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Sandwell Commercial Finance No. 1 Pic

Strategic report

The Directors present their ic report for Sandwell Co ial Finance No. 1 Pic for the year ended 31 March 2021.

Busi medel, obj and futare develop

The principal activity of Sandwell C ial Finance No. 1 Plc (the Company) is that of holding a commercial mortgage portfolio. The entire issued

sl\zm: eapnal 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 scller of the gage portfolio, West B: ich
Commercial Limited (the Seller), a 100% owned idiary of West i ilding 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 ial portfolio of propertics located in England and Wales. The assets
originated from the Seller. The acquisition of these loans was ﬁnzmmd by the issue ofmangnge backed floating rate loan notes. As the assets do not meet
the derecognition criteria of IFRS 9, they continue to be ised in the of West ich Ce inl Limited. The Company therefore
recognises its interest in the commercial mortgage book as a deemed loan from the Seller. As a result, the principal ussct of the Company is a single loan to
the Selter which is held at amortised cost. This loan rep a beneficial interest in the gage loan portfoli d above and is subject to

ic factors affecting the in} loan market.
The activities of the Company are managed through a series of The has been established as a means of raising finance

for West Bromwich Building Socitty, the administrator and eash manager and its subsidiaries (WBBS Group). Under the terms of the securitisation, the
Company retains 0.01% of the average lom notm balance each year as profit sub)ecl to there being sufficient available revenue receipts. Amounts retained
within the Company will be di: toch for itabl P at the di ion of the Share Trustee. Defesred consideration is payable to West
Bromwich Commercial Limited to the extent to which surplus i mcm'nc 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.

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

Review of the business

The Company’s loss (or the year is £292,000 (2020: loss £597,000). The retsined loss for the year has becn 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 p indi used by managy in ing the of the Company are the monitoring of ectuaf cash flows against planned
cash flows within the scheduled waterfall of payments and the Iev:] of ‘arrears in the underlying mortgage portfolio.

During the year, the Company made alt its in rd: with the scheduled rfall of p
At 31 March 2021 there were no loans in arvears by more than 3 months (2020: none).

The Directors have assessed the carrying value of the deemed loan and recognised a provision of £nil at 31 March 2021 (2020: nil).

Principal risks and uncertainties

The Company's financial instruments comprise a deemed loan to West ich C: ial Limited (equi to the value of its investment in the
mortgages held in trust), cash and liquid derivatives, subordinated oan, start up loan and debi securities in issue. The Company is a
securitisation company and has been structured so as to avo:d, as far as possible, all forms of financial risk. It is, and has been throughout the year under

review, the Company’s policy that no trading in i is

As with the fi inl impact on the the long unpact ofCOV[D-l9 on the Company is, as yet, unquantifiable wuh any degree of
confidence. The sheer scale of the government’s various support i for individuals and busi is targeted &t mini g the adverse impact on
the economy. The Company revisited assumptions used in its ECL calculations as a result of the pandemic and the introducti of UK g support

schemes that followed.

Now the UK has left the EU, Brexil is not expected to directly impact the Company’s operations, with its activities being entirely UK-based. However
there remains uncertainty around the UK's future relationship that could impact the wider economy.

The principal risks arising from the Company’s financial instruments 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 10 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 to pay loan interest and principal will depend on the amount and timing of payment of interest on the mortgage loans and the

P of princip by the b Credit risk arises on the individual loans within the mortgage loan ponfaho which are in tum secured on the
derlying UK properties. The perfc of these loans is fore infl d by the ic by d and the UK commercial
pmpcny market. Under i Financial ing Standards (IFRSs) the beneficial interest in the mortgage pmtfoho is classified as a deemed loan
in the Company’s of financial position.

In terms of edministrator/cash management, the Compagpy has engaged West Bromwich Commercial Limited to monitor repayments on the mortgage loans
in accordance with its credit policies. West Bromwich Commercial Limited is also responsible for ing ia) loans in the trust loan poo) meet
the eligibility criteria a1 loan and pooi level.




Sandwell Commercial Finance No. 1 Plc
Strategic report (continued)

Interest rate risk

Interest rate risk exists where assets and liabilities bave interest rates set under a different basis or which reset at different times. The Company minimises
its exposure to interest rate risk by ensuring that the interest rate characteristics of assets and liabilities are similar. Where this is not possible the Company
uses derivative financial instruments to mitigate interest rate risk. Interest mte swaps have therefore been entered into to manage the Company's exposure to
interest rate risk.

The FCA has confirmed that LIBOR will cease after 3151 December 2021. As the Lomn Notes are linked to Libor, the Company is 1] idering the
course of action to be taken in order to ensure no negative affect on the Company's interest rate risk exposure after Liber cessation.

Liguidity risk

Liquidity risk is the risk that the Company either does not have sufficient financial resources to easble it to meet its obligations as they fall due or can
secure such onlyat ive cost. The C /s policy to mitigate liquidity risk is through the use of a start up and subordinated foan 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
mortgage loans. Further details of the loan notes are given in note 11.

The Company's approach to g 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 internal processes, systems or people, or from
external events.

The activities of the Company are strictly go by the ion d and Prosp which are desi to facilitate ive and efficient
operations whilst managing the risk of failure to achieve busmtm objectives. The Company does not have any employees and has entered into contrects
with a number of third partics whose responsibilities are d ined by the ags

The Company’s operati maged by West ich C J Limited under a thorough ional risk rk established by its parent
entity, West Bromwich Bmldmg Society. This framework involves a WBBS Gmup Operational and Conduct Risk team, which co-ordinates regular
reviews with the fimction managers and collates the output for review by the O i Conduct and tnfc ion Risk Group
and the Group Risk Committee.

Section 172 Statement

The Company has included a Section 172 statement to explain how the di have idered the views of stakeholders as part of long-t d
making.

Obligations included within the require di to 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 conscquences of any decision in the long term;

- How hips with wider stakehold, gmupsnrc d;
- How any ity and envi | impacts of our of are idered
- How a rep for high dards of busi conduct is maimained; and

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

The entity’s key stakeholders are its ini and cash West i ilding Society (WBBS) and noteholders, West Bromwich
Commercial Ltd (WBCL) its as well as the § The entity does not have any employees and does not occupy stand-alone premises
thereby minimising the ity and envi 1 impacts.

Asumnmryoﬁ.h:cnmy’s with its key stakeholders is p d below. Additionally, the WBBS Group makes use of feedback from

engagement with its wider stakeholder group including i i igries and suppliers to ensure it is achicving high dards of busi conduct.

