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ERM FUNDING PLC .
FOR THE YEAR ENDED 31 DECEMBER 2024 -

STRATEGIC REPORT

The. directors present their strateguc report for ERM Funding PIc (the ”Company ) for the year ended 31
December 2024. ’ < i

General company information
The-Company is a public company limited by shares, incorporated in England and Wales on 4 March 2020 with
' the registered number of 12498822. :

Principal activities and review of business

The Company was set up as a special purpose vehicle to establlsh a lifetime mortgage-backed securities
programme. On 9 November 2021 the Company issued a series prospectus (the “Prospectus”) for Series 2021-1 -
to issue fixed rate Loan Notes (the “Loan Notes”) and Deferred Consideration Instruments (DCls}), which were

listed on the London Stock Exchange on 17 November 2021. The proceeds of the Note issuance were used to
acquire the beneficial interest in a portfolio of residential lifetime mortgages (the “mortgage loans”) as part of

a securitisation transaction. The Loan Notes have a final maturity date of July 2090 and are Ilmuted recourse in

nature. Further detail on the Loan Notes is set out in Note 13.

RGA Americas Reinsurance Company Limited (”kGA Americas”) holds all the DCls in Series 2021-1. The holders
- of the DCls are entitled to the quarterly residual income, after paying all of the higher-ranking payments as set
out in the payment waterfall for Series 2021-1, including interest on the Loan Notes and other expenses.

“Under the terms of the securitisation transaction, the mortgage loans are serviced by More 2 Life Limited {the
“Servicer”). RGA UK Services Limited is the programme servicer (the “programme servicer”) and has an oversight
role of the lifetime mortgage-backed securities programme established by the Company.

Results

The profit for the year before tax was £5,972k (2023: £3,313k). The increase in profit was prlmarlly driven by an
increase in the fair value of mortgage loans, partially offset by an increase in the. fair value of debt securities,
both resulting from a decrease in the discount rate during the year.

‘The directors do not recommend the payment of a dividend for the year under review (2023: £nil).

Key performance indicators (KPIs)

Financial KPls .
2024 ) 2023

£000 £000
Interest receivable and similar income : : S17,321 (17,142
Interest expense ‘ (11,311) - (11,348)
Net interest income ‘ " 6,010 -5,794
"New mortgages acquired o ) ) o 1,279 3,100

Voluntary redemptions during the peried 10,197 11,218.

Non-f'nanual KPIs .

The non-fmancnal KPIs considered by management are any tnggers of the transaction terms. These triggers
include a fall in the credit ratings of the liquidity facility prowder and series bank account providers as well as
insolvency of the mortgage servicer and-cash manager. During the year ended 31 December 2024 and to the
date of signing this report; management were not aware of any triggers having been breached (2023: none). -
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ERM FUNDING PLC
FOR THE YEAR ENDED 31 DECEMBER 2024 .

STRATEGIC REPORT (CONTINUED) . L

~ Principal risks and fi nancnal risk management and objectlves .
The directors have been charged with governance in accordance with the programme documents detailing the
mechanism and structure of the Company. The structure of the Company is such that the key pohcnes have been
predetermined and the opeérational roles have been assigned to third parties and these are strictly governed by
the -programme transaction documents. The principal risks that could affect the Company are credit, interest,
price and liquidity risks. Please refer to Note 13 for further details on these risks. -

Credit risk :
Credit risk is the risk that the counterparty to a financial |nstrument wnll fail to discharge an obllgatlon or
commitment that it has entered into with the Company. Crédit risk exists on the mortgage loans.

‘On origination, mongage loans are required to adhere to specific lending criteria to ensure credit risks are
identifiéd on a timely basis and losses are minimised. The Company has appointed Citibank as the Cash Manager
to produce quarterly investor reports including information provided by the servicer. Credit risks generated by
delinquencies and any ultimate credit Iosses are managed through the limited recourse nature of the Loan
Notes. :

Interest rate risk .
Interest rate risk exists where assets and liabilities have interest rates set under a different basis or which reset
at different times. The Company minimises its exposure to interest risks by ensuring that the characteristics of
assets and liabilities are 5|m|Iar The mortgage Ioans and Loan Notes issued by the Company are both at fixed
- interest rates. ;
Prlce risk
Price risk is the risk that the fair value.or future cash ﬂows of a financial instrument will fluctuate because of
changes in market prices (other than those arlsmg‘from interest rate risk or currency risk), whether those
changes are caused by factors specific to the. individual financial instrument or its seller, or factors affecting
similar financial instruments traded in the market. The Company is exposed to price fisk because of changes in
the market values of the mortgage loans, Loan Notes and DCls. As the Loan Notes issued by the Company are
limited recourse |n nature, the Company is only expected to pay its Noteholders to the extent of the income it
receives. - : :

Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. For .
the purposes of managing this risk, the cash manager ensures that all monies received are paid out in accordance
with a priority of payments set out in the Series transaction documents. Credit enhancement is prowded to the
Al and A2 Loan Notes by way of a Series Main Reserve Fund (the “Reserve Fund”) and Series Liquidity Facullty
The Company also entered into a Reverse Repurchase Agreement whereby excess cash is placed on deposit with
RGA Americas and earns a return of 5bps. The Reverse Repurchase Agreement is upsized or downsized on each
. Interest Payment Date depending on the cash needs of the Company. Liquidity risks generated by delinquencies
and any ultimate credit losses are managed through the limited recourse nature of the Loan Notes. :

Future developments : : :

-As described in the “Principal activities and review of busmess section above, the Company established a
programme to acquire the beneficial interest in a portfoho of residential lifetime mortgages through separate
Series Loan Notes issuances. To date just one Series has been issued. The directors anticipate that these
activities will continue for. the foreseeable future, acceptlng that the market for residential lifetime mortgages ..
may fluctuate according to factors beyond the Company'’s control 'such as interest rates, house prices and
inflation amongst other factors. All the underlying collateral properties for the residential lifetime mortgage
loans in the Company are in the United Kingdom and hence the Company’s prospects are closely linked to
economic conditions in the UK. Geopolitical tensions have affected the.global economic markets and is
exacerbating ongoing economic challenges, including inflation, cost of living and global supply chain disruption.
.The Directors believe that the Company s performance is not durectly affected by the economlc implications of
the conflict.
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ERM FUNDING PLC o B
FOR THE YEAR ENDED 31 DECEMBER 2024

STRATEGIC REPORT (CONTINUED) . T (ST

Capital structure
The capital structure of the Company consists of debt dlsclosed in note 13 and equity attributable to the share )
trustee, comprising issued share capital and retained earnings as disclosed in the statement of financial position. -

- The Company is not subject to any external capital requirements except the minimum reqmrement under the
Companies Act 2006. The Company has not breached the minimum reqmrement

streamlined Energy and Carbon Reporting (SECR)

The Company is out of scope of the Streamlined Energy and Carbon Reportlng (SECR) as it does not meet the
numerlcal thresholds in relation to turnover and number of emponees

SECTION 172(1) OF THE COMPANIES ACT 2006

As a special purpose vehicle, the governance structure of the Company is such that the key pohc1es have been
‘predetermined at the time the Company issued the bonds which are listed on the London Stock Exchange. The
Directors have had regards to the matters set out in section 172(1) of the Companies Act 2006 as follows:

a) the transaction documents, which cannot be changed without bondholder consent, have been

. formulated to achieve the Company's purpose and business objectives, safeguard the assets and

promote the success of the Company with a long term view and as disclosed in notes to the
financial statements: '

_ b) the transaction documents only allow the Company to retain a minimal proi"t and due to the
" limited recourse nature of the structure, the returns to bond holders are limited by the cash ﬂows
. received; : . ) )

c) the company has no employees; . X :

d) the Company is a securitisation vehicle and therefore a key stakeholder are the bondholders. The
transaction documents determine the nature and quality of assets that can be securitised and how
the cash flows from securitised assets are distributed. Relationships are also fostered with suppliers
and others via professional third parties who have been assigned operaﬁonal roles with their roles”
strlctly governed by the transaction documents and fee arrangements agreed in advance. The
Company has no customers; : ‘

e) asa securmsatlon vehicle the Company has no physical presence or operatuons and accordmgly has
minimal impact on the communlty and the environment;_ : i

f) the Company maintains a reputation for high standards of business conduct via professional third
parties who have contracted with the Company to provide specific operational roles. Fee-
arrangements have -been agreed in advance and supplier invoices paid strictly in accordance with

".the transaction documents including a priority of payments, if applicable; and

g) the Company has a sole member The Law Debenture Intermedlary Corporatlon Plc. and entire
issued share capital is held on a discretionary trust basis for charitable. purposes

In accordance with section 4268 of Companies Act 2006 a copy of this -statement is available at:
www.lawdebenture.com/independent-professional-services/structured-finance-services/investor-reporting.

