is that of holding a commercial morigage portfolio. The entire issued share
capital of the Company is owned by Sandwell Finance Holdings Limited. The entire issued share capital of Sandwell Finance Holdings Limited is held on
trust by the Share Trustee, a professional trust company based in England and Wales. The selier of the portfolio, West Bl ich C !
Limited, a 100% owned subsidiary of West Bromwich Building Society, has no ownership interest in the above entities. There have not been any significant
changes in the Company’s principal activities in the year under review. The Directors are not, at the date of this report, aware of any likely major changes in
the Company’s activities in the next year.

On 19 May 2004, the Company acquired a commercial loan book secured on a commercial porifolio of properties located in England and Wales. The assets
originated from West Bromwich Commerciat Limited (the Seller). The acquisition of these loans was financed by the issue of mortgage backed ﬂonlmg rate

loan notes. As the assets do not meet the derecognition criteria of IFRS 9, they inue 10 be ised in the of West B ich |
Limited. The Company therefore recognises its interest in the commercial morigage book as a deemed loan from the Seller. As a result, the pnncnpal assex ol‘
the Company is a single loan to the Seller which is held at amortised cost. This loan represents a beneficial interest in the loan p

above and is subject to economic factors affecting the commercial loan market.

The activities of the Company are managed through a series of agreements. The securitisation structure has been established as a means of raising finance for

West Bromwich Building Society, the admini: and cash and its subsidiaries (WBBS Group). Under the terms of the securitisation, the
Company retains 0.01% of the average loan notes balance each vear as profit subject 10 there being sufficient available revenue receipts. Amounts retained
within the Company will be disiributed to charities for charitable purp at the discretion of the Share Trustee. Deferred consideration is payable to West

Bromwich Commercial Limited to the extent 1o which surplus income is generated by the commercial assets, to which the Company holds the beneficial
title. No deferred consideration was payable to West Bromwich Commercial Limited during the year,

As with the financial impact on the economy, the longer-term impact of COVID-19 on the Company is, as vet, unquantifiable with any degree of confidence.
The sheer scale of the government’s various support initiatives for individuals and businesses is targeted at minimising the adverse impact on the economy.
The Company revisited assumptions used in its ECL calculations as a result of the pandemic and the introduction of UK gov support sch that
followed.

The outcome of Brexit is not expected to direcuy impact the Company’s operations. with its activities being entirely UK-based. However. there are risks that
could impact the wider economy in the transitional period.

The Company’s tax charge is based on the tax regime for securitisation companies.

Review of the business

The Company’'s loss for the year is £597.000 (2019: profit £802.000). The retained loss / profit for the vear has been transferred to reserves.
The statement of financial position on page 10 of the financial statements shows the Company’s financial position at the year end date.

Key performance indicators

The key perf used by in ing the perfi of the Company are the monitoring of actual cash flows against planned
cash flows within the scheduled waterfall of pavments and the level of arrears in the underlying mortgage ponfolio.

During the year, the Company made all its pav: in d: with the scheduled fall of payments,
At 31 March 2020 there were no loans in arrears by more than 3 months (2019: none).

The Directors have assessed the carrying value of the deemed foan and recognised a provision of £nil at 31 March 2020 (2019: £2,000).

Principal risks and uncertainties

The Company’s fi ial instruments prise 2 deemed loan 10 West Bromwich Commercial Limited (equivalent to the value of its investment in the
morigages held in trust), cash and liquid derivatives, d loan, start up loan and debt securities in issue. The Company is a securitisation
company and has been structured so as to avoid, as far as possible, atl forms of financial risk. It is, and has been throughout the year under review, the

Company's policy that no trading in financial instruments is undertaken.

The principal risks arising from the C Vs fi ial i are credit risk and interest rate risk. These, and other risks which may affect the

Company’s performance, are detailed below and in note 2 to the financial statements.
Credit risk

Credit risk refers to the risk that a customer or counterparty to a contract will not be able to meet their obligations as they fall due. For the purposes of the
Company, this normally means the risk that a borrower will not repay their loan.

The ability of the Company 10 pay loan interest and principal will depend on the amount and timing of payment of interest on the mortgage loans and the
repavment of principal by the borrowers. Credit risk arises on the individual loans within the mortgage loan ponfollo which are in tum secured on the
underlving UK commercial properties. The performance of these loans is therefore infl d by the kground and the UK commercial
property market. Under ional Financial Reporting Standards (IFRSs) the beneficial interest in the mortgage portfolio is classified as a deemed loan in
the Company's statement of financial position.

In terms of admini /cash the Company has engaged West Bromwich Commercial lelled to monitor repayments on the morigage loans
in accordance with its credit policies. West Bromwich Commercial Limited is also responsible for ial loans in the trust loan pool meet the
eligibility criteria a1 loan and pool level.




Sandwell Commercial Finance No. 1 Plc

Strategic report (continued)

Interest rate risk

Interest rate risk exists where assels and liabilities have interest rates set under a different basis or which reset a1 different times. The Company minimises its
exposure 10 interest rme risk by ensuring that the interest rate characienistics of assets and liabilities are similas. Where this is not possible the Company uses

denvative fi ial 10 interest rate risk. Interest rate swaps have therefore been entered into to manage the Company's exposure 10
interes rate risk.

Liguidity risk

Liquidity risk is the risk that the Company either does not have sufficient financial resources to enable it to meet its obligations as they fall due or can secure
such resources only at excessive cost. The Company’s policy to mitigate liquidity risk is through the use of a start up and subordinated loan from West
Bromwich Commercial Limited and a liquidity facility.

The loan notes are obligations solely of the Company and will not be the responsibility of, or guaranteed by, any other entity. In particular, the loan notes will
not be obligations or responsibilities of, or guaranteed by, the Seller or any of its affiliates. However due to the limited recourse nature of the Notes the
Company is only obliged to make repayments of interest and principal in respect of the Notes to the extent that repayments are received in respect of the
morigage loans. Further details of the loan notes are given innote 11,

The Company’'s approach to

of this risk is described in note 2 to the financial statements.

Operational risk

Operational risk is the risk of loss and/or negative impact on the Company resulting from inadequate or failed intemal processes, systems or people, or from
extemal events,

The activities of the Company are strictly g d by the ion d and P which are d d to facilitate effective and efTicient
operations whilst managing the risk of failure to achieve business objectives. The Company does not have any employees and has entered into contracts with
a number of third parties whose responsibilities are d d by the i

The Company’s operations are d by West Bromwich Commercial Limited under a thorough operational risk framework established by its parent
entity, West Bromwich Building Society. This framework involves a WBBS Group Operational and Conduct Risk team, which co-ordinates regular reviews
with the function managers and collates the output for review by ex the Op I, Conduct and Information Risk Group and the

Group Risk Committee.

Section 172 Statement
A new requirement for firms is 10 explain how the directors have considered the views of stakeholders as pan of long-term decision making, in the form of a
Section 172 Statement.

Obligations included within the new statement require directors 10 act in the way they consider, in good faith, would be most likely to promote the success of
the organisation and in doing so have regard to a number of key areas:

- The likely consequences of any decision in the long term;

- How constructive relationships with wider stakeholder groups are fostered;

- How any community and environmemal impacts of our operations are considered;

-Howa for high dards of b conduct is d: and

- The need to act fairly and balance the interests of stakeholders

The entity’s key stakeholders are its admini and cash West Bromwich Building Society (WBBS) and noteholders, West Bromwich

Commercml Lid (WBCL), its cuslomers as well as the regulator. The entity does not have any employees and does not occupy stand-alone premises thereby
the ity and envi ) impacts.

A summary of the entity’s with its key stakeholders is p d below. Additionally. the WBBS Group makes use of feedback from

engagement with its wider stakeholder group includi , intermediaries and suppliers to ensure it is achieving high standards of business conduct,

Our Stakeholders How else we engage to ensure views are

considered

How the Board has considered views within decision making

Administrator and Cash
Manager

'The operations of West Bromwich Building Society and West Bromwich
Commercial Ltd are managed on a WBBS Group basis as discussed in
its annual report. Results of the commercial lending book are reviewed
on a group basis, providing comfort 1o the WBCL and WBBS Boards.

A number of Group Commitiees suppon the Company Board in the
1T and of risk as described in the

principal risks and uncertainties section.