Our Stakebolders How the Board has /| views within decislon making How else we engage to ensure views are

{considered

Administrator and Cash The operations of West ich Building Society and West - Decisions taken at WBBS Group tevel are

Manager B ich C: ial Ltd are ged on a WBBS Group basisas  |aligned to the long term strategic objectives of the
discussed in its annunl report. Results of the commercial lending book | Group and factor in the views of the Group's
are reviewed on a group basis, providing comfort to the WBCL and Employee and Member Councils as well as the
'WBBS Boards. wider stakeholders of the Group as described

below.
A mmnbcr of Group Committees support the Company Board in the
and of risk as described in the
principal risks and uncertsinties section.

Our Customers 'The WBBS Group has a Member Council which acts as a formn] body |- infe i pplied to the Group
that helps to inform the Group Board’s long-term Board hly ing key metrics
raking. E: les inctude the i of | ding the Society’s - An active programme ofMembers ViewPoint
digitnl capabilities. Events providing an for bers to

ask questions of' Cvmup E ive Di and
senior management.

Our Regutators The West Bromwich Building Society’s Board maintains an openand |- ly updates provided on key regulatory
transparent relationship with both the FCA and the PRA. Key items covered within the material supplied to the

[engagement includes: Group Board.
~ The management of any actions raised by regulatory reviews ot Board |- The Group engages in regulm dm\ng\u: with
tevel with key updates provided at regular intervals; and latory supervisors ing | risks
- Attend: of Board bers, both ive and ive, at land other matters.
key regulatory update ings so that all regulated entities’ positil - Regular regulatory ‘horizon scanning’
are idered in light of ing develop completed by the Group Legal and Regulatory
Team to remain well informed regarding latest
updates and actions required.
On behalf of the Board
Daniel Wynne
Director
19 August 2021




Sandwell Commercial Finance No. 1 Pic
Directors' report
The Directors present their annual report and the audited financial statements for the year ended 31 March 2021,

and Di

The Directors who held office during the year and up to the date of signing the financial siatements were as follows:

CJ Duffy
D) Wynne
Wilmington Trust SP Services (London) Limited

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

Golng contero

After idering the principal risks and inties within the ic report, the di have ble exp ion that the Company will have
di to inue io operational exi: for the ft future. This is further discussed in aote 1.

Dividend

The Directors do not dthe of a dividend (2020: £nil).

Information included in the Strategie report

In accordance with Section 414(c) of the Companies Act 2006 (Strategic Report and Directors Repost) Regulations 2013, the Company has prepared a
gic report that ing i ion that would have previously been included in the Di report, which includes the principal activity of the
company and review of the business.

of infc tion to the

The Directors who held office at the date of approval of this Directors’ report confirm that, so far as they are each aware, there is no relevant audit
ion of which the Comp: aaudlwrsmunnwm,mdeach Director has taken all of the steps that they ought to have taken as a Director to make

themselves aware of any relevant sudit i ion and to ish that the Company’s auditors are aware of that information.
Independent Aunditors
In accordance with the relevant sections of the Companies Act 2006, the Company has dispensed with thc n:qmremcms to re-appoint the auditor nnnually
At the annual general meeting of the Company, KPMG LLP resigned as the Company's suditors and P “oopers LLP were ap
S of Di * responsibititles in respect of the strategic report, Directors' report and the financial statements
The Directors are responsible for preparing the gic report, the Di * report and the financi in d: with applicable law and
regulations.
Company law requires the di to prepare fi ial for each ial year. Under that law the di have prepared the ial
in dance with i it i dards in conformity with the requi of the Companies Act 2006.
Under company law the Directors must not approve the financial statements unless they are snnsﬁed 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 p ing these fi ‘the Direciors are required to:
» select suitable accounting poticies and then apply them consistently;
» make jud and esti that are ble, relevant and reliable;
« statc whether applicable i ional ing standards in ity with the requi; of the C ies Act 2006 have been followed, subject
to any material dep isclosed and ined in the financial

« assess the Company’s ability to continue s a going concern, disclosing, as applicable, matters related to going concem; and
« use the going concern basis of accounting ualess they either intend to liquidate the Company or to cease operations, or have o realistic alternative but to
do so.

The Directors are responsible for keeping adeq ing records that are sufficient to show and explain the Company’s transactions and disclose with
bl at any time the fi il 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 ensble the preparation of fi inl that are free from

material misstatement, whether due to fraud or ervor, and have general respaasibility 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.

The Company is out of the scope of the Streamlined Energy and Carbon Reporting (SECR), as it does not meet the numerical thresholds in retation to
turnover and number of employzes.

On behalf of the Board

ABAN!

Daniel Wynne
Director

19 August 2021
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Sandwell Commercial Finance No. 1 Plc

dwell C

Independent auditor's report to the of S

Finance No. 1 Pte (continwed)

Key audit matter

How our audit addressed the audit matter

Incentive for the Servicer to mis-represent performance of the underlying
asset pool

West Bromwich Commercial Limited is acting as a Servicer and the
Originator of the underlying assets and as such could have an incentive to |
mis-represent the performance of the underlying asset pool in order to hide

{reported by the Servicer during the year:

‘We undertook the following procedures to test the of bal

o Tested a sample of Mortgages owned by the Company and agreed these are
correctly flagged in the Servicer’s system to ensure the completeness of
balances recorded as being owned to the Company.

fransaction

'With any securitisation transaction there is a risk that the measurement of

the breach of triggers which would result in the default of the securitisation | ® Tested a sample of coll and hed the ded in the
|structure. Servicer’s system to cash recorded by the Company to evidence the closing
value and to provide over the 'y of revenue ded within
'This would have a significant i lmpacl on the going concern assnmpnon the Company.
with retated disct in the fi Note 1 - ing
policies - Going concern. We found no material exceptions in performing these tests.
Errors in the accounting due to lack of unde ding of the underlying |We und k the following procedures 1o test the and

recognition of the Deemed loan:

@ Agreed the Deemed Loan balance in note 9 to the breakdown of audited

the deemed loan does not fully reflect all aspects of the lying gage bal We tested the reconciliation of opening balance,

The Origi has retained sub all of the risks and ddi ! and h and subordinated loan to

ds in respect of the pool of the Mortgages as they are the most junior l.he closing balance.
ditor within the iti the initial d and d ]
ling of the i
For 1 see Note 1 - A ing policies - Deemed
Loan. We found no material exceptions in performing these tests.
Errors in the priority of payments (the "Waterfalls”) We und k the following p dures to test the Waterfall:
@ Agreed the priority of pay to the ion d for each

As a special purpose entity, the Company is required on each Interest quarterly payment made;
| Payment Date to make payments in accordance with lhe pnomy of ® For each Interest Paymcm Date occurring during the pcnod, we compared
payments, which are set out in the underlying the availabl for distrib to the in respect of the

referred to as the Waterfall.