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

Shamiso Magaisa : _

For and on behalf of L.D.C. Securitisation Director No 1 Limited " - i
Director ’ ’ )

27 June 2025
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ERM FUNDING PLC
FOR THE YEAR ENDED 31 DECEMBER 2024

DIRECTORS' REPORT : ' : o ‘
" The directors present their report and the audlted financial statements of the Company for the year ended 31
.December 2024
RESULTS AND DIVIDENDS -
o Details of the results and dividends can be found in the Strateglc Report and form part of this report by cross-
" . reference. . . . . N

DIRECI' ORS AND SECRETARY .
The directors who served throughout the year and up to the date of thlS report are set out on page 3. The
directors have no interests in the shares (2023: nil) of the Company.

The company has no employees (2023: nil). .
The directors are not subject to retirement by rotation.

. DIRECI'ORS' INDEMNITIES :
Adequate third-party indemnity, prowsnons for the beneft of the directors were in place during the year: and
remain in force at the date of this report.. L
FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES : :
Details of financial risk management objectives and poI|C|es can be found in the Strateglc Report and form part
of this report by cross- reference .

FUTURE DEVELOPMENTS AND SUBSEQUENT EVENTS

Details of future developments can be found in the Strategic Report and form part of this report by croés-
-reference. Subsequent events have been disclosed in note 17. .

GOING CONCERN : 5 <

At 31 December 2024 the Company had onIy issued one Serles under its Programme, being Series 2021-1.

Due to the way in which the transaction underlying the sole purpose of the Company has been structured, the
Company is only required to repay the funding to the extent that it receives income from the underlying
mortgage pool. ‘ : ’

Geopolitical tensions have affected the global economic markets and is exacerbating ongoing economic
. challenges,. including inflation and global supply chain disruption. The Directors believe that the-Company’s
performance is not directly affected by the economic implications of the conflict. However, while the extent-and
-duration of the effect of this economic: uncertainty remains unclear, there is a risk of stifled growth for the -
.Company as borrowers will be unable/unwilling to take on extra debt in the current environment.

After making enquiries and taking into consideration the availability of liquidity and reserve funds-and that the
Company continued to coliect interest and principal.on the mortgage loans, that there were no financial or non-
flnanCIaI triggers during the year, as well as that principal repayments of Loan Notes are only required to the
extent that amounts are received from borrowers, the directors have a reasonable expectation that the
_ Company has access to adequate resources to continue to operate for a period of at least 12 months from the
date of this report. The directors have therefore prepared these financial statements on the going concern basis.

CORPORATE GOVERNANCE :
The directors have been charged with governance in accordance with the programme documents detailing the

- mechanism and structure of the Company, The structure of the Company is such that the key policies have been
predetermlned at the time of issuance of the various Note Series and the operational roles have been assigned
to third parties and these are strictly governed by the programme documents
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ERM FUNDING PLC . , ' . :
FOR THE YEAR ENDED 31 DECEMBER 2024 '

DIRECTORS’ REPORT (CONTINUED) - ’ : - Lo

The programme documents provide for procedures that have been designed for safeguarding assets against .
unauthorised use or disposition; for maintaining proper accounting records and for the reliability and usefulness
of financial information used within the Company or for publication. Such procedures are designed to.manage
rather than eliminate the risk of failure to achieve business objectives whilst enabling the' directors to comply
with the regulatory obligations. '

- : N Lo
The directors are responsible for assessing the risk of irregularities whether caused by fraud or error in financial
reporting and ensuring the processes are in place for the timely identification of |nternal and external matters -
with a potential effect on financial reporting.

Due to the nature of all the Loan Notes issued (excluding the DCls), each of which is listed on the London Stock
Exchange, the Company is exempt from the provisions-of UK Corporate Governance Code and the Disclosure
and Transparency Rules (DTR) of the Financial Conduct Authority with the exception of DTR 7.2.5. The directors
are therefore satisfied that there is no requirement for an audit committee or to publish a corporate governance
statement. As a special purpose vehicle, the Company has no phys:cal presence or operatlons and accordingly
has minimal impact on the community and the environment.

DTR 7.2.5 requnres a description of the main features of the issuer’s internal control and risk management
systems in relation to the financial reporting process. The directors are respons:ble for estabhshmg and
maintaining adequate internal control and risk management systems of the Company in relation to.the financial
reporting process. Such systems-are designed to manage rather than eliminate the risk of failure to achieve the
- Company’s financial reporting objectives and can only provide reasonable and not absolute assurance against
material misstatement or loss. The directors have established processes regarding internal control and risk
management systems to ensure its effective oversight of the financial reporting process. The diréctors are
responsible to evaluate and discuss significant accounting and reporting issues as the need:arises. The directors
are responsible to examine and evaluate the external auditors’ performance, qualifications and independence.

CHARITABLE AND POLITICAL DONATIONS ' . '
There were no charitable or political donations made during the current or prior year. - i

AUDITOR

_Deloitte LLP have been appointed as auditors to the company and have expressed their W|Il|ngness to continue
"in office and a resolution for their .reappointment as audltors to the Company will be proposed at the
forthcommg Annual General Meeting.

DISCLOSURE OF INFORMATION TO AUDITORS . !
The directors who held office at the date of approval of this directors’ report confrm that so far as they are
each aware, there is no relevant audit information of which the Company’s auditor is unaware; and each director
has taken all the steps that they ought to have taken as a director to make themself aware of any.relevant audit
information and to establish that the Company’s auditor is aware of that information. This confirrnation is given
and should be interpreted in accordance with the provisions of 5418 of the Companies Act 2006..

Approved by'the Board of Directors and sigried on behalf of the Board

Shamiso Magaisa .
For and on behalf of L.D.C. Securitisation Director No.1 lelted
Director

27 June 2025 ]
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ERM FUNDING PLC
FOR THE YEAR ENDED 31 DECEMBER 2024

DIRECTORS’ RESPONSIBILITES - I

The directors are responsible for preparing the Strategic report, the Directors' report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including FRS 102
‘The Financial Reporting Standard applicable in the UK and Republic of Ireland' and FRS 103 ‘Insurance contracts’.
Under company law the directors must not approve the financial statements unless they are satisfied that they

give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that -

period.

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

e select suitable accountmg policies for the Company s fnanCIaI statements and tth apply them
consistently;
make judgements and accounting estimates that are reasonable and prudent;
state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and :
e . prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the Company will continue in business.

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

RESPONSIBILITY STATEMENT

Each of the directors are listed in the Directors’ report, confirm that to the best of their knowledge:

e the Company financial statements, which have been prepared in accordance with United Kingdom
Accouhtilng standards, including FRS 102 in conformity with the requirements of the Companies Act-
2006, give a true and fair view of the assets, liabilities, financial position and profit of the Company; and

e the Directors' report includes a fair review of the development and performance of the business and
the position of the Company, together with a description of the principal risks and uncertainties that it
faces.

This confirmation is given and should be interpreted in accordance with the provisions of section 418(2) of the
. Compames Act 2006.

This responsibility statement was approved by the board of directors on 27 June 2025 and is signed on its behalf

Shamiso Magaisa .
For and on behalf of L.D.C. Securitisation Director No.1 Limited
- Director
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF ERM Funding PLC

. Report on the‘audit’ of the financial statements"

ngdom Generally Accepted Accountlng Practrce) ool e

-~

,l‘ .
. B - L - .
. i-

i

1."Opinion’ R SR

We have audit;ed the financial statements which comoris_e: . .o : L
the statement of comprehensrve mcome IS . I i

.the statement of financial position; ;- oL o R R T
the statement of changes in equlty, oo e G

~the statement of cash flows;and. . *~ "~ ..~ 7 . ooy
the related notes 1 to 17. ' : ‘ o ‘ '

-
-

; The frnancral reportlng framework that has been applled in their preparatlon is applicable law and United

Kingdom Accountlng Standards, including Financial Reporting Standard 102 ”The Firancial Reporting Standard

. applicable in the UK and Republlc of Ireland”-and Financial Reporting Standard 103 ’Insurance Contracts (Unlted :

[ BN

i

a

2. Basusforopmlon R N

. We conducted our audit in accordance with International Standards on Audltlng (UK) (ISAs (UK)) and appllcable '

{
law. Our responsubrhtles under those standards are further descrlbed in the audltor s: responsrbnlrtﬁes for the .

.

audlt of the flnancral statements sectron ‘of our report. A :

\ . . ' . st

4 We are mdependent of the company in accordance with the ethlcal requnrements that are relevant toour. audrt‘

of the financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC'S’) Ethical Standard:
as applied to listed publlc interest entities, and we have fulfilled our other ethical responsibilities in accordance -

© with these requrrements We confirm’ that we have not provnded any non- audlt serwces prohibited by the FRC s

EthlcalStandardtothecompany ' o - oo o ',l'

We believe. that the audlt evrdence we’ have obtamed is sufflcsent and approprlate to: provnde a basns for our
oplnlon .