- Decisions taken at WBBS Group level are
aligned 10 the long term strategic objectives of the
Group and factor in the views of the Group's
Employee and Member Councils as well as the
wider stakeholders of the Group as described
below.

Our Customers

The WBBS Group has a Member Council which acts as a formal body
that helps to inform the Group Board's long-term strategic decision
making. Examples include the imporiance of extending the Society’s
digital capabilities.

— n —

-M to the Group
Board monthly covering key customer metrics

- An active programme of Members® ViewPoint
Events providing an opportunity for members to
ask questions of Group Executive Directors and

senior management.

Our Regulators

'The West Bromwich Building Society’s Board maintains an open and
transparent relationship with both the FCA and the PRA. Key
engagement includes:

- The management of any actions raised by regulatory reviews at Board
level with key updates provided at regutar intervals: and

- Attendance of Board members, both Executive and non-Executive, at

- Monthly updates provided on key regulatory
items covered within the material supplied 1o the
Group Board.

- The Group engages in regular dialogue with
regulatory supervisors covering principal risks
and other matters.

loted

key reg v update gs so that all lated entities' positions are
idered in light of ing develop

Regular v “horizon ing

by the Group Legal and Regulatory Team l0
remain well informed regarding latest updates
and actions required.

By order of the Board

/

Director
14 September 2020

loannis Kyriakopoulos
Authorised Signatory
For Wilmington Trust SP Services (London) Limited




Sandwell Commercial Finance No. 1 Plc
Directors' report
The Directors present their annual report and the audited financial statements for the year ended 31 March 2020.
Directors and Directors' interests
The Directors who held office during the vear and up 10 the date of signing the financial statements were as follows:
C J Duffy (appointed on 30 September 2019)
E M Hughes (resigned on 30 September 2019)
T M Lynch (resigned on 3 April 2020)
D J Wynne
Wilmington Trust SP Services (London) Limited

The Directors benefited from qualifying third party indemnity provisions in ptace during the financial vear and at the date of this report.

Going concern

After idering the principal risks and inties within the ic report, the di have ble exp ion that the Company will have

| exi for the f¢ ble future. This is further discussed in note 1.

Dividend

The Directors do not recommend the payment of a dividend (2019: £nil).

Information included in the Strategic report

In accordance with Section 414(c) of the Companies Act 2006 (Strategic Reporn and Directors Report) Regulations 2013, the Company has prepared a
strategic report that contains information that would have previously been included in the Directors' report, which includes the principal activity of the
company and review of the business.

Disclosure of information to the auditor

The Directors who held office a1 the date of approval of this Directors' repont 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 of the steps that they ought to have taken as a Director to make

themselves aware of any relevant audit inf ion and 10 establish that the Company's auditor is aware of that information.

Auditor

In accordance with the relevant sections of the Companies Act 2006, the Company has di d with the i 10 re-appoint the auditor 1h)
New auditors will be proposed at the forth ing annual general meeting of the Company.

Statement of Directors’ responsibilities in respect of the strategic report, Directors’ report and the financial statements

The Directors are responsible for preparing the gic repon. the Di * report and the fi ial in d with applicable law and
regulations.
Company law requires the Di 1o prepare fi ial for each fi ial year. Under thal law they have elected to prepare the financial

in d: with ional Financial Reporting Standards as adopted by the European Union (IFRSs as adopted by the EU) and applicable

law.

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 siate 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:

« select suitable accounting policies and then apply them consistenily;

« make jud; ang esti that are ble. refevant and reliable:

« s1ate whether they have been prepared in accordance with IFRSs as adopted by the EU:

« assess the Company”s ability to continue as a going concem, disclosing, as applicable, matters related to going concem; and

» use the going concem basis of accounting unless they either intend to liquidate the Company or to cease operations, or have no realistic altemative but to do
so.

The Di are responsible for keeping ad ing records that are sufficient to show and exptain the Company’s ions 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 responsible for such intemal control as they determine is necessary to enable the preparation of fi ial that are free from

material misstatement, whether due to fraud or error, and have general responsibility for taking such steps as are reasonably open to them to safeguard the
assets of the Company and to prevent and detect fraud and other irregularities.

By order of the Board

loannis Kyriakopoulos
Authorised Signatory
For Wilmington Trust SP Services (London) Limited

Director
14 September 2020
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Independent auditor's report to the members of Sandwell Commercial Finance No. 1 Plc

1 Our opinion is unmodified

We have audited the fi ial

of Sand

11C

the statement of comprehensive income, the statement of changes of equity, the

of fi

ial Finance No. 1 plc (“the Company™) for the period ended 31 March 2020 which comprise
of cash flows, and the related

notes, including the accounting policies in note 1.

In our opinion the financial stalements:

ial position, the

« give a true and fair view of the state of Company’s afairs as at 31 March 2020 and of the profit for the period then ended:

« have been properly prepared in with

« have been prepared in d; with the req of the C Act 2006.
Basis for opinion

We cond our audit in with | ionat Standard

below. We believe that the audit evidence we have obtained is a

report to those charged with governance.

We were first appointed as auditor by the directors in 2007. The period of tota! uninterrupted engagement is for the 13 financial years ended 31 March 2020.
We have fulfilled our ethical responsibilities under, and we remain independent of the Company in accordance with, UK ethical requirements including the
FRC Ethical Standard as applied to listed public interest entities. No

and appropri

on Auditing (UK) (“ISAs (UK)™) and li
fhici basis for our opinion. Our audit opinion is consistent with our

| Financial Reporting Standards as adopted by the European Union; and

ibilities are d

le law. Our resp

 were provided.

2 Material uncertainty related to going concern

dit services p

d by that d

|The risk

Our response

Going concern

We draw attention to note 1 of the
financial which indi that

Disclosure quality

The directors' described on page 4, the risks
and cir that resulted in a material

since May 2009 the Company has the
option, at any interest pavment date, to
repay all of its outstanding extema}
borrowings at their carrying value at the
time. At the date of signing the audit
report the directors are uncertain
whether, and if so, when the outstanding
external borrowings will be repaid.

These events and conditions, along with
the other matters explained in note | to
the fi ial i a

uncertainty over the ability of the company to
continue as a going concern for a period of at
least a year from the date of approval of the
financial statements.

Clear and full disclosure of the facts and the
directors' rationale for the use of the going
concem basis of preparation, including that
there is a related material uncentainty, is a key
financial statement disclosure and so was the
focus of our audit in this area. Auditing

dards require that to be reported as a key

Our procedures included:

« Assessing transparency

- A ing the I and

the matters covered in the going concern
disclosure by considering the structure of the
entity by reference 1o the prospectus and
enquiry of the directors as to the likelihood of
exercise of the option.

- Assessing the going concem disclosure for
adequacy, including that there is a disclosure of
a material uncertainty,

v of

Our results
We found the disclosure of the material
uncertainty to be acceptable.

material uncentainty that may cast audit matter.
significant doubt on the company’s ability

to continue as a going concem,

‘Our opinion is not modified in respect of
this matter.

3 Other key audit s our of risks of material misstatement

Key audit matters are those matters that, in our professional judgment, were of most significance in the audit of the financial statements and include the most
significant assessed risks of material misstatement (whether or not due to fraud) identified by us, including those which had the greatest effect on: the overall
audit strategy: the allocation of resources in the audit; and directing the efforts of the engagement team. Going concemn is a significant key audit matter and is
described in section 2 of our report. We summanise below the other key audit matters, in arriving at our audit opinion above, together with our key audit
procedures to address those matters and, as required for public interest entities, our results from those procedures. These matters were addressed, and our
results are based on procedures underaken, in the context of, and solely for the purpose of, our audit of the financial statements as a whote, and in forming
our opinion thereon, and consequently are incidental to that opinion, and we do not provide a separate opinion on these matters.



Sandwell Commercial Finance No. 1 Plc

bers of

Independent auditor's report to the

Finance No. 1 Pic (continued)

The risk

JOur response

Valuation of deemed loan

Deemed loan: £2,811k (2019: £3,509k)

Refer to pages 14 to 16 (accounting policy) and notes 2 and 9 (financial disclosures)

Subjective estimate

The Company recognises a deemed loan asse1, being the beneficial interest
in a loan portfolio secured on ial properties. The value of the
deemed loan is subject to the performance of the underlying loan portfolio
and 10 ic factors affecting the ia} loan market.