Receivables, and verified the split of interest and principal reccived by
recalculnting the interest for a sample of payment dates;

The pnonly of payments in the Waterfall is key to that ® Recal d the interest expense for each Note class and the Subordinated

and interest p are being paid in the correct | Loan for the period using independently obtained interest rates, and agreed this
order of seniority. to interest paid on the Interest Payment Dates.
Related discl in the fi j Note 4 - Interest Expense. | We found no material exceptions in performing these tests.
Impact of COVID-19 n ng the Di id: of the impact of COVID-19 on the

fi we have undertaken the following audit proced

During 2020 there has been a global pandemic from the oulbmuk of
coronavirus (COVID-19). During isation of the fi 1| * We di d the impact of COVID-19 on the Company’s financial

the potential financial and social unpacts of COVID-19 became significant

statements and operations wuh those charged with governance during the year.

the financial statements, including their going concern assessment and post:
|balance sheet disclosures.

and are cansing wid: d di to fi markets and normal * We d the h on their going concern
patterns of business ncuvnyatross the world, including the UK. In and their id of the impact of COVID-19 on the financial
mponsc, the UK and ou:er govemmenm, and l.he mek of England, have  |statements.
igned to g adverse impacts on | We challenged the year end value of impairment recognised on the Group's
the economy. loans and to given the ] impact of the pandemic on
customer behaviour, and audited the ap ofthe p used
The di have d the p inl implications of these events on | within their forecasting, as explained by the above key sudit matters.

As a result oflbcsc procedu:m, we concluded that the impact of COVID-19

hnsbecn p luated and reflected in the prep ofthe
lated discl in the fi ial Note 1-A g
policies (Basis of prep - Going ).
How we tailored the audit scope

We tailored the scope of our audit to ensure that we pcrfnmred enough work to be able to give an opinion on the financial statements as a whole, taking

into sccount the of the the p
Materiality
The scope of our audit was inft by our of We

and controls, and the industry in which it operates.

set certain ds for y. These, together with

qualmmvc considerations, helped us to determine the scope of our audit and the nature, timing and extz:nt of our audit pmceduru on the individual

line items and di and in g the effect of mi both i ly and in aggregate on the financial statements
as a whole.
Based on our p § jud we d d iality for the | as a whole as follows:
Overall company materiality. £26,440
How we determined it 1% of total assets
Rationale for benchmark applied As an SPE is established as a not for profit entity, funded

their attention
ISA (UK) 320

almost entirely by debt, it follows that users may focus

onlheSPEstomlasse!sassnggmwdby
A3. It is therefc

that overall
an SPE audit, be calculated as 1% of total assets.

iality can, in the context of

We use performance materiality to reduce to an approprintely low lcvel the pmbablhty that the aggregate of

P

exceeds overall materiality. Spet:lﬁcallyv we use in d

and
the scope of our audit and the nature and extent of our testing of

account bal classes of' and disclk for in d

sample sizes. Our performance materiality was 75% of overall

materiality, amounting to £19,830 for the company financial statements.
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Iodependent auditor’s report to the bers of Ci ial Finance No. t Pic (continued)

In ining the perfc ity, we idered o number of fixctors - the history of misstatements, risk assessment and aggregation risk and the
cffectiveness cfmnlrols and concluded that an amount at the upper end of our normal range was appropriate.

We agreed with the directors. that we would report to them misstatements identified during our audit sbove £1,300 as well as misstatements below that
amount that, in our view, ing for qualitative veasons.

Conctuslons relating to going concern

Our evaluation of the di ! of the ’s ability to continue to adopt the going concern basis of accounting inchuded:

© Inspection of | ion d to verify that Notes are limited recourse in all circumstances and that certain expenses can be deferred if there are
insufficient funds;

® Inspection of post year-end investor reports for pertinent changes in cash flows, such as ioration in the perfe of the gage loans or
uncleared write offs on the principal deficiency ledgﬂs

@ Review of the events of default set out in the d and verification that ro trigger breaches had d; and

© Eaquiries of the Servicer to understand the current impact of COVID-19 on the mortgage loans and its ability to continue to service the mortgage loans.
Based on the work we have performed, we have not identified any material inties relating to events or conditi individually or collectively,
may cast significant doubt on the company’s sbility to continue as a going concern for a period of at least twelve months from when the financial
statements are authorised for issue.

In auditing the financial we have luded that the di * use of the going concern basis of ing in the ion of the fi i}
statements is appropriate.

However, because not all future events or conditions can be predicted, this lusion is nota g asto the pany's ability to inue as a going
concern.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant sections of this report.

Reporting on other information

The other inft i mprises all of the inft ion in the Annual Report other than the financial statements and our auditors’ report thereon. The

directors are responsible for the other information. Our opinion on the financial statements does not cover the other information and, accordingly, we do
not express an audit opinion or, except to the extent otherwise explicitly stated iu this report, any form of assurunce thereon.

ln conneclmn with our audit of lhe our responsibility is to read the other information and, in doing so, consider whether the other

is iafly i with the financial or our k ledge obtained in the audit, or otherwise appears to be materially misstated,
wae identify an ap material i i or material mi we are required to perform procedures to Tude whether there is a material
of | |.hc ial or & material mi: of the other inft ion. If, based on the work we have performed, we conclude that
there is a material mi of this other inf ion, we are required to report that fact. We have nothing to report based on these responsibilities.
With respect to the ic report and of Di ponsibilities in respect of the strategic report, Directors’ report and the financial
we also idered whether the discl ired by the UK C ies Act 2006 have been included.

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain opinions and matters as described
below.

Strategic report and of Di * responsibilities in respect of the strategic report, Directors' report and the financial statements

1n our opinion, based on the work undertaken in the course of the audit, the infi ion given in the ic report and of Directors'
rcsptmmbllmw in respect of the strategic mpon, Directors' report and the financial statements for the year ended 31 March 2021 is consistent with the
and has been d in d: with applicable legal i

In hght of the knowledge and understanding of the company and its envmmmcm obtained in the course of the audit, we did not identify any material
inthe report and of Di ponsibilities in respect of the strategic report, Directors' report and the financial

statements.

R itles for the and the andit

ibilitics of the di for the
As explmned more fullyin the S of Directors' respousibilities i in rﬁpcct of the strategic n:pan, Directors’ repont and the financial statements, the
sponsible for the p ion of the i with the appli fram rk and for being satisfied that they give 8
true and fmr view. The dueclom are also responsible for such intenal wmml as they determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In ing the i the di are ible for ing the company’s ability to inue as a going concern, disclosing, as
applicable, matters related to going concern and using lhe going concern basis of accounting unless the directors either intend to liquidate the company or
10 cease operations, or have no realistic altemative but to do so.

