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GRENKE FINANCE PLC

DIRECTORS’ REPORT
for the year ended 31 December 2018

The Directors present their Directors’ Report for the year ended 31 December 2018.

GRENKE Finance PLC was incorporated in the Republic of Ireland on 22 September 2003.
The GRENKE Finance PLC Group is defined as GRENKE Finance PLC (“Company”) an Irish
registered company and two French fonds cummun de titrisation FCT “GK”-Compartement “G2”
(FCT GK2) and FCT “GK”-Compartment “G3” (FCT GK3) and an Irish limited liability company
Elektra Purchase No. 25 Limited, (together the “Group”)

Elektra Purchase No. 25 Limited receives funds from investors and the Company. It provides
these funds to FCT GK 2 who uses the funds to purchase French lease receivables from the
Company. The instalments from the lease receivables after expenses are paid by FCT GK 2
to Elecktra Purchase No. 25 Limited who use the funds to pay the investors and the Company.
Elektra Purchase No 25 Limited is a pass through structure.

PRINCIPAL BUSINESS ACTIVITIES
GRENKE Finance PLC is a wholly owned subsidiary of GRENKE AG.

The Company provides finance to the GRENKE AG Group (“the ultimate parent’) and to
franchisees of the GRENKE AG Group to enable those companies to carry on leasing and
factoring activities.

The Company carries on its own leasing activities through commission agents, who are
GRENKE AG Group companies in various European countries.

The Company bought non performing leases from its sister company, GRENKE Bank AG, in
return for a Del Credre fee (risk premium) under an agreement where the Company assumed
the risk of certain leases bought by the GRENKE Bank in Germany and Ireland. The Company
has ceased to assume the risk of leases bought by GRENKE Bank AG from Ireland and
Germany. The last Del Credre fees received for this service were paid by the GRENKE Bank
AG in March 2018. The service ceased because GRENKE Bank AG is now able to assume
the risk on lease receivables acquired. The Company will continue to have the risk on leases
that were acquired in Germany and Ireland by the GRENKE Bank AG up to March 2018 while
these leases are legally owned by GRENKE Bank AG. Details of this are provided in note 44.

The Company finances these activities through issuing Bonds on the Luxembourg Stock
Exchange, issuing Promissory notes, issuing Commercial paper, obtaining bank loans and
selling selected French lease receivables to the two fonds cummun de titrisation, FCT GK 2
and FCT GK 3 which have been set up by HSBC and Unicredit and are part of the GRENKE
Finance PLC Group.

The Company also obtains funding through selling selected lease receivables to GRENKE
Bank AG.

BUSINESS REVIEW
The Group and Company profit for the year, after taxation, is €64,354,366 (2017: €28,950,365).
The profit reported in these financial statements for 2017 has been restated due to the Group

and Company implementing IFRS 9 for the first time. The equity reported in the balance sheet
declined by €35.0 million compared to its level under IAS 39 as a result of changes in the risk
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GRENKE FINANCE PLC

DIRECTORS’ REPORT
for the year ended 31 December 2018 (Continued)

BUSINESS REVIEW (Continued)

provisioning methodology for financial instruments from incurred loss to expected credit loss
provisioning. The new impairment model stipulates that risk provisions must be recognised for
expected credit losses, whereas according to IAS 39 it was only permissible to recognise
impairment for losses already incurred. The Group and Company has adopted IFRS 9
retrospectively as per January 1, 2017 to ensure that the prior-year figures of the consolidated
statement of profit and loss were comparable.

The Group and Company’s key financial and other performance indicators during the year were
as follows:

Restated

2018 2017 Change

€000 €000 Y%
Lease income 119,735 106,099 13%
Net impairment loss on lease receivables 35,870 28,811 25%
Income from protecting lease equipment 33,120 27,943 19%
Interest income 48,852 42,455 15%
Profit on ordinary activities before tax 73,915 64,419 15%
Shareholders' equity 304,206 239,855 27%
Leased assets acquired 806,361 660,970 22%
Increase in group lending 260,758 293,358 -11%
Impaired lease cost as a % of average lease receivables 2.38% 2.27% 5%
Current assets as a % of current liabilities ('quick ratio') 115.87% 119.42% -3%

The Group and Company grew its leasing income by €14m to €119m (13%) in the current year
primarily due to growth in 2018 in the French market where leasing income grew by €8m to
€75m (12%), Spain €2m to €10m (25%), Portugal €1m to €11m (10%) and Netherlands €1m to
€8m (13%).

The Group and Company leased new equipment of €806m which is 22% higher than last year.

Income from protecting lease equipment is up €5m (19%) to €33m due to growth in all countries.
In France the income from protecting lease equipment was €24m which was an increase of
€4m (18%) on the previous year.

The Group had cash outflows from operating activities of €494m in 2018 (2017: €501m). Both
the activity of providing finance to the GRENKE AG Group and the leasing activities of the
Group are expected to continue to grow and therefore the Group and Company will continue to
have cash outflows from its operations. The reconciliation of operating profit to cash outflows
is set out in the statement of cash flows on page 25. The increased leasing and financing activity
at the GRENKE AG Group level resulted in an outflow of €288m (2017: €275m) due to
increased borrowings by GRENKE AG Group companies. There was also a cash outflow of
€272m (2017: €213m) due to an increase in lease receivables.



GRENKE FINANCE PLC

DIRECTORS’ REPORT
for the year ended 31 December 2018 (Continued)

BUSINESS REVIEW (Continued)

The impairment loss of €33m on leases has increased by €7m which is due to a combination
of the growth in the business and higher bad debt percentages particularly in France and Spain.
The amount charged to the statement of profit and loss in respect of non performing leases was
€33m which equated to 2.19% (2017: 2.06%) of the average net present value of lease
receivables in 2018. French impairment losses are 2.17% in 2018 of the average net present
value of French lease receivables.