The directors consider the valuation of the deemed loan by

Our procedures included:

Tests of details: We performed credit file review procedures for a selection of
loans to critically assess the ECL stage applied to individual loans and the ECL
recognised against each loan.

underlying ial loans for imp

The expected credit loss (‘ECL") on the commercial loans is derived from a
model which determines the present value of estimated future cash flows
Jattributable to the individual loans. This methodotogy i dicated on a

Benc g p We pared the key ption of exit yields
the to ily available dala on market vields for equivalent property types and
ticall d the p applied.

Test of details: We chatlenged the appropriateness of assumptions regarding
collateral values, rental yields and other cash flows on individual accounts by

in

isp
work out strategy followed by the recovery of
loans.

Given the subjectivity inherent in estimating the recoverability of loan
on a forward-looking basis, the of ECLs is highly
judgemental. The subjectivity in respect of these assumptions has
increased further at the current year end as a result of the uncertainties
arising from COVID-19.

Inp lar, jud is required on the key areas of*

ing to supporting documentation, such as lease agreements, market
valuations and other evidence, including considering the impact of uncertainties
arising from COVID-19.

Historical comparisons: We considered the appropriateness of assumptions
regarding rental vields and other cash flows on individual accounts by
comparing these to actual rental or other income received in recent periods.

Our market expertise: Our in-h valuation sp critically d the
discount rate curve applied in the impairment assessment against market data
and forecasts.

estimate ECLs, particularly in determining collateral valuation and property
exil yields: rental yields and income forecasis: the expected date of sale:
and discount rates. These assumptions are the key drivers of the ECL
results and are therefore the most significant judgemental aspect of the
Company's ECL modelling approach.

FEconomic scenarios: IFRS 9 requires the Company 1o measure ECLs on
an unbiased-forward looking basis reflecting a range of future economic

diti Signifi jud is applied in d i
the economic scenarios used and the probability weightings applied to
them,

The effect of these matters is that, as pant of our risk assessment, we

determined that the valuation of the deemed loan has a high degree of
imati inty, with a p ial range of b

greater than our iality for the fi ial

potentially manv times that amount.

as a whole, and

FSignificant increase in credit risk (*SICR’): The critena selected to B king p We Iy d ’s
identify a significant increase in credit risk is a key area of judgement assumptions by comparing against market forecasis and other comparable
within the Company's ECL calculation as these criteria d whether |infc jon to ider their bl
a 12 month or lifetime provision is recorded.

Evaluating directors’ intent: We performed procedures to critically assess the
I-Mode! estimati Inh ly jud | are used to Company’s ability and intent to apply the workout strategy to suppon the

forecast scenarios in the ECL assessment.

Assessing transparency: We evaluated the adequacy of the Company's
disclosures in note | regarding the estimation uncertainty inherent in arriving at
the expected credit loss amount. This included an of the discl

made in light of the increased uncenainty arising from COVID-19.

Our results

We found the resulting estimate of the vafuation of the deemed loan to be
acceptable (2019: acceptable).
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Sandwell C

Independent auditor's report to the members of Sandwell Commercial Finance No. 1 Plc (continued)

C ity of the securitisation structure contractual terms present a risk to the accounting of interest income, interest expense, deemed loan and

borrowings

Interest income £687k (2019 £790k)

Interest expense £1.432k (2019: £74k)

Deemed loan £2,811k (2019: £3,509k)

Debi securities in issue £9,292k (2019: £10,598k)

Refer to pages 13 to 16 (accounting policy) and notes 3,4,9 and 11 (financiat disclosures)

Securitisation structure Our procedures included:

'The company was set up by West Bromwich Commercial Lid with the sole {Inspection of documents: We compared the underlying transaction flows and
purpose being to issue asset-backed notes as part of the itisation of a ing against key legal and contractual documents and reports.
pool of loans.

These included:
‘The complex structure can lead to a lack of understanding of transactions
and the contractual terms of the various financial instruments, hence there  |FThe base prospectus and final terms of the Deemed loan and Debt Securities in
is risk that interest income and the principal balances receivable from loans |issue which govemn the operation of the Company and its transaction {lows to
(referred to as ‘Deemed loan’). interest expense and the principal bal ds d the itisation structure and accounting impact of the

of asset backed notes payable to investors (referred 10 as *Debt securities in |securitisation transaction.

issue’) are not appropriately accounted and reported.

I-All minutes of board of directors’ meetings for the vear to identify and
investigate any unusual trends or incidents that would indicate a misstatement
in the balances of the Deemed toan, Debt Securities in Issue and associated
interest income and interest expense.

Test of details: We have recalculated interest income and interest expense
arising from the Deemed loan and Debt Securities in Issue respectively.

Our results

We found the accounting and reporting of the Deemed Loan, Debt Securities in
Issue, interest income and interest expense 1o be acceptable (2019: acceptable).

We continue 10 perform procedures over the impact of uncertainties due to the UK exiting the European Union on our audit. However, as time has passed
since Article 50 was first triggered, and the UK has now left the EU, the Company has had more time to plan for different scenarios of exit and the level of
understanding about how Brexit might impact the Company has increased, Therefore, we have not assessed this as one of the most significant risks in our
current vear audit and, therefore, it is not in our report this year.

Iv identi fied

4 Our application of materiality and an overview of the scope of our audit

Materiality for the fi ial as a whole was set a1 £29.5k (2019: £45Kk), d ined with refe 1o a benchmark of total assets, of which it
represents 0.99% (2019: 0.99%).

iality as the Company is not set up 10 make a statutory profit and accordingly its
ial focus their ion on.

We consider total assets to be the most appropriate b rk for
strategy is not one purely of profit maximisation. Total assets are deemed to be the benchmark which users of the fi

We agreed to report to those charged with g any d or d identified mi ding £1.5k (2019: £2.25k), in addition to
other identified misstatements that \\armmed reporting on qualitative grounds.

5 We have nothing to report on the other information in the Annual Report

The directors are responsible for the other information presented in the Annual Report together with the financial statements. Our opinion on the financial
statements does not cover the other information and, accordingly, we do not express an audit opinion or, except as explicitly stated below, any form of
assurance conclusion thereon.

Our respon51b|l|l\' IS to read the other information and. in doing so, consider whether, based on our financial statements audit work, the information therein is
i d ori i with the fi ial or our audit knowledge. Based solely on that work we have not identified material
misstatements in the other information.

Strategic report and directors’ report

Based solely on our work on the other information:

< we have not identified material mi in the gic report and the directors’ report;
« in our opinion the information given in those reports for the fi ial period is i with the fi ial and
« in our opinion those reports have been prepared in d with the Companies Act 2006.
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Independent auditor's report to the bers of Sandwell C cial Finance No. 1 Plc (continued)
6 We have nothing to report on the other matters on which we are required to report by exception

Under the Companies Act 2006, we are required 1o report 1o you if; in our opinion:

« adequate accounting records have not been kept by the Company, or retumns adequate for our audit have not been received from branches not visited by us;
or

«thefi ial are not in ag; with the ing records and retums; 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.

We have nothing to report in these respects.
7 Respective responsibilities

Directors’ responsibilities

As explained more fully in their statement set oul on page 4, the Di are ible for: the ion of the financial including being
satisfied that they give a true and fair view: such intemal control as they determine is necessary to enable the preparation of fi ial that are free
from material misstatement, whether due 10 fraud or error: assessing the Company”s ability to continue as a going concem, disclosing. as applicable, matters
related 1o going concern: and using the going concem basis of accounting unless they either intend to liquidate the Company or to cease operations, or have
no realistic alterative but 10 do so.

Auditor’s responsibilities

Our objectives are to obtain bl about whether the financial siatements as a whole are free from maierial missiatement, whether due to
fraud or other irregularities (see below), or error, and 10 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, other irregutarities or error and are considered material if, individually or in aggregate, they could bly be expected to infl the

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

A fuller description of our responsibilities is provided on the FRC's websile at wwaw.frc.org.uk/auditorsresponsibilities.