Auditors’ 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 missiaterment, whether due to
fraud or error, and to issue an auditors’ 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 bly be expected to infh the ic decisions of users taken on the
basis of these financial statements.

tuding fraud, are i of mpli wnh laws and regulations. We design dures in line with our responsibilities, outlined

abovc to detect material mi in respect of i lari including fraud. The extent to which our d are capable of ing
irregularities, including fraud, is detailed below.




Sandwell Commercial Finance No. 1 Pic

Independent auditor’s report to the bers of 1l C Fi No. 1 Pic d)

Bascd on our understanding of the company and industry, we identified that the principal rigks of 1. with laws and regulations related to a
breach ufthc listing requirements of the London Stock Exchange under which \hc offering circular dated 13 May 2004 was issued or of the underlying

and we idered the extent to which non-compliance might have a material effect on the 1 We also idered
d\oselawsandtegulzmons\hmhnveaducctunpananlheﬁnanmalsw.emm!ssuchasﬂwCompamsAmZOOG We evaluated 's i i
and for ion of the i ding the risk of ide of and d i uuuhe, incipal risks
were related to i

dj in ing the financial Audit i d by the team included:

© Making inquiries of those charged with governance in relation to known or suspected i of pli with laws and regulation and fraud.
© Testing of the reconciliation and consistency of the year end servicer’s reports to the ial and underlying bank of the
Company.

® Testing, on a sample basis, that the priority of payments has been applied in d: with the ion d

© Testing journals using a risk-based approach and evaluating whether there was evidence of bias.

There are inherent limitations in the audit d d sbove. We are less likely to become aware of instances of non-compliance with laws and
regulations that are oot closely related to events and i flected in the fi ial Also, the risk of not d ing a material mi:

due to ﬁaud is higher than the risk of not dnwvung one resulting from error, as fraud may involve deliberate concealment by, for cxample, forgery or

i or through colt

Our audit testing might include testing complete populations of certain ions and bal possibly using data auditing techniques. However, it
typically involves selecting a limited number of items for testing, rather than testing complete populations. We will often seek to target particular items for
testing based on their size or risk characteristics. In other cases, we will use audit sampling to enable us to draw a conclusion about the population from

which the sample is selected.

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/gudit ibilities. This iption forms part of our auditors’ report.
Use of this report
This report, including the opini has been prepared for and only for the company’s bers as a body in d. with Chapter 3 of Part 16 of the

Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or assume responsibility for any other purpose or to any other
person to whom this report is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting
Companles Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if; in our opinion:

® we have not ined all the i ion and ions we require for our audit; or

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

® certain discl of di * ion specified by law are not made; or

o the financial are not in with the ing records and returns.

We have no exceptions to report arising from this responsibility.

Appolntmem
ing the dation of the di we were appointed by the di on 9 April 2021 to audit the financinl statements for the year ended 31

Man:h ZUZI and subsequent financial periods. This is therefore our first year of uninterrupted engagement.

:DB%

Daniel Brydon (Senior Statutory Auditor)

for and on behalf of PnccwulcrhouscCoopcrs LLP
Chartered A and Y

Birmingham

B3 3AX

19 August 2021



Sandwell Commercial Finance No. 1 Plc

Statement of comprehensive income
Jfor the year ended 31 March 2021

Interest receivable and similar income
Interest expense and similar charges

Net interest expense

Net fair value gaias on derivatives
Administrative expenses

Operating loss before recovery
Allowance for losses on deemed loan
Loss before tax

Taxation

Loss for the year

The loss for the year was derived from continuing operations.

Note

w

There has been no comprehensive income or expense other than the loss for the year (2020: £ail).

Statement of chaunges in equity
for the year ended 31 March 2021

Balance at 1 April 2020
Loss for the year

Balance at 31 March 2021

Balance ot 1 April 2019
Loss for the year

Balance at 31 March 2020

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

2021 2020
£'000 £000
147 687
(254) (1,432
“o1) (745)
5 33
@9 (58)
43) 770
153 173
(292) (597
292) 597
Share
capital Retnined losses Total
£'000 £'000 £'000
13 (8,787 8,779
- 292) (292)
13 9,079) (9,066)
Share capital  Retained losses Total
£000 £000 £000
13 (8,190) (8,177)
- (597 (597)
13 (8,787) (8.774)




Sandwell Commercial Finance No. 1 Plc

Statement of financial position

at 315t March 2021

Assets
Cash and cash equivalents
Deemed loan

Total assets

Liabilities

Derivative financial instruments
Debt securities in issue

Trade and other payables

Total liabilities
Equity

Share capital
Retained losses

Total equity attribatable to equity holders of parent

Total liabilities and equity

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

These fi ial ‘were app!

o\

Daniel Wynne
Director

Registered number: 05088299

Note

10
H
12

14
15

2021
£000

169
2475

1291
9177
1242

11,710

d by the Board of Directors on 19 August 2021 and were signed on its behalf by:

2020
£000

180
2,811

2,991
1,276
9292
1,197
11,765
13
(8,787

(8,774)

2,991



Sandwell Commercial Finance No. 1 Plc

Statement of cash flows
Jor the year ended 31 March 2021

Cash flows from operating activities
Loss 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 loan

Net cash outflow from operating activities before changes in operating
assets and lisbilities

Repayment of deemed loan
Increase in trade and other payables

Net cash Minflow from

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 year

Cash and cash equivafents at end of year

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

Note

2021
£000

@92)
15

106)
153)

(536)

489
45

®)

L

an
180

2020
£000

(597

(115)
(73)
(885)

8n
350



Sandwell Commercial Finance Neo. 1 Plc

Notes to the financial statements

1 Accounting policies

Sandwell Commercial Finance No. 1 Plc (the Company) isa pubhc limited company mcorpomled 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 1 and 2 respectively.

The principal eccounting policies applied i ly in the preparation of these 1 are set out betow.

Basis of preparation

The financial have been p din d with i ional ing standards in ity with the requij of the C:

Act 2006.

The ial have been prep under the historica! cost ion as modified by the revalusion of derivatives at fair value through profit or
loss.

The fi ia} arep d in pounds Sterling and, except wherc otherwise indicated, have been rounded to the nearest thousand pounds.
Going concern

The ial have been prep onthegnmgmnoembms,asdcﬁnodmmsl— P ion of Financial . In order to prepare
financial statements on this basis, the di must de that does not intend to liquidate the Company or cease trading, and that the

Company has the ability to 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 extemnal borrowings a1 their carrying value at that
time. In order for the call option to be exercised, the directors must certify to the Trustee of the Notes that the Company will be able to repay all amounts
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 toan assets and the effective cessation of its trade, followed by
the orderly settlement of any remaining assets and linbilities and ultimatety the dissolution of the Company. At the date of signing these accounts no
decision to exercise the option had been taken and there is no intention for the Company to do so.