The expected credit loss provisions on financial assets increased by €5m due to growth in
Company lending to GRENKE AG Group companies and GRENKE AG Group franchises and
an increase in the GRENKE AG 1-Yr Default Risk from Bloomberg from 0.076% on 31
December 2017 to 0.123% on 31 December 2018. The company applies the GRENKE AG 1-
Yr Default Risk from Bloomberg to determine the expected credit loss under IFRS 9 from the
amounts due from GRENKE AG Group companies because it is unlikely there will be a default
on GRENKE AG Group loans unless the GRENKE AG Group where to default on its obligations.

Interest income and similar income increased by €6m to €49m (15%). Interest Income from
GRENKE AG Group companies is up by €7m to €42m (17%) due to increased lending to
GRENKE AG Group companies. The main reason for this increase is that interest income from
the Company’s loans to its Italian sister company, GRENKE Locazione, increased by €6m to
€25m due to increased lending. The loans to GRENKE Locazione in Italy at 31 December 2018
were €1.1b which is an increase in the loans of €253m on the loans at 31 December 2017 of
€817m.

Interest expenses and other charges were broadly in line with last year, there was an increase
of €606k to €43m. Interest on bonds, promissory notes, commercial paper and other short term
credit facilities has increased by €1.8m to €25.8m. The average borrowing was €2.4b and the
average interest rate cost was 1.06% in 2018. In 2017 average borrowing was €2b and the
average interest rate cost was 1.2%. These increased costs have been offset by payments
from GRENKE AG in respect of recoveries on German leases which the Company had
purchased from GRENKE Bank under the Del Credre agreement. These recoveries increased
by €4.4m to €9m.

The growth in the Company’s leasing business and the growth in its treasury business lending
to companies in the GRENKE AG Group has been funded by an increase in financing of €539m
to €3.4bn.

The Debt Issuance Programme (DIP) provides a standardised framework for future borrowings.
The DIP allows the Company to have in issue bonds with nominal value of €2.5bn at any time.
These bonds are listed on the Luxembourg Stock Exchange. The programme was updated with
effect as of 15 February 2018, with an increase in the nominal value of bonds the Company is
allowed to issue to €2.5bn. The programme was approved by the Finance Sector Supervisory
Committee (“Commission de Surveillance du Secteur Financier’: CSSF). The update for 2019
is currently underway with the CSSF. The nominal value of bonds in issue at the year end had
increased by €421m to €1.875b from €1.454m at 31 December 2017.

The Company increased the nominal value of promissory notes which it has in issue at 31
December 2018 to €406.5m from €307.5m at 31 December 2017, an increase of €99m.



GRENKE FINANCE PLC

DIRECTORS’ REPORT
for the year ended 31 December 2018 (Continued)

BUSINESS REVIEW (Continued)

The Company has the facility to issue Commercial Paper of up to a total nominal value of €500m
with a term of between 1 and 364 days. At 31 December 2018 the value of Commercial Paper
issued was €302.5m compared to €313m in the previous year.

The amount drawn down on its short term revolving credit facility and money market lines was
€75m (2017: €115m).

The Company enters into Asset Backed Commercial Paper (ABCP) programmes which
involves the Company in selling a select portfolio of its French Lease Receivables to two special
purpose vehicles (SPVs) set up by HSBC and Unicredit. The French Lease Receivables are
not derecognised on the Company’s books while the amount payable to the SPVs are shown
as liabilities in the Company’s books as recognition for the contractual cash flows due to the
SPVs from the lease receivables it has beneficial ownership of. These liabilities are repaid as
the lease receivables mature. These special purpose vehicles are consolidated in the Group
and Company books and the net amount of the subordinated loans and reserves due to the
Company and the amounts due from the Company to the special purpose vehicles are shown
as asset based liabilities. The liability under the ABCP programmes which is disclosed in note
31 of the financial statements is €289m (2017: €288m).

The Group and Company increased its financing via the GRENKE Bank AG by €72m to

€473m (2017: €401m) through selling select French, Spanish and Portuguese lease receivables
to GRENKE Bank AG. The Company pays GRENKE Bank AG a risk premium for taking the risk
on the lease receivables sold to the bank, details of this risk premium are included in note 25.

The Directors expect both the leasing business and the treasury business to continue to grow in
2019 due to the GRENKE AG Group projecting growth in its leasing and factoring activities
throughout the world and the Group and Company will continue to finance a significant part of
those leasing and factoring activities.

There were no unusual items or significant events outside of the normal course of business during
the year ending 31 December 2018.

PRINCIPAL RISKS UNCERTAINTIES AND MITIGATIONS.

The risk management process at GRENKE Finance PLC has the function of systematically
identifying, assessing, documenting and disclosing risks to the Group and Company. It is
designed to enable employees and management to address risks responsibly and make the most
of the opportunities that present themselves.

The principal risks faced by the Group and Company are credit risk, counterparty default risk,
cash flow risk, liquidity risk, process risk, contractual risk, market risk (interest rate risk and
currency risk) and refinancing risk. Details of the risks and strategies to deal with these risks
are included in note 41 of the financial statements.

The Group and Company finances its activities with a combination of bonds, promissory notes
and asset backed commercial paper programmes. Commercial paper, money market lines,
revolving credit facilities and bank overdrafts are used to satisfy short term cash flow
requirements. Other financial assets and liabilities, such as lease receivables, amounts due
from GRENKE AG Group undertakings and subordinated loans arise directly from the Group
and Company’s operating activities. The Group and Company also enters into derivative
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GRENKE FINANCE PLC

DIRECTORS’ REPORT
for the year ended 31 December 2018 (Continued)

PRINCIPAL RISKS UNCERTAINTIES AND MITIGATIONS (Continued)

transactions, including principally interest rate swaps and forward currency contracts. The
purpose is to manage the interest rate and currency risks arising from the Group and
Company’s operations and its sources of finance.

There has been no changes to the Group or Company’s activities in the current year other than
no longer taking the risk on lease receivables purchased by GRENKE Bank AG from Germany
and Ireland or to its sources of funding.