Irregularitics - ability 1o detect
We identified areas of laws and regulations that could reasonably be expected to have a materia} effect on the financial statements from our general

commercial and sector experience and through di ion with the di and other (as required by auditi dards), and di: with
the di and other the policies and proced: garding i with laws and lati We icated identified laws and
regulations throughout our team and ined alen to any indications of non- li h hout the audit.

1 arahl

varies

‘The potential effect of these laws and on the fi

ot s ading £ Iudi

The company is subject to laws and rebululions that directly affect the fi | reporting ) retated
legislation), distributable profits legislation and taxation legislation and we assessed the extent of compliance with these laws and regulations as
part of our procedures on the related ﬁnancml statement items.

Whilst the company is subject to many other laws and regulations, we did not identify any others where the q of pli alone could
have a material effect on or disc! in the ial
Owing 10 the inherent limitations of an audit, there is an unavoidable risk that we may not have d d some ial in the fi ial

statements, even though we have properly planned and performed our audit in with auditing dards. For the further removed non-
compliance with laws and regulations (irregularities) is from the events and transactions reflected in the financial statements, the less likely the inherently

limited proced quired by auditi dards would ldemlf\ it. In addmon as with any audit, there remained a higher risk of non-detection of
irregularilies, as these may involve collusion, forgery, il i i or the override of intemal controls. We are not responsible
for preventing non-compliance and cannot be expecied to detect i} \ulh all laws and regulations.

8 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 Pan 16 of the Companies Act 2006. Our audit work has
been undertaken so thal we might siate 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.

Matthew Rowell (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

One Snowhill

Snow Hill Queensway

Birmingham

B4 6GH

1 8 September 2020



Sandwell Commercial Finance No. 1 Plc

Statement of comprehensive income
Jor the year ended 31 March 2020

Notes
Interest receivable and similar income 3
Interest expense and similar charges 4
Net interest (expense)/income
Net fair value gains on derivatives
Adminisirative expenses
Operating (loss)/profit before recovery
Recovery on deemed loan 9
(Loss)/Profit before tax 5
Taxation 7

(Loss)/Profit for the year

The loss for the vear was derived [rom continuing operations.

There has been no comprehensive income or expense other than the loss for the year (2019: £nil).

Statement of changes in equity
Jfor the year ended 31 March 2020

Balance at 1 April 2019
Loss for the vear

Balance at 31 March 2020

Balance at | April 2018

Changes on initial application of IFRS 9

Balance at | April 2018 including impact of IFRS 9 adoption
Profit for the vear

Balance at 31 March 2019

The notes on pages 12 10 25 form pan of these financial statements.

2020 2019
£'000 £'000
687 790
(1,432) (74)
(745) 716
33 13
(s8) 1)
(770) 688
173 114
(597) 802
597, 802
Share
capital Retained losses Total
£'000 £'000 £'000
13 (8,190) {8,177)
- (597 (597
13 (8,787) (8,774)
Share capital  Retained losses Total
£'000 £'000 £'000
13 (8,884) (8,871)
- (108) {108)
13 {8,992) (8,979)
- 802 802
13 (8.190) @.177)




Sandwell Commercial Finance No. 1 Plc

< of fi ial positi
at 31 March 2020
Assets

Cash and cash equivalents
Deemed loan

Total assets

Liabilities

Derivative financial instrumenis
Debt securities in issue

Trade and other payables

Total liabilities
Equity

Share capital
Retained losses

Total equity attributable to equity holders of parent

Total liabilities and equity

The notes on pages 12 to 25 form part of these financial statements.

These fi ial were

/24

Director

Registered number: 05088299

PP

toannis Kyriakopoutos
Authorised Signato!
For Witmington Tru

ry .
st SP Services (London) Limited

Notes

10
"
12

14

2020
£'000

180
2,811
2,991
1,276
9.292

1,197

11,765

(8,787)

(8,774)

2,991

d by the Board of Directors on 14 September 2020 and were signed on its behalf by:

1,276
10,598

847
12.721

13
(8,190)

8.177)

4.544




Sandwell Commercial Finance No. 1 Plc

Statement of cash flows

for the vear ended 31 March 2020

Cash flows from operating activities

(Loss)/Profit before tax

Movement in fair value of derivative financial instruments

Adjustment to carrying value and accrued interest of debt securities in issue

Impairment on deemed toan

Net cash (outflow)/inflow from operating activities before changes in
operaling assets and liabilities

Repayment of deemed toan
Increase/(decrease) in trade and other payables

Net cash inflow from operating activities

Cash flows from financing activities
Repayment of debt securities in issue

Net cash flows from financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of vear

Cash and cash equivalents at end of year

The notes on pages 12 to 25 form part of these financial statements.

Notes 2020
£'000

(597)

(115)
(173)

(885)

871
350

336

(1,191)

(1,191)

(855)
1,035

8 180

802
21
(354)
(114)
355
4,970

(26)

5.299

(6,470)

(6.470)

a,17)
2,206

1,035



Sandwell Commercial Finance No. 1 Plc
Notes to the financial statements
1 Accounting policies

Sandwell Commercial Finance No. | Plc (the Company) is a public limited company incorporated in the United Kingdom and registered in England and
Wales under the Companies Act 2006. The Company's registered office and principal activities are set out on pages | and 2 respectively.

The principal accounting policies applied consistenily in the preparation of these financial statements are set out below.
Basis of preparation

The fi ial have been prepared in d with ional Financial Reporting Standards (IFRS) and its interpretations as adopted by the
European Union (EU) and effective at 31 March 2020.

The financial statements have been prepared under the historical cost convention as modified by the revaluation of derivatives at fair value through profit or
loss.

The fi ial are p d in pounds Sterling and, except where othenwise indicated, have been rounded to the nearest thousand pounds.

Going concern

The financial statements have been prepared on the going concem basis, as defined in JAS | - °P ion of Financial S *. In order to prepare
financial statements on this basis, the di must lude that does not intend to liquidate the Company or cease trading, and that the
Company has the ability 10 continue to trade and will be able to satisfy its liabilities as they fall due.

Since May 2009, the Company has the option, at any interest payment date, to repay all of its outstanding extemal borrowings at their carrying value al that
time. In order for the call option 10 be exercised, the directors must certify 10 the Trustee of the Notes that the Company will be able to repay all amounis due
and payable on the interest payment date on which the option would take effect.

Such repayment would only take place in conjunction with the disposal of the Company”’s loan assets and the effective cessation of its trade, followed by the
orderly settlement of any remaining assets and liabilities and ulti v the dissolution of the Company. At the date of signing these accounts no decision 1o
exercise the option had been taken and there is no intention for the Company to do so.

The existence of this option creates a material uncenainty as to whether the Company will continue 1o trade for the whole of the coming year and hence
whether [AS 1 would permit the use of the going concem preparation.

Repayments of the principal liabilities of the Company, the morigage backed floating rate notes described in note 11, are limited to available principal cash
received on the Companys loan portfolio until the final repavment date. This, together with other siructural features of the borrowing arrangements, gives
the Company the ability to trade until the finat repayment date, or until all the Notes are repaid in the normal course of business, if eartier, if the call option is

not exercised. Therefore, the directors have a reasonable expectation that the Company has ad\ to inop f exi for the
foreseeable future and satisfy any liabilities which fall due.
On that basis, the directors have concluded that it is appropriate 10 continue to adopt the going concern basis in the preparation of these fi ial

However, the material uncenainty referred to above may cast significant doubt on the Company’s ability to continue as a going concem and, therefore, to
continue realising its assets and discharging its liabilities in the normal course of business.

In the paragraph above, “ability 1o conlinue as a going concem” is used as it is in ISA (UK) 570. The term "ability to continue as a going concem’ is
equivalent to the term “ability to adopt the going concem basis of accounting in the future’.
New or amended accounting standards

The following new or amended accounting standards, which are relevant to the Company, have been adopted during the year ended 31 March 2020:

« Interest Rate B k Reform (A d to IFRS 9. 1AS 39 and IFRS 7)
In September 2019, the IASB issued Interest Rale Benchmark Reform - A d 1o IFRS Y, IAS 39 and IFRS 7. These amendments modify specific
hedge accounting requirements to allow hedge ing to continue for affected hedges during the period of uncertainty before the hedged items or

hedging instruments affected by the current interest rate benchmarks are amended as a result of the on-going interest rate benchmark reforms.