Repayments of the principal liabilitics of the Company, the morngage backed floating mie notes described in note 11, are limited to available principal cash
reccived on the Company’s loan portfolio until the final rep date. This, together with other | features of the bx ing gives
the Company the ability to trade until the final repayment date, or until all the Notes are repaid in the normal course of business, if earlier, if the call option
is not exercised. The Company has made a loss in the financial year and has a net liability position, however no default triggers have been met which would
require the winding up of the Company and ueither is this mumpmed in l.h: next gomg concern period. Therefore, the directors have a reasonable

expectation that the Company has adeq to in for the f¢ ble future and satisfy any liabilities which fall
due.

On that basis, the di have luded that it is appropriate to inue to adopt the going concern basis in the preparation of these finoncial
staicments.

In the paragraph above, “ability to continue as a going concern” is used as it is in ISA (UK) 570. The term ‘ability to continue as a going concern’ is
equivalent 1o the term ‘ability to adopt the going concern basis of accounting in the future’.

Newor

The i A dards Board (IASB) have issued a number of new ded dards and i ions but are not effe
for the twelve months endcd 31 March 202]. Other than the change noted below, which is undergoing msssmcm. all other changes are not expected to
have a significant impact on the Companys’s financial statements.

« Interest Rate Benchmark Reform (, di !olFRS?,IAS39Amd[FRS7)
In Augusl 2020, the LASB issued Phase 2 of Interest Rate hmark Reform ~ d to IFRS 9, IAS 39 and IFRS 7. The amendments provide

in respect of ting for changes to financial assets and liabilitics where the modification is as a direct result of the IBOR rtform&
'I‘bc nmcndmcms allow firms to account for the modification to the asset or ligbility by applying the updated effective interest rate following o to
a new benchmark interest rate to value the financial asset or liability, rather than continuing to discount the asset or linbility at the original discount rate and
recognising o gain or loss in the Income Statement as per the ususl requirements under IFRS 9 for modifications of financial assets and liabilities.

The WBBS Group has not chosen to early apply these which are datory (or annual reporting periods beginning on or after t January
2021. In the year ended 31 Mnn:h 2020, the Group chose to early adopt Interest Rate Benchmark Reform ~ Phase 1 (Amendments to IFRS 9, IAS 39 and
IFRS 7) which was d ive for annual rep 1g periods beginning on or after | January 2020.



Sandwell Commercial Finance No. 1 Ple

Notes to the ial

1 A ting policies

Interest receivahle and expense

Interest receivable and expense are ised in the of hensive income for all i da ised cost using the effective
interest method. Interest income on defaulted loans categorised os su;ge 3 under IFRS 9 is recognised by applying the effective interest rate to the balances
net of provisions for expected credit fosses.

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

Amounts in excess of 0.01% accruc to West Bromwich Commercial Limited, the seller of the underlying The p of deferred
i are strictly g d by the priority of payments that scts out how cash can be utilised.
Effective interest rate
The effective interest rate is the method used to calculate the ised cost of ial i and to ise interest ivable or payable over

me refevant period. The effective interest rate is the rate that exactly discounts estimated future cash flows or receipts through the expected life of the
or where appropriate, a shorter period, to its carrying amount.

Financial Instruments

a) Financial assets
Under [FRS 9, ial assets are classified as ised 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 istics 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 contractua) terms which give rise on specified dates to cash flows which are solely
payments of principal and interest (SPPI) on the outstanding amount. *

Amortised cost
This category compnss cash and cash equivalents and the deemed loan. With respect to the deemed loan, all of the mortgages within the underlying
dorp d for the p of collecting } cash flows and the contractual terms of the mortgages indicate that the

‘were
cash flows to be collected comprise capital md interest on the outstanding balance.

Asse\.smeasumdmnmomsedcoslmmmnllymcogmscdmfnuvnlue,bemgthccmh i to originate or purchase the asset including any directly
ion costs, and b ly using the effective interest method.

Deemed loan
The loans and advances to customers legally sold to the Company fhil the derccognition criteria of IFRS 9 as the Seller has retained significant risk and
rewards of ownership and therefore these loans remain on the statement of financial position of the Seller. IFRS 9 therefore requires the Seller to recognise
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 initially the ideration paid by the Company in respect of the acquisition and the beneficial hip of the

d loans and adh to and is sub: ly adjusted due to rep made by the Seller to the Company. The deemed loan balance
is reported net of any start up loan and subordinated loan payable to West Bromwich Commercial Limited. Similarly, interest receivable on the deemed
loan is presented net of any start up loan and subordinated loan interest payable.




Sandwell Commercial Finance No. 1 Plc
Notes to the financial statements (continned)
1 Acconating policles (cootinned)

) Financial liabilities
In accordance with [FRS 9, ail of the Company's financial liabilitics are subsequently measured at amortised cost except for financial liabilities at fair value
through profit or loss.

Amortised cost

‘This category comprises debt securitics in issue. Lisbilit ot amortised cast ised initially ot fuir value, being the issue
proceeds, net of premisa, discounts and dircctly ettributeble transaction costs incurred. They are subsequenly measured at amortised cost using the effective
interest method.

Fair value through profit or loss
vy ’ i

liabilities for which chs in fair val ithin fair vah i financial i inthe
statement of comprehensive income. Interest grising on derivative financial instruments is recognised within net interest on an accruals basis.

‘The fair values of derivative liabilities are determined in accordance with the three tier valuation hicrarchy 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 recogaised for all financial assets carvied at amontised cost under IFRS 9. When updating the ECL calculations,
consideration has been givem 1 the impact of opgoiag govemmet suppor mesures, including impacts o wnemployment and arrears 3 these sppioach

their end, the proposed routc out of lockdown and the progress of the tout in the UK. The following have been updated when
assessing the year end ECL:
- The ic seenarios have been updated following ch i the UK up 0 the reparting date, for exaruple, recognising that

will likety i 0 an end. This yiclds in tste 2021 and into 2022.
* Account level ions for inl provisi been refined to reflect the latest developments on on individual account level. Factors such as
strategy, rental cover and exit value valuati ons have b iidered when informing these decisi
Staging

At cach reponting date, financial assets subject to the impairment requircments of [FRS 9 are catcgorised into one of three stages:
Teq! 80! 'ges:

Stage 1

On initial recognition, Ainancia! asscts which are not credit impaired are categorised as stage 1 and provision is made for 12-month ECLS, being the losses
from defbult events expected to occur within the next 12 months. Assets remain in stage 1 until such time as they meet the criteria for another swge or are
derecogaised.