The Group and Company uses forward foreign currency contracts to reduce exposure to the
variability of foreign exchange rates by fixing the rate of any material payments in a foreign
currency. The Group and Company also uses interest rate swaps to manage interest rate
exposures in order to guarantee fixed interest payments where actual contracted interest rates
are variable and hence exposed to interest rate movements. Hedge accounting for cash flow
hedges on interest rate swaps (IRS’s) is used when certain criteria are met as explained in the
accounting policy note 4 (g).

The function of the risk management process and the result of the measures adopted by the
Group’s management to monitor and manage are reviewed by the internal audit department of
the GRENKE AG Group. The internal audit department reports directly to the Board of Directors
of the Company’s ultimate parent GRENKE AG. All internal audit reports on the Group and
Company are provided to the Directors of the Group and Company.

CORPORATE GOVERNANCE STATEMENT

Introduction

The Company is subject to and complies with the rules and regulations of the Luxembourg
Stock Exchange. The Group and Company is not subject to any specific corporate governance
code and has not voluntarily decided to apply a particular code.

Internal control and risk management framework

The internal control and risk management system (ICS) contains all principles, procedures and
measures introduced to the Company by its management that are geared towards the
implementation of management decisions in the organisation and ensures:

the effectiveness and efficiency of business activities, including the protection of assets
and the prevention and detection of losses to assets;

the correctness and reliability of internal and external accounting; and

compliance with the legal provisions relevant to the Company.

The Board of Directors bears overall responsibility for the accounting process at the Company.
The posting of transactions is recorded and processed by the responsible administrators in
accordance with mandatory schedules for generating qualitative and quantitative information.
The four-eye principle is applied. The principles, structures, process organisation and
accounting methods used by the ICS are documented in writing and updated at regular
intervals.

The electronic systems and the necessary IT infrastructure used for the accounting process are
regularly reviewed by the Internal Audit department of the GRENKE AG Group for their
compliance with safety requirements. The same applies to the further development of the
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GRENKE FINANCE PLC

DIRECTORS’ REPORT
for the year ended 31 December 2018 (Continued)

CORPORATE GOVERNANCE STATEMENT (Continued)

systems and processes of the Company’s accounting process and ensuring their effectiveness,
especially in terms of new products, issues and changes in the legal regulations. We also use
external consultants if necessary. The employees involved are trained regularly to guarantee
the quality of the Company’s accounting.

We consider features of the ICS to be significant for accounting processes if they can materially
influence the accounting and the overall view presented in the financial statements, including
the Directors report. This relates to the following elements in particular:

Identification of significant risk and control areas relevant to the accounting process
Controls to monitor the accounting process and its results at the levels of the Board of
Directors and the Company included in the financial statements

Preventative control measures in the finance and accounting systems as well as in the
operative, performance-oriented Group and Company processes that generate material
information for the preparation of the financial statements, including the Directors report,
and a separation of functions and pre-defined approval processes in relevant areas
Measures that safeguard the orderly IT-based processing of accounting issues and data
The establishment of an internal audit system to monitor accounting-related ICS

The risk management procedures established for the accounting processes of the Company
ensures the preparation of accurate and reliable information for the public.

Diversity

The Company does not apply a diversity policy because it is a one hundred per cent subsidiary
of GRENKE AG. The diversity policy of the GRENKE AG Group is set out in its Corporate
Governance Statement which can be viewed at www.GRENKE.de/GRENKE-group/investor-
relations/corporate-governance/management. The Company believes you need to consider
the diversity policy of corporate entities on a group basis. It does not believe it is practical to
have separate diversity policies for each of the boards of the forty plus entities in the Group
which are usually made up of two to three people. It is not possible to have a diversity policy
when the Company Board of Directors has only three people. The Company is of the opinion
that the knowledge, skill and experience required for the respective division or area of
responsibility should, in fact, be the decisive factor when selecting suitable candidates for the
Company.

FUTURE DEVELOPMENTS

The Directors believe the Group and Company will play an important part in financing the growth
in the Group and Company’s own leasing activities and the GRENKE AG’s Group’s leasing
activity and therefore is expected to continue to grow the value of its gross assets, gross
liabilities and its profit each year as the Group and Company and GRENKE AG Group grows.
As a result, the Directors expect the Group and Company to manage and expand its existing
business. Commentary on the outlook for the GRENKE AG Group is included in the Annual
Report of the GRENKE AG Group for the year end 31 December 2018 which is publicly
available on www.GRENKE.de.

POLITICAL AND CHARITABLE DONATIONS
The Group and Company made no political and charitable donations (2017: Nil) during the year.
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GRENKE FINANCE PLC

DIRECTORS’ REPORT
for the year ended 31 December 2018 (Continued)

RESEARCH AND DEVELOPMENT
The Group and Company did not incur any expenditure in research and development during
the year (2017: Nil).

DIRECTORS

The Directors of the Company are as at 31 December 2018 are Patrick Spain (Irish), Stephan
Denig (German) NED and John McQuillan (Irish) INED and there has been no changes during
the year.

DIRECTORS’ AND SECRETARY'S INTERESTS IN SHARES

The Directors and secretary, who held office during the year 31 December 2018, and their
families, had no direct or beneficial interest in the shares, share options, deferred shares,
debentures or loan stock of the Group and Company at any time during the financial years
ended 31 December 2017 and 31 December 2018 requiring disclosure in the Directors Report
pursuant to Section 329 of the Companies Act 2014.

SUBSEQUENT EVENTS
No events have occurred since the statement of financial position date outside the normal
course of the Group and Company’s business.

ACCOUNTING RECORDS

The Directors are responsible for ensuring that adequate accounting records, as outlined in
Sections 281-285 of the Companies Act 2014, are kept by the Group and Company. To achieve
this, the Directors have employed professionally qualified accounting personnel with
appropriate expertise and have provided adequate resources to the finance function who
ensure that the requirements of Sections 281-285 of the Companies Act 2014 are complied
with. The books and records are maintained at the registered office.

DIRECTORS' RESPONSIBILITIES STATEMENT
The directors are responsible for preparing the Directors’ Report and financial statements, in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year.
Under that law they have prepared the Group financial statements in accordance with
International Financial Reporting Standards (IFRS) as adopted by the EU and the Group and
Company financial statements in accordance with FRS 101 Reduced Disclosure Framework
and applicable law.