Future accounting developments 4
There were no new or ded ing dards and interpretations relevant 1o the Company that have been issued, and not effective for the period
ended 31 March 2020.




Sandwell Commercial Finance No. 1 Plc

Notes to the fi ial (continued)

1 A ing policies (continued)

Interest receivable and expense
[nterest receivable and exp are recognised in the of hensive income for all instruments measured at amortised cost using the effective

interest method. Interest income on defaulted loans categorised as stage 3" under IFRS 9 is recognised by applying the effective interest rate to the balances
net of provisions for expected credit losses.

Deferred consideration
Under the terms of the securitisation, the Company retains the rights 10 0.01% of the average value of the morigage backed loan notes if sufficient funds exist
once other contractual payvments are made.

Amounts in excess of 0.01% accrue to West Bromwich Commercial Limited, the seller of the underlying morigages. The payments of deferred consideration
are stricily governed by the priority of pavments that sets out how cash can be utilised.

Effective interest rate

The effective interest rate is the method used 10 calculate the amontised cos1 of financial instruments and to recognise interest receivable or payable over the
relevant period. The effective interest rate is the rate that exactly discounts estimated future cash [lows or receipts through the expected life of the instrument,
or where appropriate, a shorter period, to its carrying amount.

Financial instruments

a) Financial assets

Under IFRS 9, financial asseis are classified as amortised cost or fair value (through other comprehensive income or through profit or loss), based on the
business model under which they are held and the ch of their ] cash flows. Financial assets are measured at amortised cost if they are
held for the purpose of collecting contractual cash flows and have contractual terms which give rise on specified dates to cash flows which are solely
pavments of principal and interest (SPPI) on the outstanding amount.

Amortised cost
This category comprises cash and cash equivalents and the deemed loan. With respect to the deemed loan, all of the monigages within the underlying
portfolio were d or purchased for the purposes of collecting contractual cash flows and the | terms of the indicate that the cash

flows to be collected comprise capita! and interest on the outstanding balance.

Assets measured at amortised cost are initially recognised at fair value, being the cash id 10 origi or purchase the asset including any direcily
ibutabl ion costs, and d sub ly using the effective interest method.

Deemed loan
The loans and advances to customers legally sold to the Company fail the derecognition criteria of IFRS 9 as the Seller has retainéd significant risk and
rewards of ownership and therefore these loans remain on the statement of financial position of the Seller. IFRS 9 theref quires the Seller to ghise a
deemed loan financial liability on its statement of financial position and the resulting deemed loan asset is held on the Company’s statement of financial
position, This deemed loan initialty represents the consideration paid by the Company in respect of the acquisition and the beneficial hip of the

d loans and adyv: 10 and is subsequently adjusted due to repayments made by the Seller to the Company. The deemed loan balance is

reported net of any stant up loan and subordinated loan pay: able to West Bromwich Commercial Limited. Similary, interesi receivable on the deemed loan is
presented net of any stan up loan and subordinated loan interest payable.



Sandwell Commercial Finance No. 1 Plc

Notes to the fi ial ( inued)

1 A ing policies (continued)

b) Financial liabilities
In accordance with IFRS 9, all of the Company's fi ial liabilities are
through profit or loss.

v measured at amortised cost except for financial liabilities at fair value

Amortised cost .
This category comprises debt securities in issue. Liabilities quently da ised cost are gnised initially at fair value, being the issue
proceeds, net of premia, discounts and directly atributabl costs i d. They are subsequently d at ised cost using the effective

interest method.

Fair value through profit or loss
This category includes derivative liabilities for which changes in fair value are presented within fair value gains/(losses) on financial instruments in the
statement of comprehensive income. Interest arising on derivative financial instruments is recognised within net interest on an accruals basis.

The (air values of derivative liabilities are defermined in accordance with the three tier valuation hierarchy as defined within IFRS 13 "Fair Value
Measurement” and in note 2 to the financial statements.

) Impairment of financial assets
Expected credit losses (ECLs) are recognised for all financial assets carried at amortised cost under IFRS 9,

COVID-19 was declared a pandemic and UK g support only came into play towards the end of the Company’s financial year.
Nevertheless this required an update of certain assumptions used in the Company’s ECL calculation as follows:

« The Company has revised its macroeconomic scenarios and revisited the probability weightings assigned to each scenario to reflect a more pessimistic
outlook.

« Certain ions relaling to ex d cashfl and exit yields on the commercial loan porfolic have been revisited, with particular focus on those

sectors considered most at-risk.

Staging
At each reporting date, financial assets subject to the impairment requirements of IFRS 9 are categorised into one of three stages:

Stage 1

On initial recognition, financial assets which are not credit impaired are categorised as stage | and provision is made for 12-month ECLs, being the losses
from default events expected to occur within the next 12 months, Assels remain in stage | untit such time as they meet the criteria for another siage or are
derecognised.

Stage 2 (significant increase in credit risk)

Financial assets which are not in default, but have experienced a significant increase in credit risk since initial recognition, are calegorised as stage 2. The
loss allowance recognised is equivalent to lifetime ECL, being the loss arising from default events expected 10 occur over the lifetime of the financial assel.

Determining whether a significant increase in credit risk has occurred is a critical aspect of the IFRS 9 methodology and one which involves judgement,
based on a bination of quantitative and qualitative including the IFRS 9 ‘backstop’ of 30 days past due.

The UK govemment’s fiscal and monetary policies created in the response to the COVID-19 pandemic include the requil for lenders to offer payment
holidays to assist borrowers who may struggle 10 meet their regular payments,

Stage 3 (defauly)
Defaulted or credit-impaired financial assets are calegorised as stage 3, requiring recognition of lifetime ECLs.

Transfers to lower siages (curing)

Financial assets in siages 2 or 3 can transfer back to siages 1 or 2, respectively, once the criteria for significant increase in credit risk or default cease to be
met for a period of time defined within the ECL methodotogy for that portfolio. sometimes known as the “cure’ period. In practice. this means that a stage 2
or 3 loan which ceases to breach the threshold(s)/criteria for thai stage will remain in the higher stage for a pre-determined number of months. The use of
cure periods gives assurance that accounts have rehabilitated before re-entering lower stages and reduces the levet of volatility that might othenvise arise
from accounts regularly migrating between stages.

Forward-looking ECL approuch
ECL is measured as the present value of the difference between the cash flows contractually due on a financial asset and the cash flows expected to be
d. Inthe of fi ial position, the loss allowance is presented as a reduction in the carrying value of the financial asset.

For each of the mongages underlying the deemed loan, the estimate of ECL is unbiased and probability-weighted, 1aking into account a range of possible
outcomes. In accordance with IFRS 9, [ of future j ditions are integral to the ECL calculations for each portfolio. The Company
currently models four forward-looking macroeconomic scenarios: a central forecast with economic assumptions aligned 1o the West Bromwich Building
Society Group (WBBS Group) Medium Term Plan (and therefore assigned the highest probability), together with upside, downside and stress scenarios. The
scenarios have been updated with due regard 10 the latest market data available following the emergence of the COVID-19 pandemic. A more pessimistic
view has been taken when developing the f this year, bined with reduced weightings assigned to the central scenario, offset by a higher
weighting assigned 1o the severe low rate scenario.




Sandwell C No. 1 Plc

Notes to the financial statements (continued)
1 Accounting policies (continued)

ECL calculution — deemed loun
The loss allowance held against the deemed loan is determined based on the IFRS 9 provision i for the underlying gage portfolio.

The key indi of asignifi i in credit risk for a commercial loan is a downward migration in the and cash internal credit
rating, determined via an established WBBS Group credit risk assessment process. The intemal grade is determined at an individual account level,
combining expen judgement with prescriptive measures including, but not limited to, toan to value and income/debt service coverage ratios.

C ial loans are gorised as default if they are in arrears by greater than or equal 1o three months or past scheduled maturity with no formal
extension having been agreed. Loans not meeting these criteria may be classified as stage 3 based on expert management judgment of the perceived risk of
non-payment.

The ECL requirements for the underlying ial gages are d on an individual loan basis, using cash flow scenario modelling. This involves
estimating the liming and amount of future cash fows, in the event of default, for one or more probability-weighted account-specific scenarios based on the
central forecast of economic conditions. Applving the upside, downside and stress macroeconomic scenarios effectively creates a range of alternative
outcomes.