10,
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. 3. Summary of our audit approach - (.

Key audit matters The key audit matter that we identified in the current year was:

e - the valuatlon of the mortgage loans and debt securities held at fair value through
profit or. Ioss

The risk level is consistent with the prior year.

‘ M'altevriality The materiality that we used in the current year was £2.44m (2023: £2.17m) which
: was determined on the basis of 1% of the fair value of the mortgage loans (2023: 1%
of the preliminary fair value of the mortgage loans). -

Scoping - Audit work to respond to the risks of material misstatement was performed directly
: by the audit engagement team which included our financial instrument valuation
specnallsts

Significant changes'in There were no significant changes in our approach in the current year.
~our approach -

4, Conclu5|ons relating to going concern

In audltlng the financial statements, we have concluded that the dlrectors use of the gomg concern basis of
‘accounting in the preparation of the financial statements is appropriate. Our evaluation of the directors’
assessment of the company s ability to continue to adopt the gomg concern basis of accounting included:

. evaluating the cash flows of the company and its post year end performance to assess whether the
company has sufficient cash to meet its obligations;

considering the limited recourse features of the loan notes;

assessing the potential impact of financial and non-financial triggers in the terms of the loan notes;
reviewing the minutes of meetings of the company’s board 'of directors;. '
assessing the availability of fmancmg facilities;

assessing the appropriateness of assumptions applied by management in arriving at their conclusion on
going concern, including the impact of the current uncertain UK economic environment; and

e  assessing the appropriateness of the going concern disclosures included within the financial statements.

] Based on the work we have performed, we have not identified any material uncertainties relating to events or .
i conditions that, individually or collectively, may cast significant doubt on the company'’s ability to continue as a
going concern for a penod of at least twelve months from when the financial statements are authorlsed for

i issue. A 4 ‘

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

S. Key audit' matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the financial statements of the current period and include the most significant assessed risks of material
misstatement (whether or not due to fraud) that we identified. These matters included those which had the

11
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greatest effect on: the overall audlt strategy; the allocation of resources in the audit; and dlrectlng the efforts .
of the engagement team.

These matters were addressed in the context of our audit of the financial statements as a whole, and in formmg
our opinion thereon and we do not provide a separate opinion on these matters.

5.1. Valuation of the mortgage loans and debt securities held at fair value through profit or loss

Key audit matter The company holds a portfolio of lifetime mortgage loans with a no.negative equity
description ~ guarantee feature in place. The company has made the accounting policy choice to
recognise the mortgage loans and debt securities at fair value through profit and loss.
(‘FVTPL’) on initial recognition and subsequent measurement. As at 31 December
~ 2024, the company has recognised the fair value of mortgage loans held at fair value:
through profit or foss at £244m (2023: £222m) and debt securities at £241m (2023:
£226m).

4 The fair value of the mortgages and debt securities is determined by a third-party
" specialist using a valuation model which is reviewed by management. The valuation
model involves estimates, which includes assumptions for collateral values including
the impact of house price inflation, the conditional prepayment rates of the
mortgages and the estimated mortality rates of borrowers. The model uses these
" assumptions and-the characteristics of the mortgages to estimate the timing and
amount of future cash flows and discounts these at an approprlate market rate for
: similar mortgage products. - : |

Given the significant assumptions and complexity involved in determining the fair
value of mortgage loans and debt securities, we consider that the above estimates
carry a risk of management bias and we have identified this as an area susceptlble to
potentlal fraud.

We have identified the discount rate and the condltlonal prepayment rates used in
the valuation as the most significant estimates for- the fair value of mortgage loans,
and the discount rate as the most significant -estimate for the debt securities. The:
accounting policy for the mortgage loans and debt securities is disclosed in:note 1
and the estimates basis is disclosed in the key sources of estimation uncertainty
section of note 1. The mortgage loan balance and debt securities balarice are
“disclosed in note 13 of the financial statements.

How the scope of our We obtained an understanding of the process and the relevant controls in relation
audit responded to the to the valuation process of the mortgage Ioans and debt securities. - !
" key audit matter :

We performed the following substantive audit procedures over the valuatlon of the
~ mortgage loans and debt securities: :

. evaluated the competence, capablllty and objectlwty of the third party who was
engaged to perform the valuation;
e involved our financial instrument valuation specialists, who performed an
: independent valuation; : o :
e . challenged and assessed the reasonableness of valuation inputs specifically the-
discount rate and the conditional prepayment rates through comparison to
independent market data;

12



Docusign Envelope ID: 1DB044D4-4B7A-4812-8EC2-08F797E88A39 t. . Coae . .

! i+ o testedona sample basis the accuracy and completeness of the inputs to the fair
.~ “value model to underlying source data;
e performed a stand back assessment of the appropriateness of the assumptlons
- o model and input data to evaluate any contradictory evidence; and
e assessed the appropriateness of disclosure related to the mortgage loans and
the debt securities in note 1 and 13 of the financial statements.
i ) i
Key observations A control deficiency was identified over the process for the review of inputs and
assumptions used in the fair valuation model of the debt securities. As at the year-
end date, the fair valuation model was updated to correct the related error.

From the work performed, we are satisfied that the estimates involved in the fair

‘ . . valuation are reasonable and the valuation of the mortgage loans and debt securities

= e - e == == hield at fair value through profit or loss and the reiated d|sclosures as at'31 December ~
2024 are appropriate.

6. Our a‘bblica;tior] of materiality .

6.1. Materlahty
t
We define materlahty as the magnitude of misstatement in the financial statements that makes |t probable that
the economic decisions of a reasonably knowledgeable person would be changed or influenced. We use
materiality both in planning the scope of our audit work and in evaluating the results of our work.

1 . . i
Based on our professional judgement, we determined materiality for the financial statements as a whole as

follows:

L4 £2.44m (2023: £2.17m)

1% of the fair value of the mortgage loans (2023: 1% of the prehmlnary fair value of the
mortgage loans).

hej The note holders are the primary users of the financial statements and the key focus for
users of the financial statements is the fair value of the financial assets held at fair value
through profit‘or loss as the repayment to noteholders is driven by coIIectlons on the
mortgage portfolio.

13
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i

Mortgage Loans -
£244m

Materiality £2.44M .

® Mortgage loans

s \ Clearly trivial

m Materiality threshold £0.121m

’

6.2. Performance materiality

We set performance materiality at a level lower than materlallty to reduce the probability that, in aggregate :
uncorrected and undetected misstatements exceed the materiality for the financial statements as a whole.

Performance materiality was set at 70% of materiality for-the 2024 audit (2023: 70%). In determining
performance materiality, we conSIdered the following factors:

a. ourrisk assessment, including our assessment of the quality of the control environment;

b. our understanding of the business proc'esses and the nature of the company’s operations as a special
purpose vehicle; and .

c. the nature, volume and size of any corrected and uncorrected misstatements identified in the prior
year.

6.3. Error reporting threshold

.We agreed with those charged with governance that we would report to them all audit differences in excess of

. £0.121m (2023: £0.108m), as well as differences below that threshold that, in our view, warranted reporting on
qualitative grounds. We also report to those charged with governance on disclosure matters that we identified
when assessing the overall presentation of the financial statements. V :

7. An overview of the scope of our audit

7.1. Scoping
Our audit was scoped by obtalnlng an understandmg of the entity and its environment, including internal -
control, and assessing the risks of material misstatement. Audit work to respond to the risks of material
misstatement was performed by the audit engagement team, which included our financial mstrument
valuation specialists.

7.2. Our consideration of the control environment |

The company has engaged service organisation for the financial reporting process and the loan servicing -
. process. We assessed the control environment including the use of service organisations. We obtained an

understanding of the relevant controls over financial reporting, the valuation of mortgage Ioan and debt

securities and other relevant processes.
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8. Otherinformation = N - s

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responSIbIe for the other information contalned
‘within the annual report

‘Our opinion on the financial statements does not cover the other information and, eXcept'to the extent
otherwise explicitly stated in our report we do not express any form of assurance conclusion thereon.

Our respon5|bnllty is to read the other mformatlon and, in domg SO, con5|der whether the other information is
materially inconsistent with the financial statements orour knowledge obtalned in the course of the audlt or
otherwise appears to be materlally misstated.

-If we ldentlfy such materlal inconsistencies or apparent material misstatements, we are requrred to determlne

* whether this gives tise to a material misstatement in the financial statements themselves. If, based on the work
we have performed, we conclude that there is a material misstatement of this other information, we are
reqwred to report that fact. :

We have nothing to report in this régard.