The Transparency (Directive 2004/109/EC) Regulations 2007 require the Directors to include
a fair review of the business as well as the principal risks and uncertainties faced by the
Company. The Directors confirm that, to the best of their knowledge, they have complied with
these requirements in preparing the financial statements, including preparation of these
financial statements in accordance with International Financial Reporting Standards as adopted
by the EU and Company financial statements in accordance with Financial Reporting Standard
101 Reduced Disclosure Framework (FRS 101) and in accordance with applicable accounting
standards, to give a true and fair view of the assets, liabilities and financial position of the Group
and Company as at 31 December 2018 and of the profit of the Group for the year then ended.
They also confirm that the Directors Report includes a fair review of the development and
performance of the business and position of the Group and Company, together with a
description of the principal risks and uncertainties that it faces.
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DIRECTORS’ REPORT
for the year ended 31 December 2018 (Continued)

DIRECTORS' RESPONSIBILITIES STATEMENT (Continued)

Under Company law the directors must not approve the Group and Company financial
statements unless they are satisfied that they give a true and fair view of the assets, liabilities
and financial position of the Group and Company and of the Group’s profit or loss for that year.
In preparing each of the Group and Company financial statements, the directors are required
to:

e select suitable accounting policies and then apply them consistently;
e make judgments and estimates that are reasonable and prudent;

o state that the Group financial statements have been prepared in accordance with IFRS as
adopted by the EU and Company financial statements have been prepared in accordance
with FRS 101 Reduced Disclosure Framework; and

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

The directors are responsible for keeping adequate accounting records which disclose with
reasonable accuracy at any time the assets, liabilities, financial position and profit or loss of the
Group and Company and which enable them to ensure that the financial statements of the
Group and Company are prepared in accordance with the applicable accounting framework
and comply with the provisions of the Companies Act 2014. They have general responsibility
for taking such steps as are reasonably open to them to safeguard the assets of the Group and
and Company and to prevent and detect fraud and other irregularities. The directors are also
responsible for preparing a Directors’ Report that complies with the requirements of the
Companies Act 2014.

GOING CONCERN

The Group and Company’s business activities, together with the factors likely to affect its future
development, its financial position, financial risk management objectives, details of its financial
instruments and derivative activities, and its exposures to price, credit, liquidity and cash flow
risk are described in this report on page 5 and in note 41 to the financial statements.

In order to continue as a going concern in 2019 the Group and Company must be able to meet
its obligations to repay Debt Securities in issue and bank loans when repayment falls due.
There must also be no significant diminution in the lease receivables of the GRENKE AG group
because a significant diminution in the GRENKE AG Group’s lease receivables would make it
difficult for the Group and Company to recover amounts due from GRENKE AG Group
companies and to use such funds collected to service the Group and Company’s debt
obligations.

The Directors have made enquiries from its parent GRENKE AG as to the collectability of lease
receivables due to the GRENKE AG Group companies and GRENKE AG Group franchisees
with loans due to the Company. The Directors of the Group and Company continually review
the collectability of the Group and Company lease receivables

The Directors have a reasonable expectation that the Group and Company has adequate
resources to continue in operational existence for the next twelve months. Accordingly, it
continues to adopt the going concern basis in preparing the financial statements.
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DIRECTORS’' REPORT
for the year ended 31 December 2018 (Continued)

DIRECTORS' COMPLIANCE STATEMENT

The Directors, in accordance with Section 225(2) (a) of the Companies Act 2014 (the "Act’),
acknowledge that they are responsible for securing the Group and Company's compliance with
its “relevant obligations.” “Relevant obligations”, in the context of the Group and Company, are
the Group and Company's obligations under:

a) the Act, where a breach of the obligations would be a category 1 or category 2 offence;
b) the Act, where a breach of the obligations would be a serious Market Abuse or
Prospectus offence under

¢ Market Abuse (Directive 2003/6/EC) Regulations 2005

e Prospectus (Directive 2003/71/EC) Regulations 2005

e Transparency (Directive 2004/109/EC) Regulations 2007

and

c) taxlaw.

Pursuant to Section 225 (2) (b) of the Companies Act 2014, the Directors confirm that:

i. a compliance policy statement has been drawn up by the Group and Company in
accordance with Section 225 (3) (a) of the Act setting out the Group and Company'’s
policies (that, in the directors’ opinion, are appropriate to the Group and Company)
respecting compliance by the Group and Company with its relevant obligations;

ii. appropriate arrangements and structures that, in their opinion, are designed to provide
reasonable assurance of compliance with in all material respects those relevant
obligations, have been put in place; and

iii. a review has been conducted, during the financial year, of the arrangements and
structures referred to in paragraph (ii). .

AUDIT COMMITTEE

The Directors have decided not to establish an audit committee because under Regulation.115
paragraph 10 (a) S.I. 312 of 2016 the regulation to establish an audit committee shall not apply
to the Company because the Company is a subsidiary undertaking of GRENKE AG within the
meaning point 10 of Article 2 of Directive 2013/34/EU and GRENKE AG has an audit committee
which fulfils the requirements set out in Regulations.115 paragraphs (1) and (2) of S.| 312 of
2016115 and Articles 11 (1) and (2) and 16 (5) of Regulation (EU) No 537/2014 at group level.

AUDITORS
The auditors, KPMG Chartered Accountants, have expressed their willingness to continue in
office in accordance with Section 383 (2) of the Companies Act, 2014.