Estimated future cash flows, comprising rental receipts and final sales proceeds (each net of costs), are discounted a1 the effective interest rate of the loan and
compared with s carrying value 1o determine the ECL under each bination of t-specific and ic scenarios. The relevant probability
weightings are then applied to calculate the overall provision requirement at the reporting date.

Write off of financial assets

Where a loan is not recoverable, it is written off against the related provision for loan impairment once all the necessary procedures have been completed and
the amount of the loss has been determined.

d) Derecognition of finauciul assets and liabilities

The Company’s policy is to derecognise financial assets when the contractual right to the cash flows from the financial asset expires. The Company also
derecognises financial assets that it transfers to another party provided the transfer of the asset also transfers the right 10 receive the cash flows of the
financial asset and substantially all the risks and rewards of ownership.

The Company derecognises financial liabilities only when the obligation specified in the contract is discharged, cancelled or has expired.

e} Offsetting financial instruments

Financial assets and liabilities, including derivatives, are offset and the net amount reported in the statement of financial position when there is a legally
enforceable right to set off the recognised amounts and where there is an intention to settle on a net basis, or realise the asset and settle the liability
simultaneously.

Cash and cash equivalents

For the purposes of the statement of cash flows. cash comprises cash and bank balances repayable on demand. Cash equivatents comprise highly liquid
investments that are conventible into cash with an insignificant risk of changes in value, with maturities of 90 days or less.

Taxation

The Company has elected to be taxed as a securitisation company under the Taxation of Securitisation C ies Regulations 2006 ("the permanent
regime"). Under the permanent regime the Company will be 1axed on an amount which broadly represents its retained profits as determined by the
transaction documents. This is different to the basis on which the accounting profit or loss is reported in these financial statements,

All diff b the Company’s ing profits or losses and taxable are therefore treated as p differences and, as no timing
differences with future 1ax consequences arise, no deferred 1ax is required to be recognised.



Sandwell Commercial Finance No. 1 Plc

Notes to the financial (continued)

1 A ing policies inued)

Critical ac ing esti and judg in applying ing policies

In the process of applying nccounnng pohcues, the Company makes various jud; i and ptions which affect the amounts recognised in
the fi E and j are inually evaluated and are based on historical experience and other factors, including expectations
of future events that are believed to be ble under the ci

Sigui, judg in applying ing policies

Impairment

For IFRS 9 impai jud is required to define the staging criteria, i.e. what constitutes a significant increase in credit risk (stage 2) and what

circumstances give rise |o a default (stage 3). Where assets meet the stage 2 or 3 criteria, lifetime ECL must be recognised.

.

In accordance with IFRS 9, f¢ of future are integral lo the impairment modelling p The selection of
variables which are genuine drivers of credit risk and adequately capture the impact of changes in the economic outlook involves a degree of judgement.

The slaging hodologies and ic scenario selection p for each portfolio are delzuled within the ﬁnancml assels (impairment)

accounting policy abme Mode) monitoring and model vali p are used t0 inuall; the approp of the staging criteria and
macroeconomic variable inputs.

o of estimati inty
Impairment on deemed loan - forward-looking ECL. approach  +

The estimation of ECLSs is ink ly in and the IFRS 9 impairment models incorporate a number of assumptions and estimates, changes in which
could materially affect the carrying amounts of assets and liabilities within the next f'nnncml year. The IFRS 9 requirements to incorporate forward-looking
information within the ECL calculation, including forecasts of future d thereby i ing the ial for
volatility in future periods.

COVID-19 was declared a pandemic and UK gov support only came into play towards the end of the Company’s financial year.
Nevertheless this required an update of certain assumptions used in the Group’s ECL calculation as follows:

» The Company has revised its macroeconomic scenarios and revisited the probability weighti igned to each io to reflect a more pessimistic
outtook.

« Cenain ions relating to d cashfl and exit yields on the commercial loan portfolio have been revisited. with particular focus on those

sectors considered most at-risk.

‘The impairment models incorporate four macroeconomic forecasts (central, upside, downside and stress), each ising a number of
considered 10 be credit risk drivers.

The IFRS 9 ECL calculation for the ial portfolio incorp central. upside, downside and stress economic scenarios with probability weightings
of 50%, 5%. 30% and 15% respeciively.

2 Financial instruments

A financial instrument is a contract that gives rise 10 a financial asset of one entity and a financial liability or equity of another entity. The Company’s
activities expose it 10 a variety of financial risks including interest rate risk, liquidity risk and credit risk.

The activilies of the Company are conducted primarily by reference 10 a series of securitisation d (the p d ion). The
securitisation structure was set up as a means of raising finance for the West Bromwich Building Society Group and no business activities will be undertaken
by the Company bevond those set out in the programme documentation,

The Company’s exposure to risk on its financial instruments and the management of such risk is largely set out at the inception of the securitisation
transaction. The Company’s activilies and the role of each party to the 1ransaction are clearly defined and documented.

Interest rate risk .

The original loan pool was made up of both fixed and variable rate commercial loans. The variable commercial loan rates are reset at the end of each quarter
and the interest rates on the loan notes are repriced at each quarterly interest payment date. The Company has entered into derivative contracts to mitigate the
risk of 2 mismatch of LIBOR rates both for the fixed/variable commercial loans and the interest rates for loan notes. The impact of these derivatives is that
all fixed rate loans effectively re-price at each quarterly interest payment date. The deemed loan is therefore treated as though it re-prices every 3 months.

As described above. interest rate swaps are undertaken as pan of the securitisation 1o hedge interest rate exposure arising from the underlying financial
instruments. The derivative counterparty is selected as a highly rated. regulated financial institution to reduce the risk of default and loss for the Company.

Liguidity risk
The Company
tiquidity faci
the Company.

The mortgage assets are principally funded by mortgage backed loan notes. The maturity profile of the foan notes is maiched to that of the assets being
funded. The loan notes are subject to mandatory redemption in part on each repayment date in d with the red; of the assets. Unless
otherwise redeemed or cancelled, the notes will be redeemed at the principal amounis outstanding on the interest payment date falling due in May 2039.

policy to mitigate liquidity risk is through the use of a stant up and subordinated loan from West Bromwich Commercial Limited and a
. As the term of the ftoating rate notes is designed to match the term of the morigages, there is deemed to be no further liquidity risk facing

Sensitivity analysis

As previously noted, the Company has been set up in such a way as 10 eliminate, as far as possible, any impact on the Company's cash flows from changes in
market conditions. The Company is subject to a number of | agr including the use of derivatives 10 eliminate market risk from interest rate
changes in cashflow terms.

At 31 March 2020, if interest rates had been 25bp higher or lower with all other variables held constant, the net effect on the Company’s statement of
comprehensive income would not be material (2019: not material) as both its financial assets and liabilities are variable rate and payments are only required
10 be made to the extent that the Company has the funds available (o make the payments.



Sandwell Commercial Finance No. 1 Plc

Notes to the fi ial ( inued)

2 Fi inued)

The table below analyses the Company’s financial assets and liabilities across maturity periods that reflect the residual duration from the year end date to the
contractual maturity date. The actual repayment profiles of financial assets and liabilities could be significantly different to that shown in the analysis.

Less than No specific
12 months 1to5Syears OverS years maturity Total
£'000 £'000 £'000 £'000 £'000
At 31 March 2020
Financial assets
Cash and cash equivalents 180 - - - 180
Deemed loan 60 2,751 - - 2,811
240 2,751 - - 2,991
Financial liabilities
Debt securities in issue 98 2,751 5,861 582 9,292
Derivative financial instruments - - 1,276 - 1,276
98 2,751 7,137 582 10,568
Less than No specific
12 months 1 to5years OverS years maturity Total
£'000 £000 £'000 £000 £000
At 31 March 2019
Financial assets
Cash and cash equivalents 1,035 - - . 1,035
Deemed loan 485 3,026 - (2) 3,509
1,520 3,026 - (2) 4,544
Financial liabilities
Debt securilies in issue 527 3,026 6,162 883 10,598
Derivative financial instrumenis - - 1,276 - 1,276
527 3.026 7,438 883 11,874

Gross contractual cash flows

The timing and amount of any pavmenis lo be made in respect of financial liabilities are determined by the waterfall of payments as laid out in the initial
prospectus. In practical terms, the waterfall of pavments onty allows for (and expects) pavments 1o be made to the extent that funds have been generated from
the underlying morigage assets. If insufTicient funds have been generated 10 meet the full pavmenis expected, then these amounts continue to be accrued until
such time as funds are avaitable. The current expected cash flows to be generated from the underlying morigages are included in the maturity 1able above.