9. Responsibilities of directors

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

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, d|sclosmg as applicable, matters related to going concern and using the going
‘concern basis of accounting unless the directors either intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so.

10.Auditor’s responsibilities for th.e audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements. '

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

11.Extent to which the audit was considered calp_able of detecting irregularities,
including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
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|nclud|ng fraud. The extent to WhICh our procedures are capable of detectlng |rregular|t|es including fraud is .
detailed below.

11.1. Identifying and assessmg potential risks related to irregularities

In identifying and assessing risks of material misstatement in respect.of irregularities, including fraud and non-
compliance with laws and regulations, we considered the following: : :

‘e the nature of the industry and sector, controlienvironment and business performance including the
design of the company’s remuneration policies, key drivers forthe directors’ remuneration, bonus levels
and performance targets; :

. e the results-of our enquiries of management and those charge with governance about their own
|dent|f|cat|on and assessment of the rlsks of |rregular|t|es including those that are speC|f|c to the
company s sector; :

e any matters we identified having obtamed and reviewed the company 3 documentatlon of thelr policies
‘and procedures relating to: :

o identifying, evaluating and complying with laws and regulations and whether they, were aware of
any instances of non-compliance; :

o detecting and responding to the risks of fraud. and whether they have knowledge of any actual,
suspected or alleged fraud; .

o -the internal controls established to mutlgate risks of fraud or non- compllance with laws and
regulations; .

e the matters discussed among the audit engagement team and relevant internal specialists, lncludmgv .
financial instrument valuation specialist regarding -how and where fraud might occur in the financial
statements and any potential indicators of fraud. ' '

As a result of these procedures, we considered the opportunities and incentives that may exist within the
organisation for fraud and identified the greatest potential for fraud in the valuation of mortgage loans and debt
securities held at fair value through profit or loss. In common with all audits under ISAs (UK), we are also required
to perform specific procedures to respond to the risk of management override. .

We also obtained an understanding of the legal and regulatory frameworks that the company operates in,
focusing on provisions of those laws and regulations that had a direct effect on the determination of material
amounts and disclosures in the financial statements. The key laws and regulations we considered in this context
‘included the UK Companies Act 2006, UK Listing Rules as appllcable to entities with debt listings, and the
Taxation of Securitisation Companies Regulations. -

In addition, we considered provisions of other Iaws and regulations that do not have a direct effect on the
financial statements but compliance with which may be fundamental to the company’s ablllty to operate or to
avoid a material penalty.

11 2, Audit response to risks |dent|f|ed

As a result of performing the above, we identified the valuation of mortgage Ioans and debt securities held at
fair value through profit or loss as a key audit matter related to.the potential risk of fraud. The key audit matters

‘ ~ section of our report explaihs the matter in more detail and also describes the speC|f|c procedures we performed
in response to that key audlt matter.

In addition to the above, our procedures to respond to risks iden;ified included the following:

o reviewing the financial statement disclosures and' testing to supporting documentation to assess
. compllance wrth provisions of relevant laws and regulations described as having a direct effect on the
fmanc1a| statements : C
© 16
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| '1_4.0ther matte-rs which we are required to address

141 Audltortenure

Followmg the recommendation of those: .charged with governance, we were appointed by the board of ERM
Finding Plc on 22 August 2022 to audit the financial statements for the year ending 31 December 2021 and
subsequent financial periods. The period of total uninterrupted.engagement including -previous renewals and
reappointments of the firm is 4 years covenng the years ending 31 December 2021 to 31 December 2024.

14.2. - Consnstency of the audit report with the additional report to those charged wnth governance

. Qur audit opinion is consistent with the addltlonal report to those charged with governance we are required
to provide-in accordance with ISAs (UK).

15.Use of our report

This report is made solely to the company’s members, as a body, in accordance with-Chapter 3 of Part 16 of
the Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company s members asa body, for our audlt work, for thrs report, or for the opinions we
have formed.

DocuSigned by: ) o ) . '
7 Mabhnoof

C2CO3EFEG0984FB... '

Ifada Mahroof, FCA (Senior statutory audltor)

‘For and on behalf of Deloitte LLP . '
Statutory Auditor :

_London, United Kingdom

27 June 2025
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ERM FUNDING PLC
" FOR THE YEAR ENDED 31 DECEMBER 2024

STATEMENT OF COMPREHENSIVE INCOME

Interest receivable and similar income
Interest payable and similar.expenses
Net interest income '

Administrative expenses

Movement in fair value through profit and loss
Profit before taxation

Taxation

Profit for the year

All amounts relate to continuing operations.

Notes 1 to 17 form part of these financial statements.

There weére no other gains or losses in the current or prior year.

19

Note

_ Year ‘Year
ended 31 ended 31
December N Decemper
2024 2023

© £000 £000
17,321 17,142
(11,311) (11,348)
6,010 5,794
(1,265) (1,287)
1,227 (1,194) -
5,972 3,313
(3) (2)
5,969 3,311
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ERM FUNDING PLC
FOR THE YEAR ENDED 31 DECEMBER 2024

REGISTERED NUMBER 12498822 ‘ oo

STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2024

Non-current assets » ) Note

Mortgage loans ' _ 13

Total non-current assets

Current assets
Trade and other receivables

" Reverse repurchase agreement

Cash and cash equivalents 10

Total current assets -

Current liabilities ‘
Trade and other payables - ' 11

Net current assets

Total assets less current liabilities

‘ Non-current liabilities
Debt securities 4 . .13
NET ASSETS

Capital and reserves
Called up share capital , ' 12
Refained earnings

TOTAL EQUITY

These financial statements were approved by the Board of Directors and authorised for issue on 27 June 2025.

Shamiso Magaisa _ )
For and on behalf of L.D.C. Securitisation Director No.1 Limited
Director ‘ .

Notes 1 to 17 form part of these financial statements.
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2024 2023
£000 £000
243,948 222,274
243,948 222,274
172 149
34,132 35,709
- 5,995 4,802
20,299 40,660
5,345 4,977
34,954 35,683
278,902 257,957
240,367 225,891
38,035 32,066
50 50
37,985 32,016
38,035

32,066
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ERM FUNDING PLC

FOR THE YEAR ENDED 31 DECEMBER 2624

STATEMENT OF CHANGES IN EQUITY

Balance at 1 January 2023
Profit for the year-

Balance at 31 December 2023
Profit for the year

Balance at 31 December 2024

s

. '0rdinéry sh?re Retai-ned Total
capital earnings

_£000 £000 £000

'50 28,705 28,755

- ' 3,311 3,311

50 - 132,016 32,066

- 5,969 5,969

50 37,985 38,035

Notes 1 to 17 form part of these financial statements.
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ERM FUNDING PLC
FOR THE YEAR ENDED 31 DECEMBER 2024

_STATEMENT OF CASH FLOWS

Operating activities

Profit on ordinary activities before tax
Adjustments for: .
Mortgage interest receivable and similar items

Reverse repurchase agreement interest receivable -

Loan note interest payable and similar items
Fair value movement through profit and loss

Amortisation of day 1 fair value '(Ioss)/gain

- Changes in working capital
(Increase)/decrease in trade and other receivables
Increase/(decrease) in trade and other payables’

Net cash used in opérating activities before tax

Tax paid

Investing activities

Mortgage loans acquired

Mortgage amounts repaid

Reverse repurchase agreement redeemed
Mortgage interest and similar income received '
Reverse repurchase agreement income received
Net cash generated from investing activities

" Financing activities
Loan notes repaid
.Loan note interest paid
_Net cash used in financing activities

Increase/(decrease) in cash during the year

Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

Notes 1 to 17 form.part of these financial statements.
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Note
Year ended Year ended
31 December 31 December
2024 2023
£000 £000
5,972 3,313
3 {16,954) (16,796)
3 (179) (183)
4 11,311 11,348
5,13 ' (953) 1,172
5,13 _ (274) S22
. {1,077) (1,124)

8 "(23) 887.
11 . " 12 (365)
(11) 522
(1,088) (602)
(2) (2)
13 © (1,279) (3,982)
13 10,197 11,218
, 1,580 890
3 3,122 2,670
3 . 176 . 171

"~ 13,796 10,967 -
‘13 . (557) (3,321)
4 (10,956) {9,839)
.(11,513) (13,160)
1,193 (2,797)

4,302 7,599
10 ' 5,995 4,802
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" ERM FUNDING PLC 1
'FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES TO THE FINANCIAL STATEMENTS e
1.  ACCOUNTING POLICIES

The Company.was incorporated’in England and Wales on 4 March 2020, as ERM Funding PLC. The Company is a
public company limited by shares incorporated in the United Kingdom under the Companies Act 2006. The
Company has its registered office at 8" Floor, 100 Bishopsgate, London, EC2N 4AG

The following accounting policies have been applied consistently in dealing with items which are considered .
material in relation to the financial statements and the Company’s principal activities of raising finance through
Loan Notes and DCls and using the proceeds to purchase a portfolio of lifetime mortgages.