On behalf of the Directors

Patrick Spain dc%ﬁdc(luillan ]

Director Director

Date: 13 February 2019
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GRENKE
FINANCE PLC

Report on the audit of the financial statements
Opinion

We have audited the Group and Company financial statements of Grenke Finance PLC (‘the
Company’) for the year ended 31 December 2018 set out on pages 17 to 25, which comprise
the Consolidated Statement of Profit and Loss, Consolidated Statement of Comprehensive
Income, Consolidated Statement of Financial Position, Company Statement of Financial
Position, Consolidated Statement of Changes in Equity, Company Statement of Changes in
Equity, Consolidated Statement of Cash Flow and related notes, including the summary of
significant accounting policies set out in note 4. The financial reporting framework that has been
applied in the preparation of the Group financial statements is Irish Law and International
Financial Reporting Standards (IFRS) as adopted by the European Union and, as regards the
Company financial statements, Irish Law and FRS 7071 Reduced Disclosure Framework.

In our opinion:

« the financial statements give a true and fair view of the assets, liabilities and financial position
of the Group and Company as at 31 December 2018 and of the Group's profit for the year then
ended;

« the Group financial statements have been properly prepared in accordance with [FRS as
adopted by the European Union;

« the Company financial statements have been properly prepared in accordance with FRS 101
Reduced Disclosure Framework issued by the UK’s Financial Reporting Council, and

« the Group and Company financial statements have been properly prepared in accordance with
the requirements of the Companies Act 2014 and, as regards the Group financial statements,
Article 4 of the IAS Regulation.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (Ireland) (ISAs
(freland)) and applicable law. Our responsibilities under those standards are further described in
the Auditor's Responsibilities section of our report. We believe that the audit evidence we have
obtained is a sufficient and appropriate basis for our opinion. Our audit opinion is consistent
with our report to the directors.

We were appointed as auditor by the directors on 23 August 2017. The period of total
uninterrupted engagement is the 2 years ended 31 December 2018. We have fulfilled our
ethical responsibilities under, and we remained independent of the Group in accordance with,
ethical requirements applicable in Ireland, including the Ethical Standard issued by the Irish
Auditing and Accounting Supervisory Authority (IAASA) as applied to public interest entities. No
non-audit services prohibited by that standard were provided.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GRENKE
FINANCE PLC (continued)

Key audit matters: our assessment of risks of material misstatement

Key audit matters are those matters that, in our professional judgment, were of most
significance in the audit of the financial statements and include the most significant assessed
risks of material misstatement (whether or not due to fraud) identified by us, including those
which had the greatest effect on: the overall audit strategy; the allocation of resources in the
audit; and directing the efforts of the engagement team. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

In arriving at our audit opinion above, the key audit matters, in decreasing order of audit
significance, were as follows:

Valuation of Impaired Lease Receivables (Group and Company) €103.34m (2017 restated
-€85.67m)

Refer to page 49 (accounting policy) and pages 69 to 71 note 22 (financial disclosures)

The key audit matter How the matter was addressed in our
audit

The value of the impaired lease receivables  Our procedures over the valuation of impaired
may be overstated as a result of the lease receivables included, but were not
understatement of the impairment provision.  limited to:

An impairment provision model is developed e  With the assistance of a KPMG

internally by GRENKE management to Germany specialist engaged,
calculate the impairment provision. All non- documenting the processes in place to
performing contracts are only classified as record lease receivables and to value
Level 3 (stage 3 per IFRS 9). the portfolio, including testing the design
and implementation of controls relevant
Processing categories are used in the to the valuation of lease receivables.
impairment provision model and represents This included testing the design and
a credit graded ordering of the lease implementation of the relevant IT
receivables from those receivables that are General Controls and IT application
current and have no arrears to those controls and testing the operating
receivables that are delinquent and fully effectiveness of a predefined set of
provided for. expected IT General Controls on the
Applications S&S, Saperion, BUS and
Each category is assigned a percentage Asset Management System.

impairment rate in line with IFRS 9s three
impairment stages and all lease receivables e«  engaging the specialist to perform the

within that category is subject to the following test work over the impairment

percentage impairment rate. These provision model:

percentage impairment rates are calculated

using statistical methods and are used in the o data quality checks on the

calculation of the impairment provision and completeness of the base

this represents significant risk. dataset used for the retention
value factor estimation from the

The percentage impairment rates are data warehouse;

calculated based on the historical recoveries

actually generated by related entities. re-performing the calculation of

Management historical data from Germany, the value retention factor for the

France, Switzerland, Netherlands, Austria, individual Portfolio classes and
re-performing the Expected
Credit Loss calculation. The

o]
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KPMG

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GRENKE

FINANCE PLC (continued)

Italy and Spain among other judgemental
inputs to calculate the percentage
impairment rates.

procedures included the mapping
of the contracts based on their
categorisation with the correct
value factor; and

O

analysing the back testing report
and considering the historical
accuracy of the model in the
evaluation of the model.

e testing the application of the percentage
impairment rates to a sample, from the
population, of the impaired lease
receivables by assessing their accurate
categorisation in line with the impairment
provision model and the resulting
carrying value of those impaired lease
receivables.

¢ identifying and assessing manual journal
entries posted to the impairment
provision;

e considering the adequacy of the
disclosures around the degree of
estimation involved in arriving at the
provision.

Based on evidence obtained, we concluded
that the provisions recognised relating to the
carrying value of the impaired lease
receivables to be appropriate.

Valuation of amounts due from Franchisees (Group and Company) €78.6m (2017 restated

- €61m)

Refer to page 50 (accounting policy) and pages 72 to 74 (financial disclosures)

The key audit matter

The franchise model involves engaging
independent franchise entities who may not
be able to repay the loans extended by the
Group and Company.

There is a risk that the value of the franchise
loan receivables are not fully recoverable
and is therefore overstated.

How the matter was addressed in our
audit

Our audit procedures included among others:

we obtained an understanding of the
franchise loan receivables and
impairment (ECL provision) process.

we assessed the design and
implementation, and tested the operating
effectiveness of relevant controls over
the:

e data used to determine the
impairment reserve, including
forward looking information,

13



KPMG

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GRENKE
FINANCE PLC (continued)

macroeconomic information,
observable inputs, transactional
data and system interfaces.

° the ECL model, including the model
itself, build and approval, ongoing
governance over preparation and
approval and mathematical
accuracy.

e we assessed the modelling techniques
and methodology against the
requirements of IFRS 9.

e we inspected the contractual
agreements in place to review the
security arrangements and guarantees
in place to support the expected credit
loss impairment provision assumptions.