Stage 2 (significant increase in credit risk)

Financial assets which are not in defiult, but have experienced a significant increase in credit risk since initial recognition, are categorised as stage 2. The
loss allowance tecognised is equivalent to lifetime ECL, being the loss arising from default events expected to ocour over the lifttime of the finmciel asset.

Determining whether a significant increase in crodit risk has occurred is a eritical aspect of the IFRS 9 methodology and one which involves judgement,
base on 0 combintion f quantiniv and qualiative measures. As dscribed i the ECL caleultion setions which bllow, e citeia spplicd vary
across portfotios depending on the nature of the p y of relevant credit risk information but all include the IFRS 9 “backsiop® of 30
dnys past due as o stage 2 trigger.

Stage 3 (defiul)
Defulted or credit-impaired financiol assets arc categorised es stage 3, requiring recognition of ifetime ECLs.

Transfers to lower stages (curing)
Finuncia ssets in stages 2 or 3 can transfer back to stages | or 2, respectively, anoe the eriteria for sgnificant inerease in credit risk or default cease 10 be
met for o period of time defined within the ECL for that portfolio, the *cure’ period. In prasiice, this means thi a stage 2
or 3 loan which ceases to breach the threshold(s)criteria for that stage will remain in the higher stage for o pre-determined oumber of months. The use of
cure periods gives assumnce that accounts have rehabilitated before re-entering lower stages and reduces the level of volatility that might otherwise arise
from accounts regularly migrating between stages.

Forward-looking ECL approach
ECL is measured as the present value of the di the cash fl on o financial assct and the cash flows expected to be
received. In the statement of financial position, the loss all is ed a5  reduction in th ing value of the financial assct.

For cach of the mortgages underlying the deemed loan, the estimate of ECL is unbissed and probability-weighted, taking into account a rangs of possible
outcomes. In sccordancs with [FRS 9, forecasts of integral to the EC for each portfolio. The Company
currently models four forward ic scenarios: a central forecost wi jons aligned to 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 scenrios have been updated with due regand to the latest market data available following the emergence of the COVID-19 pandemic. A more
pessimistic view has been taken when developing the forecasis this year, combined with reduced weightings assigaed to the ceatral scenirio, offct by
higher wei low




Sandwell Commercial Finance No. 1 Plc

Notes to the financial statements {(continued)

1 A ing policies

ECL calculation — deemed loan
The loss allowance held against the deemed loan is determined based on the [FRS 9 provisi quil for the underlyi p

The key indicator of a significant increase in credit risk for a ial toan is & d migration in the ini: and cash internal
credlt mlmg, dclcrmmcd via an stabhshed WBBS Gmup credit risk assessment process, The internal grade is determined at an individual account level,
g expert j with p ip luding, but not limited to, loan to vatue and income/debt service coverage ratios.

C ial loans are i asde&ulnftheymmmbygmaterthmoraqualwthreemonthsurpas(schedtdedmmumywm!no!‘omual
extension having been agreed. Loans not meeting these criteria may be classified as stage 3 based on expent d; of the perceived risk of
non-payment.

The ECL req for the underlyi i are d on an individual loan basis, using cash flow scenario modelling. This
involves estimating the timing and amou.nl of ﬁmm cash ﬂows, in the event of default, for one or more pmhahllltywelgbwd account-specific scenarios
based on the central forecast of i \pplying the upside, d: ide and stress ively creates a range of
alicrnative outcomes.

Estimated future cash flows, comprising rental receipts and final sales proceeds (each net of costs), are discounted at the effective interest rate of the loan
and compared with its carrying value to determine the ECL under mh mmbmnuon of account-specific and macroeconomic scenarios. The relevant
probability weightings are then applicd to the overall provi q at the ing date,

Write off of financial assets

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

d) Derecognition of financial assets and liabllities

The Compan)’s pohcy i8 to derecognise financial assets when the contractual right to the cash flows from the financial asset expires. The Company aiso
| assets that it to another party provided the transfer of the nsset also transfers the right to receive the cash flows of the

financial asset and substantially all the risks and rewards of ownership.

‘The Company derecognises financial lisbilities only when the obligntion specified in the contract is discharged, cancelled or has expired.

&) Offsetting financial instruments

Financial assets and lisbilities, including derivatives, are offset and the net amount reported in the of fi ial position when there is a legally
caforceable right to st 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 equivatents

For the purposes of the statement of cash flows, cash prises cash and bank bal: payable on demand. Cash equivalents comprise highly liquid
investments that are conventible into cash with an insignificant risk of changes in value, with maturities 0f 90 days or less. -

Taxation

The Company has elected to be taxed as a securitisation company under the Taxation of | itisation C i ions 2006 (“the
regime"). Under the permanent regime the Company will be taxed on an amount which broadly repmecms its mamed pml'mas determined by the
transaction documents. This is different to the basis on which the accounting profit or loss is reported in these fi

Al differences between the Company’s accounting profits or losses and taxable are treated as p differences and, a3 no timing
differences with future tax consequences arise, no deferred tax is required to be recognised.
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Sandwell Commercial Finance No. 1 Plc

Notes to the fi i )
2 Financtal instruments (continued)
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 contractun) maturity date. The actual repayment profiles of financial assets and lisbilities could be significantly different to that shown in the analysis.
Less than No specific
12 months 1to 5 years Qver 5 years maturity Total
£000 £'000 £'000 £'000 £'000
At31st March 2021
Financia) assets
Cash and cash equivalents 169 - - - 169
Deemed loan 1,657 818 - - 2475
1526 818 - - 2,644
Financial liabilities
Debt securities in issue 1,690 818 6,337 332 9,177
Derivative financial instruments - - 1291 - 1,291
1,690 818 7,628 332 10,468
Less than No specific
12months 1to5years Over$ years maturity Total
£000 £9000 £000 £000 £000
At 31st March 2020
Financial assets
Cash and cash equivalents 180 - - - 180
Deemed loan 60 2,751 - - 2,811
240 2,751 - - 2991
=LA
Financial liabilities
Debt securities in issue 98 2,751 5,861 582 9,292
Derivative financial instraments - - 1,276 - 1,276
98 2,751 7,137 582 10,568
Gross contractual cash flows
The timing and amounl of any paymients to be made in respect of financial liabilitics are d: ined by the waterfall of payments as laid out in the initial
In terms, the il of p only allows for (and expects) payments to be made to the extent that funds have been generated
fmm the underlying mortgage assets. If insufficient funds have been generated to meet the full d, then these inuc 10 be
accrued until such time as funds are available. The current expected cash flows to be g d from the underlyi 1gages are inchuded in the maturity
table above.
Cash and cash cquivalents are held with an A rated bank.
Credit risk
Credit nsk msu on the mdmd\ml loans within the mortgage portfolio which are secured on the underlying commercial properties. Under IFRS the
p is disclosed as a deemed loan.
To the extent that the income on the decmed [oan does not provide sufficient funds to recover the Compan)'s in the 8 folio, the
Company has no claim on the assets of West Bmmwmh Commemml Limited. The Ce s gross to credit loss is therefore equal to
the carrying value of its i in the p io (subject to mitigation which may result in the chmmmmn of any obligation to pay
deferred ideration to West ich C ial Limited).
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Finaneial instraments (coatinued)