Basis of preparation '

The financial statements of the Company have been prepared in accordance with FRS 102, the Financial
Reporting Standard applicable in the United Kingdom and the Republic of Ireland, in conformity with the
requirements of the Companies Act 2006. The financial statements are also in compliance with FRS 103
Insurance contracts (‘FRS 103’'). :

The financial statements are prepared on the historical cost basis except for the mortgages loans, Loan Notes,
DCl and Reverse Repu'rchase Agreement which are measured at fair value as described further in the accounting
policies. The functional and presentation currency of the Company is considered to be pounds sterling because
that is the currency of the primary economic envuronment in which the Company operates. Amounts in the
financial statements have been rounded to the'nearest £1,000. -

. 1
Going concern 1 . ‘
At 31 December 2024 the Company had only issued one Series under its Programme, Abeing' Series 2021-1.

Due to the way in which the transaction under'lying the sole purpose of the Company has been structured, the
Company is only required to repay the funding to the extent that it receives income from the underlying
mortgage pool.

Geopolitical tensions have affected the global economic markets and is exacerbating ongoing economic
challenges, including inflation and global supply chain disruption. The Directors believe that the Company'’s -
performance is not directly affected by the economic implications of the conflict. However, while the extent-and
duration of the effect of this economic uncertainty remains unclear, there is a risk of stifled growth for the
Company as borrowers will be unable/unwilling to take on extra debt in the current environment:

After making enquiries and taking into consideration the availability of liquidity and reserve funds and that the
Con;\pany continued to collect interest and principal on the mortgage loans, that there were no financial or non-
financial triggers during the year, as well as that principal repayments of Loan Notes are only required to the
extent that amounts are received from borréwers, the directors have a reasonable expectation that. the
Company has access to adequate resources to conti'r]Ue to operate for a period of at least 12 months from the
da‘tepf this report. The directors havé therefore prepared these financial statements on the going concern basis.

Segmental reportlng ‘ i ¢
The Company operates in one business sector and generates all income in the United ngdom and therefore
there is only one segment. :

Financial instruments

Financial assets and financial Ilabllmes are recognised in the Company’s Statement of financial position when the |
"~ Company becomes a party to the contractual provisions of the instrument.
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ERM FUNDING PLC ' ‘ C s
FOR THE YEAR ENDED 31 DECEMBER 2024 R

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) - ‘ P e
1. ACCOUNTING POLICIES (CONTINUED)

Mortgage Loans :
The mortgage loans are held at fair value through profit and loss. The mortgage contracts contaln a No Negative
Equity Guarantee ('NNEG') clause where the Company cannot pursue a borrower in'the event that.the proceeds’
from the sale of the property are less than the contractual loan balance outstanding. Therefore, the lifetime
mortgages meet the definition of an insurance contract FRS 103. The Company has made an accounting policy
choice to not unbundle the contract and to account for the whole amount of the lifetime mortgage (including
both the NNEG and the loan excluding NNEG) as one instrument and to recognlse this at fair value on acquisition
of the mortgages and subsequent measurement.

Day 1 fair value differences

On acquisition of the mortgage Ioans, there may be differences arising between the transaction price and the

" fair value. The fair value of the mortgage loans and DCls is determined using unobservable data and therefore

. the difference between the transaction price and the fair value is not recognised-.immediately in the income

statement but is deferred and recognised over the weighted average expected life of the mortgage loans. The

-amounts recognised in the statement of financial position relating to the difference-between the transaction
price and the amounts determined at initial recognition using valuation techniques are as follows:

2024 2023

, Note £000 £000
Opening Balance as at 1 January : . 7,373! : " 7,351
Amount amortised during the year . . 5,13 : . (279)! - {282)
Additional amortisation due t6 change in weighted average : : 6! " 304
life of the mortgage loans Rk ; .
Closing Balance as at 31 December ’ .. 7,100 ’ 7,373

' ’ . . :
The amortisation of the day 1 gain is less by £6,000 (2023: £304,000 less), due to the change.in weighted average
life of the mortgage loans.

Reverse Repurchase Agreement (Reverse Repo)

" The Company entered into a Reverse repurchase Agreement with RGA Americas whereby it provides cash not
currently required for the quarterly waterfall, to RGA Americas in exchange for eligible securities to be placed on
deposit. Depending on the type of eligible securities invested in, RGA Americas may also need to exchange a
certain level of collateral. The Reverse Repurchase Agreement is treated as a collateralised financing transaction.
The financing is initially and subsequently carried at the amount at which the securities were acquired plus
accrued interest, which .approximates fair value. The income earned on the transactlon is accounted for in the
income statement on an accrual basis. - . L

Liabilities - i :

The Loan Notes and DCls contain a non-recourse feature that transfers the insurance risk on the mortgage loans
to the noteholder. Accordingly, the Loan Notes and DCls meet the definition of a feinsurance contract. These
are measured at fair value through proft and loss on acqursrtron and for subsequent measurement in line with
the mortgage assets." N . . !

Offsetting

Financial assets and liabilities are only offset in the statement of financial position when, and only when; there
exists a legally enforceable right to set off the recognised amounts and the Company intends either to settle on
a net basis, or to realise the asset and settle the liability srmultaneously
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ERM FUNDING PLC |
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINU_ED),
1. ACCOUNTING POLICIES (CONTINUED)
Financial instruments (continued)

Derecdg’nition

Assets
" Financial assets are derecognised when (a) the contractual nghts to the cash flows from the fnancual asset explre

or are settled; (b) the Company transfers to anotheér party substantially all of the risks and rewards of ownership
of the financial asset; or (c) the Company, despite having retained some significant risks and rewards of

. ownershap, has transferred control of the asset to another party.

Liabilities

" Financial liabilities are derecognlsed only when the obligation specmed in the contract.is discharged, cancelled

Interest income

or explres ) : . '

Cash and cash equivalents .
Cash and cash equivalents comprise cash, short-term bank deposits and the reserve accounts with an orlglnal
maturity of three months or less. The reserve accourits are restricted accounts and can only be used as set out
in the “Liquidity risk” section of Note 13.

! !

The Company’s primary source of income is |nterest income, which is accrued on a time baS|s When interest is
included as a component of a financial assét’s fair value, interest is reflected separately to changes in fair value’
in the statement of comprehensive income within 'Interest receivable and similar income’.

‘Interest expense

Interest expense is accrued ona tlme basis, by reference to the prmapal outstandmg of the Loan Notes

Administrative expenses

Admlmstratlve expenses are recognlsed in the statement of comprehenswe income on an accrual basis.
Taxation - -+ = - v

The Company falls within the permanent tax regime for securitisation companies; The Taxation of Securltlsatlon
of Companies Regulation. The directors are satisfied that the company meets the definition of a. ‘securitisation -
company’ as defined by both the Finance Act 2005 and subsequent secondary ‘Iegislatio'n and that no
incremental unfunded tax liabilities will arise. As a result, the Company is subject to tax on its issuer profit as

determmed in the transaction documents. X

Critical accountmg judgements and key sources of estlmatlon uncertainty ]

The preparation of financial statements in conformnty with UK GAAP requires management to makejudgements
estimates and assumptions that affect the application of poI|C|es and reported amounts of assets and liabilities,
income and expense,.in particular the estimation of future cash flows on the portfolio of mortgage loans in order
to determine the fair value of these investments. - : '
The estimates and associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstances, the results of which form the basis of making judgements

.on carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may

differ from these estlmates used in the financial statements. -

" The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates

are recognised in the period in which the estimate. is revised if the revision affects only that period, or in the
period of the revision and future periods if the revision affects both the current and future periods.
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ERM FUNDING PLC - | i
FOR THE YEAR ENDED 31 DECEMBER 2024 o

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) N ' IO 1
1 ACCOUNTING POLICIES (CONTINUED)
Cntlcal Judgements and key sources of estimation uncertainty {continued)

Key sources of est:mation uncertamty _ : 4 _ i

‘Fair value of mortgage loans, Loan Notes. and DCIs :

The Company holds its lifetime residential mortgage loans, Loan Notes and DCIs at fa|r value through proft and
loss. The fair value of the lifetime residential mortgage loans, Loan Notes and DCls has been determined using
a discounted cash flow methodology applied by valuation experts and there is inherent estimation uncertainty

underpinning the assumptions used. Management have considered the assumptions made, which principally . -

relate to: conditional prepayment rates, the mortality rates of borrowers discount rates and future cash flows
and have determined these to be appropriate. . :

. For sensitivity analysis of the key assumptions,vp'lease see 'No't_e 13.

ol L ~
Critical accounting judgements. - ) : . R
There are no areas of critical accounting judgement. . .