Based on the results of our testing, we
consider the carrying value of amounts due
from franchisees to be appropriate.

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

The materiality for the Group and Company financial statements as a whole was set at €3.93m
(2017: €3.74m) with performance materiality being set at €2.55m (2017: €2.74m).

Materiality has been determined with reference to a benchmark of the Group and Company's
profit before tax figure, (of which it represents 5%) as at 31 December 2018 (2017: 5%), which
we consider to be one of the principal considerations for members of the Company in assessing
the financial performance of the Group and Company.

We report to Those Charged with Governance all corrected and uncorrected misstatements we
identified through our audit with a value in excess of the audit misstatement posting threshold
€196k, in addition to other identified audit misstatements that warranted reporting on qualitative
grounds.

Our audit of the Group and Company were undertaken to the materiality level specified above
by KPMG Ireland.

We have nothing to report on going concern

We are required to report to you if we have concluded that the use of the going concern basis of
accounting is inappropriate or there is an undisclosed material uncertainty that may cast
significant doubt over the use of that basis for a period of at least twelve months from the date
of approval of the financial statements. We have nothing to report in these respects.

Other information

The directors are responsible for the other information presented in the Annual Report together
with the financial statements. The other information comprises the information included in the
directors’ report. The financial statements and our auditor's report thereon do not comprise part
of 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 as explicitly stated
below, any form of assurance conclusion thereon.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GRENKE
FINANCE PLC (continued)

Our responsibility is to read the other information and, in doing so, consider whether, based on
our financial statements audit work, the information therein is materially misstated or
inconsistent with the financial statements or our audit knowledge. Based solely on that work we
have not identified material misstatements in the other information.

Based solely on our work on the other information:
e we have not identified material misstatements in the directors’ report;

e inour opinion, the information given in the directors’ report is consistent with the financial
statements;

e in our opinion, the directors’ report has been prepared in accordance with the Companies
Act 2014,

Other corporate governance disclosures

As required by the Companies Act 2014, we report, in relation to information given in the
Corporate Governance Statement on pages 6 to 7, that:

e based on the work undertaken for our audit, in our opinion, the description of the main
features of internal control and risk management systems in relation to the financial
reporting process and information relating to voting rights and other matters required by the
European Communities (Takeover Bids (Directive 2004/EC) Regulations 2016 and specified
for our consideration, is consistent with the financial statements and has been prepared in
accordance with the Act;

e based on our knowledge and understanding of the Company and its environment obtained
in the course of our audit, we have not identified any material misstatements in that
information.

e the Corporate Governance Statement contains the information required by the European
Union (Diversity Information by certain large undertakings and groups) Regulations 2017.

We also report that, based on work undertaken for our audit, other information required by the
Act is contained in the Corporate Governance Statement.

Our opinions on other matters prescribed by the Companies Act 2014 are unmodified

We have obtained all the information and explanations which we consider necessary for the
purpose of our audit.

In our opinion, the accounting records of the Group and Company were sufficient to permit the
Group financial statements and the Company statement of financial position to be readily and
properly audited and the Group and Company's statement of financial position and the Group's
profit and loss account is in agreement with the accounting records.

We have nothing to report on other matters on which we are required to report by
exception

The Companies Act 2014 requires us to report to you if, in our opinion, the disclosures of

directors’ remuneration and transactions required by Sections 305 to 312 of the Act are not
made.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GRENKE
FINANCE PLC (continued)

Respective responsibilities and restrictions on use
Directors’ responsibilities

As explained more fully in their statement set out on page 8, the directors are responsible for:
the preparation of the financial statements including being satisfied that they give a true and fair
view; such internal control as they determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error; assessing
the Group and parent Company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern; and using the going concern basis of accounting
unless they either intend to liquidate the Group or the parent Company or to cease operations,
or have no realistic alternative but to do so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue our
opinion in an auditor's report. Reasonable assurance is a high level of assurance, but does not
guarantee that an audit conducted in accordance with ISAs (Ireland) will always detect a
material misstatement when it exists. Misstatements can arise from fraud, other irregularities or
error and are considered material if, individually or in aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of the financial
statements. The risk of not detecting a material misstatement resulting from fraud or other
irregularities is higher than for one resulting from error, as they may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control and may involve
any area of law and regulation and not just those directly affecting the financial statements.

A fuller description of our responsibilities is provided on IAASA’s website at
https://www.iaasa.ie/getmedia/b2389013-1cf6-458b-9b8f-
a98202dc9c3a/Description of auditors responsiblities for audit.pdf

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

Our report is made solely to the Company’s members, as a body, in accordance with Section
391 of the Companies Act 2014. Our audit work has been undertaken so that we might state to
the Company’'s members those matters we are required to state to them in an auditor's report
and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Company and the Company’s members, as a body, for
our audit work, for our report, or for the opinions we have formed.

Vincent ReillyW

for and on behalf of

KPMG

Chartered Accountants, Statutory Audit Firm
1 Harbourmaster Place,

IFSC,

Dublin,

Ireland.

Date: /4”‘ }’J—!/two 20149
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GRENKE FINANCE PLC

CONSOLIDATED STATEMENT OF PROFIT AND LOSS
for the year ended 31 December 2018

Continuing Operations Restated *
2018 2017
Note € €
Lease income 6 119,735,151 106,098,638
Net impairment loss on lease receivables 7 (35,870,263) (28,810,537)
Income from protecting lease equipment 8 33,120,295 27,942,959
Expected credit loss on financial assets 9 (2,400,312) 2,627,890
Interest income and similar income 10 48,852,064 42,454,572
Total operating income 163,436,935 150,313,522
Interest expense and other charges 1 (43,458,245) (42,852,583)
Foreign exchange loss 12 (2,439,499) (8,494,867)
Net (loss)/gain on financial instruments at fair value 13
through profit or loss (1,027,451) 7,106,729
Other income 14 1,178,025 916,334
Other operating expenses 15 (43,774,441) (42,570,547)
Profit on ordinary activities before tax 73,915,324 64,418,588
Exceptional item 17 - (31,059,697)
Profit before tax 73,915,324 33,358,891
Taxation 18 (9,560,957) (4,408,526)
Profit for the year 64,354,367 28,950,365

* See note 3 (iv) for details regarding the restatements for changes in accounting policy.