Deemed loan
The deemed loan is a single financial instrument under IFRS 9 and is allocated within [FRS 9 stage 2.
The table below shows an analysis of the deemed loan:

2021 2020
£'000 £000
Concentration by toan type
Loans sccured on commercial property 2475 2811
Gross exposures 2475 2,811
Impairment provisions - .
2475 2!81 i
Credit quality
The internal credit risk grading approach for the undertying ial loan book does not use scorccards 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 amrive at a risk grede. The distribution of the underlyi ia) loan p fio by grade
and IFRS 9 stage a1 31 March is set out in the table below:
At 315t March 2021 Stage 1 Stage 2 Stage 3 Total
£'000 £'0600 £'000 £'600
Strong 1,657 - - 1,657
Good 818 - - 818
Satisfactory - - - -
é475 - - 2!475
At 31st March 2020 Stage 1 Stage 2 Stage 3 Total
£000 £000 £000 £000
Good 1,927 - - 1,927
Satisfactory - 884 - 884
1,927 884 - 2,811
=5 o
The table below provides further infc ion on the underlying ial loan portfolio by pay due status at 31 March:
2021 2020
£'000 £000
Not past due 2475 2811
Expected credit losses
The table below iflustrates the [FRS 9 staging distribution of the underlyi ial loans and related expected credit loss provisions
at 31 March:
Gross Expected credit Provision
exposure  loss proviston coverage
At 315t March 2021 £000 £'000 %
Commereial loans
Stage | 2475 - 0.00%
Stage 2 - - 0.00%
Stage 3 - - 0.00%
247 oo
Gross  Expected credit Provision
p loss provisi 8
At 315t March 2020 £000 £000 %
Commercial loans
Stage 1 1,927 B 0.00%
Stage 2 884 - 0.00%
Stage 3 - - 0.00%
2,811 - 0.00%

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 | April 2020 1,927 884 - 2,811
Transfers due to decreased credit risk:
From stage 2 to stage 1 884 (884) - -
Net redemptions and repayments (236) - - (336)
At 31 March 2021 2‘,415 - - 2,475
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Gross exposure Stage 1 Stage 2 Stage 3 Total
£'000 £000 £000 £000
At 1 April 2019 2,200 953 358 3,511
Net redemptions and repayments (2713 69 (358) (700)
At 31 March 2020 1927 884 - 2,811
e e
Expected credit toss allowance Stage 1 Stage 2 Stage 3 Total
£'600 £'000 £'000 £1000
At ] April 2020 - - - -
Remeasurement of expected credit losses with no stage transfer - - - -
Redemptions - - - -
At 3] March 2021 - - - -
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 - - - -
=
Industry analysis
‘The analysis of the underlying loans secured on commercial property by industry type is as follows:
2021 2020
£'000 £000
Industrial and warchouse 1,657 1,868
Retail 818 943
_Zé75 Zisl 1
Geographical analysis
The table below shows the geographic spread of the underlying ial loan portfolio at the year end date:
2021 2020
£'000 £000
South East 818 884
Wales - 60
Yorkshire 1,657 1,867
2é7§ 2!81 ]
Collateral
The following table indi Ilateral held against the underlying commercial loans for the year ended 31 March:
Value of coflaterat held (unindexed) 2021 2020
£1000 £000
Stage 1 6,920 5,650
Stage2 - — 1520
,920 7,170

The average indexed loan to value is 30.93% (2020: 38.17%), calculated as a simple average across all loans.

The coltatcral held consists of properties, land or other guarantees or cash included within the sbove categories. The use of such
coltateral is in line with the terms that are usual and yto ies.

dard lending
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Financial Instrumeants (continued)

Classification of fi ia) assets and fi

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

At 31st Mareh 2021
Assets

Cash and cash equivalents
Deemed loan

Total financial assets
Non-financial assets
Total assets

Liabitities

Debt securities in issue
Derivative financial instruments
Total financial iabilities
Non-financial linbilities

Total liabilities

At 31st 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 lisbilities
Non-financial linbilities

Total liabilities

20

Amortised Fair value through
cost profit or loss Total
£'000 £'000 £'000
169 - 169
2475 - 2,475
2,644 - 2,644
- -
.====-=—i
Amortised Fair vatue through
cast profit or loss Total
£'000 £'000 £'000
9,177 - 9,177
- 1,291 1,291
9,177 1,291 10,468
1 %l
A
Amortised Fair value through
cost profit or loss Total
£000 £000 £000
180 - 180
2,811 - 2,811
2,991 - 2,991
2,991
Amonrtised Fair valuc 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
11,765
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(continued)

Financial instruments (continued)
Fair values of financla) assets and liabilities

Fair valuc is the price that would be received to sl an ascl or paid to transfera lmb:luy in an orderly tmnsamon between market
at the date. The Company d fair values by the following three tier val

p P

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

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

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

Valuation techniques include net present value and discounted cash flow models, comparison to similar i for which market
observable prices exist and other valuation models. Assumptions and market observable inputs used in valuation tcchmqua inctude risk-
free and benchmark interest rates, equity index prices and r_xpecwd price volatilitics. The objective of vatuati istoarriveata
fair value determination that reflects the price of the l i 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 carrying value of cash and bal. are d to approxi their fair value.

Fair vatues of financial assets and Habilities held at amortised cost

The tables below show the fair values of the Company’s financial assets and liabilities held at ised cost in the of fi !
position, analysed according to the fair value hierarchy described previously.