2. DIRECTORS'AREMU'NDERATI_ON AND EMPLOYEES

The Company has no employees (2023: nil). . . . .b A 5 S

. G . : ‘ o ! .
None of the directors, all of whom are appointed under the terms of a Corporate Services Agreement entered
into by the Company with Law Debenture Corporate Servuces Limited, received any remuneratlon for their
services during the year (2023 £n|l) '

.3, INTEREST RECEIVABLE AND SIMILAR INCOME . v . o ‘ .
' c ’ Year ended Year ended
31 Dec 2024 31 Dec 2023
. _ ' £000 © £000
Interest income ' : B : 16,853« - 16,449
Early Repayment Charge (ERC) income - ‘ C B 56 . ‘ 333
Fee incom'g ' - ' . ‘ ' : i 45 n 14
Bank interest income S ' - . © ¢ 188 163
Reverse repurchase agreement income . - 179 .183
17,321 17,142
4. INTEREST PAYABLE AND SIMILAR EXPENSE o } : E
’ o Year ended 31 Year ended
Dec2024: - 31 Dec 2023 -
' €000 -~ £000
Interest expense on Loan Nofes ' ] ' . ‘ 11,311 - . 11,348
g : ‘ 11,311 , 11,348
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ERM FUNDING PLC .
FOR THE YEAR ENDED 31 DECEMBER 2024

NOTES TO THE FINANCIAL STATEMENTS (CONTINU,E_D) .

S. MOVEMENT IN FA]R VALUE THROUGH PROFIT AND LOSS

"Year ended 31

Fair value gain/(loss) on mortgage loans
Fair value (loss)/gain on Loan Notes

. Fair value (loss)/gain on DCI
Amortisation of day 1 fair value gain

6. - PROFIT BEFORE TAXATION

Profit for the year before taxation is stated after charging the following:

Auditor’s remuneratioh‘for the audit of these financial
statéments (excluding VAT).

There were no fees payable in the current or prlor year to the audltors and thelr assouates for services other

than the statutory audlt

7. ‘ TAX ON PROFIT ON ORDINARY ACTIVITIES

(a) Analysis of taxation charge

UK corporation tax:
"Current tax

.. Total tax charged

(b) Factors affecting the tax charge for the year

The tax assessed for the year is the lower than (202'3 lower than) the standard rate of corporation tax in the UK
of 25% (2023: 23.5%). A reconciliation of charge that would result from applying standard UK corporation rate

to the profit before tax to the actual tax charge is given below.

" Profit before tax for the year

UK corporatlon tax charge @ 25. 00% (2023: 23.50%)
Reduction in tax due to accounting profit not taxable in ‘accordance
-with The Taxation of Securitisation Companles Regulatlons 2006

Total tax expense

27

Year ended 31 -
Dec 2024 Dec 2023
£000 £000
16,760 (10,847)
(15,794) 9,347
(13) 328
274 - (22)
1,227 © - (1,194)
Year ended Year ended .
'31ADec 2024 31 Dec 2023
£000 £000
- 169 . 110

Year ended

" Year ended 4
31 Dec 2024 31 Dec 2023 .
£000 £000
3 2

2-

3

" Year ended Year ended
31 Dec 2024 31 Dec 2023 .
£000 _£000
5,972 " 3,313
1,493 779
(1,490) (777)
3 2
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7. TAX ON PROFIT ON ORDINARY ACTIVITIES (CONTINUED)

{c) ; Factors affecting the Company current tax charge for the year

For; UK corporation tax purposes, the Company has been considered as. a securitisation company under the
Taxation of Securitisation Companies Regulations. Therefore, the Company is not required to pay.corporation
tax.on its accounting profit. Instead, the Company is required to pay tax on its cash retained profits as specified
in the documentation governing the securitisation transaction into which the Company has entered.

From 1 April 2015 to 31 March 2023, a single rate of corporation tax of 19% applied to all companies. From the

_ financial year beginning 1 April 2023, the main rate of corporation tax increased from 19% to 25% for companies
with profits in-excess of £250,000, while companies with profits of £50,000 or less tHat met the criteria of a small
company continued to pay taxes at 19%. However, the Company, defined as a securitisation company, closely
resembles a Close Investment Holdmg Company and therefore in the interest of prudence is subject to the main
rate of 25% from 1 April 2023 : :

8. . " TRADE AND O_THER RECEIVABLES

' 31 Dec 2024 31 Dec 2023
. . £000 £000

" Other debtors - ‘ ' - s0. . 50
4 ~ Sundry debtors _ B 122 "~ 99

172 149
Other debtors relate to the cash held by the Share Trustee in refation to the paid-up share capital ofthe Company
Sundry debtors relate to loan fundmg amounts whlch have not yet been utilised by M2L.

9. REVERSE REPURCHASE 'AGREEME_NT .
) 31 Dec 2024 ~ 31Dec 2023
. } g000 = £000
‘Principal balance at start of year ‘ o . 35,6'70 ' . 36,560
' Additions during the year v o - " -
Redemptions during the year . ’ (1,580) . o (890)
; Princ.ipal balance at end of year = 34,090 35,670
TAcc,rued incdme i - . : Av : a2 39
’ 34,132 35,709

As at 31 December 2024 there was one Reverse Repurchase Agreement in place (2023: 1).

. The main'terms of the Reverse Repurchase Agreement in place as at 31 December 2024 are shown below. :
These terms have not changed from the prior year.

" Notional : Rate - . ] ' _Maturity . Counterparty

- £000 . % . A -
34,090 ‘ 0.5 S . Receivable ondemand  RGA Americas

The pledged assets under this contract were valued at£61,000,000 as at 31 December 2024 (2023: £61, 000 ,000).

The long term issuer default credit rating of the liquidity facility manager for the Reverse Repurchase Agreement
using Fltch's credit ratmg, is"A- (2023 Baal).
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUEQ)

10.

11.

12,

13.

CASH AND CASH EQUIVALENTS
31 Dec 2024 31 Dec 2023
‘ £000 £000
Cash at bank ' 5,995 4,802
5,995 4,802
~ TRADE AND OTHER PAYABLES A
31 Dec 2024 31 Dec 2023
‘ £000 £000
Interest payable 4,912 4,557
sundry creditors 430 418
Tax payéble 3 2
5,345 4,977
CALLED UP SHARE CAPITAL . .
31 Dec 2024 31 Dec 2023
l £000 £000 -
Authorised - ' . .
50,000 ordinary. shares of £1.boleach C 50 50
Allotted, called up and fully paid ' ‘

50,000 ordinary shares of £1.00 each ‘ ) 50

Only one class of shares is in issue.

MORTGAGE LOANS, REVERSE REPO AND DEBT SECURITIES INCLUDING THEIR FINANCIAL RISK
MANAGEMENT ’

The Company was set up as a special purpose vehicle to establish a lifetime mortgage-backed securities
programme. Itissued limited recourse, fixed rate Loan Notes and DCls, together referred to as the “Debt
securities”. It used the proceeds.to acquire the beneficial interest in a portfolio of residential lifetime
mortgages (the “mortgage loans”).

The mortgage contracts contain a NNEG clause where the Company cannot pursue a borrower in the
event that the proceeds from the sale of the property are less than the contractual loan balance
outstanding. Therefore, the lifetime mortgages meet the definition of an insurance contract under FRS
103. The mortgages fall within level 3 of the fair value hierarchy.
]

The Company has made an accounting polic‘y_ choice to not unbundle the contract and to account for
the whole amount of the lifetime mortgage ('including both the NNEG and the loan excluding NNEG) as
one instrument and to recognise this at faii* value on acquisition of the mortgages and subsequent
i .

measurement. : ;

The Loan Notes contain a non-recourse feature that transfers the insurance risk on the mortgage loans

} .
" to the noteholder. Accordingly, the Loan Notes, together with the DCIs meet the definition of a

reinsurance contract. These are measured at fair value in line with the mortgage assets and both the
Loan Notes and DCls fall within level 3 of the fair value hierarchy.
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NOTES TO THE FINANCIAL STATEMENTS {CONTINUED) Ve

13.

MORTGAGE LOANS REVERSE REPO AND DEBT SECURITIES INCLUDING THEIR FINANCIAL RISK

"MANAGEMENT (CONTINUED)

Fair value hierarchy

Quoted market prices - Level 1

Financial instruments, the valuations of which are determined by reference to unadjusted quoted prices
for identical assets or liabilities in active markets where the quoted price is readily available, and the
price represents actual and regularly occurring market transactions on an arm’s length basis. An active
market is one in which transactions occur-with sufficient volume and frequency to provide pricing
information on an ongoing basis.