Cash and cash equivalents are held with an A rated bank.

Credit risk
Credit risk anises on the individual loans within the mortgage portfolio which are secured on the underlying commercial properties. Under IFRS the
commercial portfolio is disclosed as a deemed loan.

To the extent that the income on the deemed loan does not provide sufTicient funds 10 recover the Company's investment in the morigage portfolio, the
Company has no claim on the assets of West Bromwich Commercial Limited. The Company's maximum gross exposure to credit loss is therefore equal to
the carrying vatue of its involvement in the commercial portfolio (subject 1o mitigation which may result in the elimi of any obligation to pay defe
consideration 1o West Bromwich Commercial Limited).

4
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Notes to the fi ial ( inued)

2 Fi ial instruments inued)

Deemed loan

The deemed loan is a single financial instrument under IFRS 9 and is allocated within IFRS 9 stage 2.

The table below shows an analysis of the deemed toan:

Concentration by loan type

Loans secured on commercial property
Gross exposures

Impairment provisions

Credit quality

2020 2019
£'000 £000
2,811 351
2,811 3,511

- 2)

2,811 3.509

The internal credit risk grading approach for the underlying commercial loan book does not use scorecards or probability of default
calculations. Instead loans are individually assessed against a series of prescriptive and judgmental criteria, by subject matter experts
following a clearly defined methodology, to arrive at a risk grade. The distribution of the underlying commercial loan portfolio by grade and

IFRS 9 stage at 31 March is set out in the table below:

At 31 March 2020 Stage 1 Stage 2 Stage3 Total
£'000 £'000 £'000 £'000
Good 1,927 . . 1927
Satisfactory - 884 - 884
Default - - - .
1,927 884 - 2,811
A1 31 March 2019 Stage | Stage 2 Stage 3 Total
£'000 £000 £000 £'000
Good 2,200 - - 2,200
Satisfactory - 953 - 953
Default - - 358 358
2.200 953 358 3,511
The table below provides further information on the underlying commercial loan portfolio by payment due status at 31 March:
2020 2019
£'000 £000
Not past due 2811 3.511
Expected credit losses

The 1able below illusirates the [FRS 9 staging distribution of the underiyving commercial loans and related expected credit loss provisions at

31 March:

At 31 March 2020

Commercial loans
Stage 1
Stage 2
Stage 3

At 31 March 2019

Commercial loans
Stage |
Stage 2
Stage 3

Gross Expected credit Provision
exposure loss provision coverage
£'000 £'000 %
1,927 - 0.00%
884 - 0.00%

- - 0.00%

2,811 - 0.00%
Gross  Expected credit Provision
exposure loss provision coverage
£000 £'000 %
2,200 - 0.00%
953 - 0.00%

358 2 0.56%
3.511 2 0.06%

The tables below analyse the movement in gross exposures and the related expected credit loss allowances for the year ended 31 March:

Gross exposure Stage 1 Stage 2 Stage 3 Totat
£'000 £'000 £'000 £'000
At 1 Apnl 2019 2,200 953 358 3,510
Net redemptions and repavments 273) (69) (358) (700)
At 31 March 2020 1,927 884 - 2,811
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Notes to the fi
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ial (continued)
Fi ial instruments inued)
Gross exposure Stage | Stage 2 Stage 3 Total
£000 £000 £000 £000
Al April1 2018 2,882 1,017 4,574 8,473
Net redemptions and repavments (682) (64) (4.216) (4.962)
At 31 March 2019 2.200 953 358 3511
Expected credit loss allowance Stage 1 Stage 2 Stage 3 Total
£'000 £'000 £'000 £'000
At 1 April 2019 - - 2 2
Remeasurement of expected credit losses with no stage transfer - - [#3] )
Redemptions - - - -
At 31 March 2020 - - - -
Expecied credit loss allowance Stage 1 Stage 2 Stage 3 Total
£000 £000 £000 £'000
At | April 2018 - - 108 108
Remeasurement of expecled credit losses with no stage transfer - - 2 2
Redemptions - - (108) (108)
A1 3] March 2019 - - 2 2
Industry analysis
The analysis of the underlying loans secured on commercial property by industry type is as follows:
’ 2020 2019
£'000 £000
Industrial and warehouse 1,868 2,074
Retail 943 1,437
2,811 3,511
Geographical analysis
The 1able below shows the geographic spread of the underlying commercial loan ponfolio at the year end date:
2020 2019
£'000 £'000
South East 884 952
South West - 358
Wales 60 127
Yorkshire 1,867 2.074
2,811 3.511
Colluseral
The following table indicates collateral held against the underlying commercial loans for the vear ended 31 March:
Value of collateral held (unindexed) 2020 2019
£'000 £000
Stage 1 5,650 5,798
Stage 2 1,520 2,100
Stage 3 - 482
7,170 8,380

The average indexed loan to value is 38.17% (2019: 50.5%), calculated as a simple average across all loans.

The collateral held consists of properties. land or other guarantees or cash included within the above categories. The use of such collateral

is in line with the terms that are usual and customary to standard tending activities.
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Classification of financial assets and financial liabilities

The following tables show the classification of the Company’s assets and liabilities for the year ended 31 March:

At 31 March 2020
Assets

Cash and cash equivalents
Deemed loan

Total financial assets
Non-financial assets
Total assets

Liabilities

Debt securities in issue
Derivative financial instruments
Total financial liabilities
Non-financial liabilities

Total liabilities

AL 31 March 2019

Assets

Cash and cash equivalents
Deemed loan

Total financial assets
Non-financial assets
Total assets

Liabilities

Debt securities in issue
Derivalive financial instruments
Total financial liabilities
Non-financial liabilities

Total liabilities
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Amortised Fair value through
cost profit or loss Total
£'000 £'000 £000
180 - 180
2,811 - 2811
2,99 - 2,91
2.1

Amortised Fair value through
cost profit or loss Total
£'000 £'000 £'000
9,292 - 9,292
- 1,276 1,276
9,292 1,276 10,568
1,197

Amortised Fair value through
cost profit or loss Tota!
£'000 £'000 £'000
1,035 - 1,035
3.509 - 3.509
4,544 - 4,544
4,544

Amortised Fair value through
cost profit or loss Total
£000 £000 £'000
10,598 - 10,598
- 1.276 1.276
10,598 1,276 11,874
847
12,721
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Financial instruments (continued)
Fair values of financial assets and liabilities

Fair value is the price that would be received to sell an asset or paid to ransfer a liability in an orderly transaction between market
participants at the measurement date. The Company determines fair values by the following three tier valuation hierarchy:

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

Level 2: Valuation techniques where all inputs are 1aken from observable market data, either directly (i.e. as prices) or indirectly (i.e.
derived from prices). .

Level 3: Valuation techniques where significant inputs are not based on observable market data.

Valuation techniques include net present value and discounted cash flow models, comparison 1o similar instruments for which market
observable prices exist and other valuation models. Assumptions and market observable inputs used in valuation techniques include risk-
free and benchmark interest rates, equity index prices and expected price volatilities. The objective of valuation techniques is to armive at a
fair value determination that reflects the price of the financial instrument at the reporting date that would have been determined by market
participants acting at arm’s length. Observable prices are those that have been seen either from counterparties or from market pricing
sources including Bloomberg. The use of these depends upon the liquidity of the relevant market.

The carrving value of cash and bal are d to approxi their fair value.

Fair values of financial assets and liabilities held at amortised cost

The 1ables below show the fair values of the Company’s financial assets and liabilities held at amortised cost in the statement of financial
position, analysed according 1o the fair value hierarchy described previously.