The accompanying notes form an integral part of these consolidated financial statements.
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GRENKE FINANCE PLC

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

for the year ended 31 December 2018

Profit for the year
Other comprehensive loss
Fair value movements on derivative financial

instruments designated as cash flow hedge

Deferred tax relating to these items

Other comprehensive loss for the year net of
tax

Total comprehensive income for the year

*Restated

2018 2017

€ £

64,354,367 28,950,365

(3,837) (79,358)

27 480 9,921
(3,357) (69,437)

64,351,010 28,880,928

* See note 3 (iv) for details regarding the restatements for changes in accounting policy.

The accompanying notes form an integral part of these financial statements.
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GRENKE FINANCE PLC

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

as at 31 December 2018

Note
NON-CURRENT ASSETS
Property, plant & equipment 19
Subordinated loans and reserve accounts 21
Lease receivables due after one year 22
Amounts due from GRENKE AG Group
undertakings 23
Amounts due from GRENKE AG Group
franchisees 24
Trade and other receivables 25
CURRENT ASSETS
Cash & cash equivalents
Amounts due from GRENKE AG Group
undertakings 23
Amounts due from GRENKE AG Group
franchisees 24
Trade and other receivables 25
Derivative financial instruments 26
Subordinated loans and reserve accounts 21
Lease receivables due within one year 22
TOTAL ASSETS
NON CURRENT LIABILITIES
Debt securities in issue 28
Amount owed to GRENKE AG Group
undertakings 29
Asset based financial liablilities 31
Accruals and deferred income 33
Deferred tax 27
CURRENT LIABILITIES
Debt securities in issue 28
Bank loans

30

Amount owed to GRENKE AG Group
undertakings 29

Amount owed to GRENKE AG Group
franchisees

Asset based financial liablilities

31
Derivative financial instruments 26
Accruals and deferred income 33

TOTAL LIABILITIES

31 December
2018
€

320,592
19,495,879
1,097,167,741

1,124,487,510

30,723,503
20,448,135

*Restated
31 December

2017
€

200,498
19,492,819
917,443,067

917,961,075

32,182,810
19,708,262

*Restated
1 January

2017
€

221,238
21,739,815
774,669,331

693,914,134

20,335,417
15,591,723

2,292,643,360

69,942,110

709,659,768

41,852,533

115,582,093
3,187,726
14,206,462
564,071,307

1,906,988,531

16,172,013

655,428,507

27,678,448

125,242,978
3,359,454
15,423,280
472,057,905

1,5626,471,658

17,190,219

586,117,311

10,884,898

114,027,800
4,243,265
14,296,710
401,454,536

1,518,501,999

1,315,362,585

1,148,214,739

3,811,145,359

3,222,351,116

2,674,686,397

1,931,639,251

299,919,319
183,104,567

1,692,212
3,687

1,416,245,017

254,369,822

173,203,744

3,449,579
2,875

1,156,275,225

193,614,717

147,592,908

4,696,600
13,428

2,416,259,036

1,847,271,037

1,502,192,878

646,889,199 654,912,154 583,992,212
85,398,581 115,870,000 78,085,343
228,285,316 228,742,545 187,097,824

- - 136,140

105,544,405 114,834,237 91,826,533
2,443,294 1,962,793 3,500,146
22,119,206 18,903,038 16,880,937
1,090,680,001 1,135,224,767 961,519,135

3,506,939,037

2,982,495,804

2,463,712,013

* See note 3 (iv) for details regarding the restatements for changes in accounting policy.

The accompanying notes form an integral part of these financial statements
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GRENKE FINANCE PLC

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
as at 31 December 2018 (Continued)

*Restated “Restated
31 December . 81 December 1 January
2018 2017 2017
€ . € €
CAPITAL AND RESERVES
Share capital ) 34 50,000 50,000 50,000
Capital contribution 67,000,000 67,000,000 67,000,000
Rewenue resenes 35 237,167,141 172,812,774 143,862,409
Cash flow hedge resene {10,819) (7,462) 61,975
TOTAL EQUITY 304,206,322 239,855,312 210,974,384
TOTAL EQUITY AND LIABILITIES 3,811,145,359 3,222,351,116 2,674,686,397

Approved and authorised by the Board of Directors and signed on its behalf:

m W
Patrick Spain %I\“ mMcQuiIIW

Director Director

13 February 2019

* See 3 (iv) for details regarding the restatements for changes in accounting policy.
** €201,100,695 is a non distributable restricted reserve.

The accompanying notes form an integral part of these financial statements
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GRENKE FINANCE PLC

COMPANY STATEMENT OF FINANCIAL POSITION

as at 31 December 2018

Note
NON-CURRENT ASSETS
Property, plant & equipment 19
Financial investments 20
Subordinated loans and reserve accounts 21
Lease receivables due after one year 22
Amounts due from GRENKE AG Group 23
undertakings
Amounts due from GRENKE AG Group 24
franchisees
Trade and other receivables 25
CURRENT ASSETS
Cash & cash equivalents
Amounts due from GRENKE AG Group 23
undertakings
Amounts due from GRENKE AG Group 24
franchisees
Trade and other receivables 25
Derivative financial instruments 26
Subordinated loans and reserve accounts 21
Lease receivables due within one year 22
TOTAL ASSETS
NON CURRENT LIABILITIES
Debt securities in issue 28
Amount owed to GRENKE AG Group 29
undertakings
Amount owed to special purpose vehicles 32
Accruals and deferred income 33
Deferred tax 27
CURRENT LIABILITIES
Debt securities in issue 28
Bank loans 30
Amount owed to GRENKE AG Group 29
undertakings
Amount owed to GRENKE AG Group
franchisees
Amount owed to special purpose vehicles 32
Derivative financial instruments 26
Accruals and deferred income 33