Valuation technique using observable inputs - Level 2
Financial instruments that have been valued using inputs other than quoted prices as described for
level 1 but which are observable for the asset or liability, either directly or indirectly.

Valuation technique using significant unobservable inputs - Level 3

Financial instruments, the valuation of which incorporates significant inputs for the asset or liability
that are not based on observable market data (unobservable inputs). Unobservable inputs are those
not readily available in an active market due to market illiquidity or complexity ofithe product. These
inputs are generally determined-based on observable inputs of a similar nature, historic observations
on the level of the input or analytibal techniques.

MORTGAGE LOANS 4 .

’ 31 Dec 2024 31 Dec 2023

£000 £000

Balance brought forward : 222,274 226,232
Loans acquired during the year I ., 1,279 ! . 3,982
Interest and fees . 4' N : 15,832» - 14,125
Repayments. : - (10,197) (11,218)
Fair value movement on mortgage loans o 16,760 - (10,847)
Balance carried forward - e ' L 243,948 222,274

The mortgage loans have no fixed maturity date. They are expected to terminate at the earlier of the
death of the mortgage account holder, transfer into long term care, the date of sale of property or early
repayment by the borrower. As the maturity cannot be determined, the mortgage loans have been
classmed as long term. |

DEBT SECURITIES

31Dec2024 - 31 Dec 2023

: £000 : £000
Loan Notes ' ' 234,767 - 219,530
Deferred Consideration Instrument . _ 6,100 6,361
' 240,867 225,891

The Company has charged by way of security to the Note Trustee its nghts to receive principal and
mterest on the mortgage loans.
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13.

MORTGAGE LOANS REVERSE REPO AND DEBT SECURITIES INCLUDING THEIR FINANCIAL RISK
MANAGEMENT (CONTINUED)

2024
Loan
Note
Class

Al
A2
B

c
D

E

21 -
22+

Fair. value

movement

2023

" Loan

Note
Class

Al
A2
B
C
D:
£
21

S22t o
Fair value

movement

Total

Nominal

- value
£000

170,230
110,560

37,828
3,510

12,630
1,750
2,190
2,190

330,888

Total
Nominal
value

£000.

170,230
110,560
38,387
3,510
2,630
1,750
2,190
2,190

331,447

Issue
price
%

101.1
102.4
100
100
100

- 100
85

10°

Issue
price -

%

101.1
102.4
100
100
100
100
85

10

" Total Principal Net
Principal retained principal
by RGA
. £000 _£000 £000
172,154 34,431 137,723
113,268 96,278 16,990
37,828 30,262 7,566

3,510 2,457 "1,053

2,630 1,841 789"
1,750 875 875
" 1,862 931 931
219 110 110
(98,454)
234,767 167,185 166,037
= :

Total  Principal- Net
Principal retained principal
by RGA

£000 _ £000 £000
1'72,15f4 34,431 137,723
113,268 96,278 "16,990
38,385 30,710 7,677
3,510 2,457 1,053
2,630 . 1,841 789
1,750 - 875 875
1,862 - 931 931
219 110 110
-(114,248)

219,530 167,633 166,148

The terms of the-Loan Notes for each Series as at 31 December 2024 are listed below..

Fixed
Interest

rate

3.000%
3.300%
4.265%
5.492%
6.673%
7.646%

"10.000%

2.000%*

Fixed

Maturity déte

15/07/2090
15/07/2090
15/07/2090
'15/07/2090
15/07/2090
15/07/2090
15/07/2090
15/07/2090

Maturity date

Interest - .

. rate.

3.000%
3.300%
4.265%

5.492%

6.673%
7.646%
10.000%
2.000%*

15/07/2090
15/07/2090
15/07/2090
15/07/2090
15/07/2090
15/07/2090
15/07/2090
15/07/2090

* The interest Rate on the Z2 Loan Notes increases to a fixed rate of 12% from and including the Interest -

Period commencing on the Series Payments Date falling in October 2036.

The holders of the DCls are the lowest ranking Debt Securities in the priority of payments. They are
entitled to any quarterly residual income, after paying the related expenses and Note holder interest
and principal for each Tranche as relevant. All DCls are held by RGA Amencas and are measured at fair’
value through profit and loss account. .
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13.

MORTGAGE LOANS REVERSE REPO AND DEBT SECURITIES INCLUDING THEIR FINANCIAL RISK .

MANAGEMENT (CONTINUED)

RECONCILIATION OF OPENING AND CLOSING BALANCE OF DEBT INSTRUMENTS

ne oo

31 Dec 2024 " 31 Dec 2023
Loan Notes - £000 £000
Balance at start of year 219,530 ‘ 232,198
Repayments during the year (557) (3,321)
Movement in fair value 15,794 (9,347)
Balance at end of year 234,767 219,530
31 Dec 2024 ' 31 Dec 2023
DCis £000 £000
Balance‘at start of year 6,361 6,667
Amortisation of day 1 fair value gain (274) 22
Movement in fair value . 13 (328)
Balance at end of year 6,100 . 6,361
The deferred day 1 fair value gain recognised is set out below: .
) .31 Dec 2024 - 31 Dec 2023
£000 - £000
Balance at start of year ' 7,373 1 7,351
Amount amortised diiring the year (279) (282)
Additional amortisation due to change in weighted :
. . 6 304
average life of the mortgage loans
Balance at end of year 7,100 7,373

Falr value

The fair value of the mortgage loans is derived from dlscounted cash flow: models These models
incorporate observable inputs such as conditional prepayment rates, rate of borrowers moving into
long term -care, liquidation time between mortality and redemption of the: collateral as well as
appropriate discount rates. The fair value of the Loan Notes is derived from discounted cashflows using
. zero coupon gilt rates plus a spread. Due to the way the transaction was.set up and the limited recourse
nature of the Loan Notes, the fair value of the DCl is the net fair value of all the other assets and
hablhtles to give the Company a net asset value (”NAV") equal to the equnty !
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13.

MORTGAGE LOANS REVERSE REPO AND DEBT SECURITIES INCLUDING THEIR FINANCIAL RISK

MANAGEMENT (CONTINUED)

Sensitivity analysis

The impact of a change in the fair value of the mortgage loans and Loan Notes if different Ievels of the
key assumptions were applied is set out below:

31 December 2024

Fair val Fair value results
-Fair value — —
£000s Inputs . Positive Negative impact
impact £000s £000s
Mortgage loans 243,948 | Mortality rate ., 245,119 242,733
Mortgage loans | 243,948 | piscount rate* 284,817 210,900 |
Mortgage loans 243,948 ::aotrgltlonal prepayment 262,583 216,331
Loan Notes ' 202,995 | Discount rate* 207,921 266,947
' {
31 December 2023
I \ .
Fair Fair value results
value — —
£000 Inputs . Positive Negative impact
’ impact £000 £000
Mortgage loans 222,274 | Mortality rate 217,765 215,250
Mortgage loans 222,274 Discount;rate* 250,676 188,787
Mortgage loans 222,274 f;gi'm"a' . Prepayment 258,769 180,976
Loan Notes’ 219,530 | Discount rate* 194,280. 249,855

*These represent the most significant inputﬁfor mortgage loan and loan notes as at 31 December 2024

and 31 December 2023.

For the sensitivity analysis set out above, the following scenarios were used:

I|qund|ty premium

Base case Downsnde case Upside case
Mortality rate 90% multiplier +5% -5%
Discount rate - mortgages | GBP zero. coupon gilts rate. + +1% -1%
liquidity premium
Conditional prepayment | Variable range-from 3-10% +2% -2%
rate with long term rate of 3%
Discount rate - Loan Notes | GBP zero coupon swap rate + +1% -1%

Credit risk

Credit risk is the risk that the counterparty to a financial instrument will fail to discharge an obligation
or commitment that it has entered into with the Company. -
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13. MORTGAGE LOANS REVERSE REPO-AND DEBT SECURITIES INCLUDING THEIR FINANCIAL RISK
"MANAGEMENT-(CONTINUED)

Credit risk {continued)

The main assets of the Company are lifetime mortgage loans. These mortgage loans are only expected
to repay both.capital‘and interest at the earlier of: the death of the mortgage account holder, transfer
into long term care, the date of sale of property or early repayment by the borrower. The maximum
exposure to credit risk is the outstanding principal and interest of the mortgage loans as noted in the
table below. The table below sets out the cost of the mortgage loans and the value of the collateral
offered as security on the mortgage loans.