Carvrying  Fairvalue  Fair value Fair value Fair value
value Level 1 Level 2 Level 3 . Total
£'000 £'000 £'000 £'000 £'000

At 31 March 2020

Financial assets

Deemed loan 2,811 - - 2,827 2,827

Financial liabilities

Debt securities in issue 9,292 - 9.292 - 9,292

Carrying Fair value Fair value Fair value Fair value

value Level | Level 2 Level 3 Totat
£000 £000 £'000 £'000 £000

At 3 March 2019

Financial assets

Deemed loan 3,509 - - 3,509 3,509

Financial liabilities

Debi securities in issue 10.598 - 10,598 - 10.598

a) Deemed loan
The deemed loan is net of provisions for impai The esti d fair value rep the di d amount of esti d future cash
flows. Expecied cash flows are discounted at current market rates to determine fair value.

b) Debt securities in issue
‘The aggregate lair values are calculated based on quoted market prices. For those notes where quoted market prices are not available, a
discounted cash flow model is used based on a current yield curve appropriate for the remaining term to maturity.
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2 Financial instruments (continued)

Financial assets and financial liabilities held at fair value through profit or loss

The tables below show the fair values of the Company's financial assets and liabilities held at fair value in the statement of financial

position, analysed according to the fair value hierarchy described previously.

At 31 March 2020
Financial liabilities
Derivative financial instruments

At 31 March 2019
Financial liabilities
Derivative financial instruments

3 Interest receivable and similar income

On deemed loan
Bank interest
Net expense on derivative financial instruments

Level 2
£'000

1.276

Total
£'000

1,276

Level 2
£'000

1,276

Total
£000

1,276

2020
£'000

n?

34
687

2019
£'000

Included within interest receivable and similar income is interest accrued on impaired commercial mongage assets of £nil (2019: £20,000).
For the purposes of this disclosure, impaired morigage assets are those which have been categorised as stage 3 under IFRS 9.

4 Interest expense and similar charges

On debt securities in issue
Other interest payable and similar charges

2020
£'000

196
1,236
1,432

2019
£000

)
8l
74

The interest on debt securilies in issue is a credit to the statement of comprehensive income for the year ended 3t March 2019 due to

changes in the carryving value adj ibutable to the debt ities in issue (see note 11).

5 Profit before tax
Proli1 before t1ax is stated afier charging/(crediting):
Inter-group charges (note 17)
Fair value gains on financial instruments
Auditor's remuneration: audit services (excluding VAT)

6 Information regarding Directors and employees

Directors

2020

£'000

5
(33)
12

2019
£000

10
(13)

None of the Directors received any emoluments for their qualifiing services to Sandwell Commercial Finance No. 1 Plc during the year

ended 31 March 2020 or the preceding year.

Employees

The average number of persons Juding Di ) employed direcily by the Company during the vear was nil (2019: nil). The aggregate

payroll costs during the vear ended 31 March 2020 were £nil (2019: £nil).
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Taxation

The tax charge for the year is reconciled to the profit before tax in the statement of comprehensive income as follows:

(Loss)/Profit before tax

{Loss)/Profil before 1ax multiplied by the UK standard rate of tax of 19% (2019: 19%)
Permanent difTerences as a result of securitisation regime

Tax charge

Cash and cash equivalents

Bank deposits

Deemed loan

Repavable in:
Less than 12 months
1105 vears

Impairment provisions

Allowance for losses on deemed loan

At beginning of vear

Amounts written ofT net of recoveries

Credit for the year comprising:

Net release of provisions for loan impairment
Adjustments to provisions resulting from recoveries
Credit for the year

Atend of vear

Derivative financial instruments

Liabilities

Interest rate swaps (inclusive of accrued interest)
Debt securities in issue

Due within 1 year:
Class D Notes due 2039

Due in more than 1 year:
Class D Notes due 2039
Class E Notes due 2039

Accrued interest
Carrying value adjusiment
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2020
£'000

597

(113)
113

2020
£'000

2020
£'000
60
2,751
2,811

2811

2020

£'000

171
(2)

a7y
173

2020
£'000

1,276

2020
£'000

4,822

3,888
582

9,292

9,292

2019
£'000

802

152
(152)

2019
£000

1.035
2019
£000

485
3,026
3,51

3.509

2019
£000

108

(106)

- ®
(114)

2019
£'000

1.276

2019
£000

485
485

528

3,702
883
10,113

10.598
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1

Debt securities in issue (continued)

The mortgage backed floating rate notes due 2039 (the Notes) are secured over a portfolio of commercial morigage loans. The more senior
notes are secured by the same security as the junior notes but rank in priority 10 the junior notes in the amoum of security being enforced.

I not otherwise redeemed or purchased and cancelled the Notes wili be redeemed a1 their principal amount outstanding on the interest

pavment date falling in May 2039.

Interest on the Notes will accrue on a day to day basis and be payable quarterly in arrears (subject to a longer first period) at the following
rates above the London Interbank Offer Rate for 3 month sterling deposits (3 month LIBOR).

Class Amounts outstanding
2020 2019

' £000 £000

D 1,013
E 4,822 5,000

Margin over 3 month LIBOR
After the pavment date
falling in May 2009

225 basis points
600 basis poinls

For the purposes of the statement of cash flows, debt securities in issue are classified as liabilities arising (rom financing activities. The

fall

A1 beginning of year
Financing cash flows
Repayments of debt securities in issue

Non-cash flows:
Accrued interest

Changes in carrying value adjusiment
Atend of year

Trade and other payables

Amounts due (o related parties
Other pavables

Deferred consideration

Deferred contingent consideration payable to West Bromwich C

March 2020 and payable to West Bromwich Commercial Limited at the year end date was £nil (2019: £nil),

ing table analy Y in debt

in issue.
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2020
£'000

10,598
(1,191)

186
301

— B30
9,292

2020
£'000

1,196
1,197

2019
£000

17,422
(6,470)
50

404

10,598

2019
£000

846
847

ial Limited is dependeni on the extent to which surplus income is
generated by the mongage assets. to which the Company holds the beneficial title. The surplus income generated during the year ended 31
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Share capital
2020 2019
£ £
Authorised
50.000 ordinary shares of £1 each 50,000 50,000
Allotted
50.000 ordinary shares of £1 each, 2 fully paid and 49,998 25p paid 12,502 12.502
A dividend shall be declared and paid ding 10 the paid up on the shares.
Retained losses 2020 2019
£'000 £'000
Al beginning of year (8,190) (8,884)
Changes on initial application of IFRS 9 - (108)
(Loss)/Profit for the vear (597 802
Atend of year ( ) (8.190)

Parent undertakings and ultimate controlling party

The entire ordinary share capital of the Company is owned by Sandwell Finance Holdings Limited. Wilmington Trust SP Services
(London) Limited holds 100% of the issued voting share capital of Sandwell Finance Holdings Limited, subject to the terms ofa
declaration of 1rust for general charitable purposes. Copies of the parent pany’s financial can be ob d from W
Trust SP Services (L.ondon) Limited at the address shown on page 1.

The results of the Company were consolidated into the results of the West Bromwich Building Society Group (WBBS Group) under the
rules and guid: of IFRS 10°C lidated Financial $ !, until 31 D ber 2019.

During the year, it was deemed that the Society has limited exposure to credit tosses with the Company, with risk transferred in part to third
pany investors who have purchased loan note securities issued by the Company. The Society’s {irst loss exposure has been fully written
down such that the Group is not exposed to further credit losses made in the Company.

This resulted in a luation of IFRS 10 *Ci lidated Financial S * criteria for consolidation of the Company within the
WBBS Group. The Group's management deemed that the Society is no longer exposed to variable retums from the Companvas lhe credn
enhancement (eatures have been fully utilised and there is no realistic prospect of this reversing, or of any deferred

receivable. As a result, the Company was deconsolidated with effect from 31 December 2019. The West Bromwich Building Society Group
accounts therefore include the results of these entities up to 31 December 2019.

Related party transactions

Transactions with West Bromwich Commercial Limited 2020 2019
£'000 £'000
lnleresx receivable on deemed loan n7 819
Ad ion and cash fees payable (&) [¢[V]
Transactions with Wilmington Trust SP Services (London) Limited 2020 2019
£000 £000
Administration fees 13 18

At the vear end the following balances were outstanding with related parties:

Outstanding balances with West Bromwich Commercial Limited 2020 2019
£'000 £000

Trade and other payvables m (O]

Deemed loan 2811 e 3309
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