Carrying  Fairvalue  Fair value Falr value Fair value
vatue Level 1 Level 2 Level 3 Total
£'000 £'000 £'000 £'000 £'000

At 31st Marceh 2021

Financial assets

Deemed loan 2475 . - 2,455 2,485

Financial linbitities

Debt securitics in issue 9,177 - 9,177 - 9,177

Carrying  Fairvalue  Fair value Fair value Fair value

value Level 1 Level 2 Level 3 Total
£900 £000 £000 £000 £000

At 31st March 2020

Financial assets

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

Financial lisbilities

Debit securitics in issue 9292 - 9292 - 9.292

a) Deemed loan

The deemed loan is net of provisions for impai The esti d (air value rep the di d amount of esti future cash

flows. Expected cash flows are discounted at current market rates to determine fair value.
b) Debt securities in issue

The aggregate fair 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 bascd on a current yield curve appropriate for the remaining term to maturity.

21
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Financial instruments (continued)
Financlal assets and financial Habilitles 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.

Level2 Total
£'000 £'000

At 31st March 2021

Financial Habilities
Derivative financial instraments 1,291 1,291
Level 2 Totat
£000 £000

At 31st March 2020

Financial lisbilities

Derivative financial instruments 1,276 1,276
Interest receivable and similar income 2021 2020
£'000 £000
On deemed loan (122) 77
Bank interest - 4
Net expense on derivative financial instruments 29 34
(147) 687

Included within interest receivable and similar income is interest accrued on impaired commercial morigage assets of £nil (2020: nil). For

the p of this discl paired assets are those which have been categorised as stage 3 under IFRS 9.
Interest expense and similar charges 2021 2020
£'000 £000
On debt securities in issue 150 196
Other interest payable and similar charges 104 1236
254 1432
Laoss before tax 2021 2020
£'000 £000
Profit before tax is stated after charging/(crediting):
Related party transactions (note 17) 4 5
Fair value gains on financial instruments (6] 33)
Auditor's ion: audit services tuding VAT) 23 12

Toformation regarding Directors and employees

Directors
None of the Directors received any emoluments for their qualifying services to Sandwell Commercial Finance No. 1 Pic during the year
ended 31 March 2021 or the preceding year.

Employees

The average number of persons (excluding Directors) employed directly by the Company during the year was nil (2020: nil). The
aggregate payroll costs during the year ended 31 March 2021 were £nil (2020: £ail).

22
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7 Taxation

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

2021 2020
£'000 £000
Loss before tax 292) (597
Loss before tax multiplied by the UK standard rate of tax of 19% (2020: 19%) 5 113)
Permanent differences as a result of securitisation regime 55 113
Tax charge = e
8 Cash and cash equivalents 2021 2020
£'000 £000
Bank deposits 169 180
9 Deemed toan 2021 2020
£'000 £000
Repaysble in:
Less than 12 months 1,657 60
1to5 years 818 2,751
2475 2,811
Impairment provisions - -
2475 2811
Allowance for losses on deemed loan
2021 2020
£'000 £000
At beginning of year - 2
Amounts written off net of recoveries 153 171
Credit for the year comprising:
Net release of provisions for loan impairment - )
Adji 1o provisi ing from i (153) am
Credit for the year (153) amn)
At end of year - -
10 Derivative financial i 2021 2020
£'000 £000
Liabilities
Interest rate swaps (inclusive of accrued interest) 1,291 1276
i} Debt securities in issae 2021 2020
£000 £000
Dae withio 1 year:
Class E Notes due 2039 1,658 -
1,658 -
Due in more than 1 year:
Class E Notes due 2039 3,158 4,822
Accrued interest 4,032 3,888
Carrying value adjustment s 582
7,519 9.292
9‘1 77 9,292

23
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Debt securities in issve (continped)

The mortgage backed floating rate notes due 2039 (the Notes) are secured over a portfolio of
notes are secured by the same security as the junior notes but rank in priority to the junior notes in the amount of security being enforced.

{fnot otherwise red: d or purchased and tled the Notes will be red: d at their principal amount

payment date falling in May 2039.

gnge loans. The more senior

on the interest

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
2021 2020
£'000 £9000

E 4,813 4,822

Margio over 3 month LIBOR
After the payment date
falling in May 2009

600 basis points

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

{lowing table anal in debt ities in issue.

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

Non-cash ftows:
Accrued interest

Changes in cerrying value adjustment
At end of year

Trade and other poyables

Amounts due to related parties
Other payables

Deferred consideration

2021
£000

9,292
®

144

(250)

9,177

2021
£'000

1
1,241
1,242

2020
£000

10,598

(1,191)

186
301

—_ 30y
9&92

2020
£000

1

1,196

1,197

Deferred contingent cousiderntion payable to West Bromwich Commercial Limited is dependent on the extent to which surplus income is
genernted by the mortgage assets, to which the Company holds the beneficial titte. The surplus income generated during the year ended 31

March 2021 and payuble to West Bromwich Commercial Limited at the year end date was £nil (2020: £nil).
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14 Share capital
2021 2020
- £ £
Authorised
50,000 ordinary shares of £1 each 50,000 30,000
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 to the paid up on the shares. There was no dividend paid in the current or prior
year.
15 Retained losses 202t 2020
£000 £000
At beginning of year (8,787) (8,190)
Loss for the year 292) (597)
Atepd of year 9,079; !§§78 7)
16 Parent undertakings and sitimate controlling party
The entire ordinary share capital of the Company is owned by Sandwell Finance Holdings Limited. Wilmi Trust SP Services
(London) Limited holds 100% of the issucd voting share capital of Sandwell Finance Holdings Limited, subject to the terms of a
deelaration of trust for general charitable purposes. Copies of the parent s financial can be obtained from Wilmi

Trust SP Services (London) Limited st the address shown on page 1.

The results of the Company were consolidated into the results of the West Bromwich Buitding Society Group (WBBS Group) under the
rules and guidance of IFRS 10 ‘Consolidated Fipancial St ', until 31 D ber 2019.

In the prior year, it was deemed that the Socicty has limited exposure to credit losses with the Company, with risk transferred in part to
third party i who have p d loan note ities issued by the Company. The Society’s first loss exposure has been fully
written down such that the Group is not exposed to further credit losses made in the Company.

This resuited in a re-cvaluation of [FRS 10 ‘Consolidated Financial ’ criteria for lidation of the Company within the
WBBS Group. The Group's management deemned that the Society is no longer exposed to variable retums from the Company as the credit
enhancement features have been fully utilised and there is no realistic prospect of this reversing, or of any deferred considerntion
becoming 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.

17 Retated party transactions

Tr ctions with West C lal Limited 2021 2020
£'000 £000

Interest receivable on decmned loan (122) n7

Administration and cash fees payable ) )

Troosactions with Wilmington Trust SP Services (London) Limited 202t 2020
£'000 £000

Administration fees 18 13

At the year end the ing bal were ding with related parties:

Ou ling bal with West B, C dal Limited 2021 2020
£'000 £000

Trade and other payables ) )

Deemed loan 2475 2811
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