2024 - - 2024 2023 2023

£000 .. . £000 £000 £000

Cost of Fair vélue of - Costof  Fair value of

mortgage loans collatéral  mortgage loans “collateral

Mortgage loans = 314,466 - ‘832,189 309,546 905,220

The'Loan Notes retained by RGA companies and the Reverse Repurchase Agreement (Note 9) offer
further credit enhancement to the structure. The Reverse Repurchase Agreement is resized on every
Interest Payment Date (IPD) to ensure that there is sufficient cash when needed. The lnltlal repo dep05|t
of £28m was funded by RGA. ' '

None of the mortgage loans are past due nor impaired (2023: none) because of their nature as
described above. The table below i is an analysis of Loans, by cost. to collateral value ratio ("LTV") as an.
|nd|cat|on of the credit quality:

Value of loans associated

LTV ' ‘ Percentage Number.of with properties
: properties © T £000**
31 Dec 2024
>65% S 43% 100 ' 24,617 |
'>55% <65% - 9.7% 224 45,187
545% <55% g 28.3%  esa 106,196
| >35% <a5% - ' 35.6% - 822 ' 96,690
>25% <35% 16.4% 379 ' © 34,429
1 <25% ‘ ' A 57% 131 : 7,347
' ' 100.0% 2310 ! 314,466
31 Dec 2023 . . . .
>65% , 28% 66 . . © 17,544
>55% <65% ' : 7.3% 174 33,067
>45% <55% o . 231% 552 93362
>35% <45% - 4 ' 37.7% 903 107,988 |.
>25% <35% : : 221% - 530 C 47,793
<25% S 7.1% 169 - ' 9,792
' ©100.0% 2394 309,546

** The value above differs from the Statement of Financial Position amount because it does not |nclude
fair value adjustments. :
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13.

MORTGAGE LOANS REVERSE REPO AND DEBT SECURITIES INCLUDING THEIR FINANCIAL RISK
MANAGEMENT (CONTINUED)

Liquidity risk

Liquidity risk is the risk that the Company vwll not be able to meet |ts financial obligations as they fallA
due. For the purposes of managing this risk, the cash manager ensures that all monies received are paid

in accordance with an agreed Series waterfall. The long term credlt ratlng of the cash manager using

Moody’s credlt rating, is Aa3 (2023 AaS)

Credit._enhancement is provided to the Al and A2 Loan Notes by way of the Reserve Fund and Series '

" Liquidity Facility. The Company will utilise the Reverse Repurchase Agreement first before it utilises the

liquidity facility. Both facilities are only available to fund the Company.expenses, the Loan Notes interest
and the principal on the A1 and A2 Loan Notes

Any excess cash can be. deposited by way of the Reverse Repurchase Agreement to earn interest at a-
fixed rate of 0.5%. The value of the Reverse Repurchase Agreement at 31 December 2024 is
£34,090,000 (2023: £35,670,000). The Reverse Repurchase Agreement is resized every IPD to ensure
there is sufficient cash when needed.

* Liquidity risks generated by dehnquencnes and any ultimate credlt Iosses are managed though the,

I|m|ted recourse nature of the Loan Notes

The table below shows undiscounted expected cash flows of the mortgage loans and debt securities at
the statement of the financial position date. Due to the limited recourse nature of the Loan Notes, the

- cash outflows on the debt securities are equal to the inflows on the mortgage loans less any series

-

expenses.
31 Dec 2024 S o .
: Less than 1-2 years . 2-5years More than 5 ' Total
1year- . : S T .. years . ,
. £000 . £'000 £000 £'000 £000
Mortgage loans 13,668 " 10,182 34,176 719,780 - 777,806
Debt Seourities . (21,932) . . (19,755) . (59,319) (477,219) ' (578,225)
31 Dec 2023 : LT R
’ Less than 1 1-2 years 2-5years . -‘Morethans - Total
’ year : ' years
£000 £000 £'000 * £'000 £'000
Mortgage loans 11,640 10,138 .- 33,686 . 746,590 802,054
) ‘Debt securities = . (20,177) (19,904) (59,766) - (512,948) (612,795)

The mortgage loans can repay early at the option of the individual borrowers. = . .
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13,

31 Dec 2024

MORTGAGE LOANS REVERSE REPO- AND DEBT SECURITIES INCLUDING THEIR FINANCIAL RiISK
MANAGEMENT (CONTINUED)

Liquidity risk (continued)

The table below shows undiscounted cashflows if all the mortgage loans repaid early. This value differs
from the fair vaiue presented on the Statement of Financial Position.

Lessthan1 "1-2 years 2-5 years More than 5 . Total
year . ' : : ‘years
£'000 £'000 £'000 £000 £°000
Mortgage S : ‘ ‘ o
"loans 314,466 . - - 314,466
Debt : ) .
securities (314,466) - . .- - (314,466)
. 31 Dec 2023 : , .
- Lessthan 1 1-2 years 2-5.years  More than 5 " Total
year o : ) ' years o
. ' £000 . £'000 " £'000 "£°000 £'000
Mortgage . S
loans ' © 309,546 ) - o - - 309,546
Debt securities (309,546) e - - (309,546)

Interest rate risk : o

_Interest rate risk exists where assets and liabilities have interest rates set under a different basis or

which.reset at different times. The Company minimises its exposure to interest risks by ensuring that -
the characteristics of assets and liabilities are similar. The mortgage loans and Loan Notes issued by the
Company are both at fixed interest rates. Interest rates increased during the year and this resulted in a
decrease in the fair values of the fixed rate mortgage-loans and Loan Notes.

Pnce nsk

Price risk is the risk that the fair value or future cash flows of a fmanaal |nstrument will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk),
whether those changes are caused by factors specific to the individual financial instrument or its seller,
or factors affecting similar financial instruments traded in the market. The Company is exposed to price
risk because of changes in the market values of the mortgage loans. As the Loan Notes issued by the
Company are limited recourse in nature, the Company |s only expected to pay its. Noteholders to the,
extent of the income it recelves ‘ . . i
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FINANCIAL INSTRUMENTS

The-CoEnpany s financial instruments are summarised in the table belew including their classification in
accordance with FRS 102. it is and has been throughout the year the Company’s policy that no tradlng

in Fnanclal instruments shall be undertaken.

31 Dec 2024

Financial assets
Reverse Repurchase Agreement
Trade and other receivables

: Cash and cash equivalents

Financial liabilities

Tradeand other payables’

31 Dec 2023

Financial assets

B I .
Reverse repurchase agreement

Trade and other receivables

- Cash and cash equivalents

Financial liabilities

Trade and other payables

Fair Value -

~ Financial
assets/liabilities

" at amortised cost

Financial
assets/liabilities at
fair value through
profit and loss

£000 - £000

- 34,132
‘172 -
5,995 . -
6,167 - 34,132
5,345 -
5,345 -
Financial
Financial assets/liabilities at

assets/liabilities
at amortised cost

fair value through
' profit and loss -

£000 £000
- 35,709
149 -
4,802 -
4,951 . 35,709
4,977 -
4,977 -

The mortgage Ioans and Loan Notes have been excluded from the above table because they are not
considered to be financial instruments under FRS 103.-

The reverse repo is carrled at the amount at whlch the securities were acquired plus accrued interest,
which approximates fair value. Further details of the reverse repo can.be found in Note 9 above. The

' reverse repo falls within level 2 of the fair value hlerarchy
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15.

16.

17.

" Statement of financial position

RELATED PARTY TRANSACTIONS

“Under the terms of a corporate service agreement Law Debenture Corporate Services Limited is
"contracted 'to prowde certain corporate services including a registered office, admlnlstratlon and,

directors among other thmgs for which it charges a corporate service fee.

All transactions with related parties are at arm’s Iength, payable on demand and are not secured.

The table below shows all transactions with related parties during the year:

Service ’ Counterparty Year ended ' Year ended
: ’ 31 Dec 2024 T 31'Dec 2023
£000° £000

Statement of comprehensive income _ :
Corporate service fee Law Debenture 49 - ) 24

Corporate service fee payable Law Debenture ' ) ‘ (12) - (9)
ther debtors* . - The. Law Debenture . S0 ‘ 50
: © Intermediary : : ‘ :

" Corporation Plc

*Other debtors relate to the cash held by the Share Trustee in relatlon to the paid-upshare capital of
the Company

ULTIMATE PARENT UNDERTAKING - ) ) ' i

The! shares of the company are held by The Law Debenture Intermedlary Corporation plc as Share
Trustee under a declaration of trust for discretionary charitable purposes. The Law Debenture
Intermediary Corporation plc is a wholly owned subsidiary of The Law Debenture Corporation P.L.C. As
the Share Trustee is not entitled to any economic benefit and the beneficiaries do not have any
decision-making power, they are not considered to control the Company. The'directors do not consider
the Company to have a controlllng party. , . o

EVENTS AFTER THE END OF THE REPORTING PERIOD ) )
Thete were no 5|gn|f|cant events requiring dlsclosure since the date of the Statément of Financial

Position. ’ ¢ . :
' . : . !
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