TOTAL LIABILITIES

31 December
2018
€

320,592

150
55,194,610
1,097,167,741

1,124,487,510

30,723,503
20,448,135

*Restated
31 December

2017
€

200,498

150
68,544,866
917,443,067

917,961,075

32,182,810
19,708,262

*Restated
1 January

2017
€

221,238

150
79,081,176
774,669,331

693,914,134

20,335,417
15,591,723

2,328,342,241

69,942,110
709,659,768
41,852,533

115,582,093
3,187,726
54,773,710
564,071,307

1,956,040,728

16,172,013
655,428,507
27,678,448

125,242,978
3,359,454
41,687,850
472,057,905

1,583,813,169

17,190,219
586,117,311
10,884,898

114,027,800
4,243,265
48,371,721
401,454,536

1,559,069,247

1,341,627,155

1,182,289,750

3,887,411,488

3,297,667,883

2,766,102,919

1,931,639,251
299,919,319
218,803,448

1,592,212
3,687

1,416,245,017
254,369,822
222,255,941

3,449,579
2,875

1,156,275,225
193,614,717
204,934,419

4,696,600
13,428

2,451,957,917

1,896,323,234

1,559,534,389

646,889,199 654,912,154 583,992,212
85,398,581 115,870,000 78,085,343
228,285,316 228,742,545 187,097,824

- 136,140

146,111,653 141,098,807 125,901,544
2,443,294 1,962,793 3,500,146
22,119,206 18,903,038 16,880,937
1,131,247,249 1,161,489,337 995,594,146

3,583,205,166

3,057,812,571

2,555,128,535

* See note 3 (iv) for details regarding the restatements for changes in accounting policy.

The accompanying notes form an integral part of these financial statements
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GRENKE FINANCE PLC

COMPANY STATEMENT OF FINANCIAL POSITION
as at 31 December 2018 (Continued)

*Restated *Restated
31 December 31 December 1 January
2018 2017 2017
€ €

CAPITAL AND RESERVES
Share capital 34 50,000 50,000 50,000
Capital contribution 67,000,000 67,000,000 67,000,000
Rewenue resenves 35 237,167,141 172,812,774 143,862,409
Cash flow hedge resene (10,819) (7,462) 61,975
TOTAL EQUITY 304,206,322 239,855,312 210,974,384
TOTAL EQUITY AND LIABILITIES 3,887,411,488 3,297,667,883 2,766,102,919

Approved and authorised by the Board of Directors and signed on its behalf:

Patrick Spain %m\ Mcauiuan
Director Director

13 February 2019
* See note 3 (iv) for details regarding the restatements for changes in accounting policy.

** €201,100,695 is a non distributable restricted reserve.
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GRENKE FINANCE PLC

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2018

Issued capital Capital Revenue Cash flow Total equity
contribution resenes hedge reserve
€ € € € €
As at 1 January 2018 50,000 67,000,000 172,812,774 (7,462) 239,855,312
Profit for the year - - 64,354,367 - 64,354,367
Other comprehensive income - - - (3,357) (3,357)
Total comprehensive income - - 64,354,367 (3,357) 64,351,010
At 31 December 2018 50,000 67,000,000 237,167,141 (10,819) 304,206,322
Issued capital Capital Revenue Cash flow Total equity
contribution resenes hedge reserve
€ € € € €
As at 31 Decmber 2016 50,000 67,000,000 169,478,812 61,975 236,590,787
Adjustment on initial application of IFRS
9, net of tax - - (25,616,403) - (25,616,403)
*Restated as at 1 January 2017 50,000 67,000,000 143,862,409 61,975 210,974,384
*Restated profit for the year - - 28,950,365 - 28,950,365
Other comprehensive income - - - (69,437) (69,437)
Total comprehensive income - - 28,950,365 (69,437) 28,880,928
At 31 December 2017 50,000 67,000,000 172,812,774 (7,462) 239,855,312

* See note 3 (iv) for details regarding the restatements for changes in accounting policy.
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GRENKE FINANCE PLC

COMPANY STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2018

Issued capital Capital Revenue Cash flow Total equity
contribution resenves hedge reserve
€ € € € €
As at 1 January 2018 50,000 67,000,000 172,812,774 (7,462) 239,855,312
Profit for the year - - 64,354,367 - 64,354,367
Other comprehensive income - - - (3,357) (3,357)
Total comprehensive income - - 64,354,367 (3,357) 64,351,010
At 31 December 2018 50,000 67,000,000 237,167,141 (10,819) 304,206,322
Issued capital Capital Revenue Cash flow Total equity
contribution resenes hedge reserve
€ € € € €
As at 31 Decmber 2016 50,000 67,000,000 169,478,812 61,975 236,590,787
Adjustment on initial application of IFRS
9, net of tax - - (25,616,403) - (25,616,403)
*Restated as at 1 January 2017 50,000 67,000,000 143,862,409 61,975 210,974,384
*Restated profit for the year - - 28,950,365 - 28,950,365
Other comprehensive income - - - (69,437) (69,437)
Total comprehensive income - - 28,950,365 (69,437) 28,880,928
At 31 December 2017 50,000 67,000,000 172,812,774 (7,462) 239,855,312

* See note 3 (iv) for details regarding the restatements for changes in accounting policy.
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GRENKE FINANCE PLC

CONSOLIDATED STATEMENT OF CASH FLOW
for the year ended 31 December 2018

CASH OUTFLOWS FROM OPERATING ACTIVITIES

Profit on ordinary activities before tax

Adjustments for:

Exceptional item

Interest expense

Interest income

Depreciation

Decrease in subordinated loans and reserve

accounts

Additions to lease receivables

Payments by lessees

Disposals of lease receivables at residual carrying amounts
Interest and similar income from leasing business

Currency translation differences on lease receivables
Increase in impaired leases and leases past due

Increase in amounts due from GRENKE AG Group
undertakings

Increase in amounts due from GRENKE AG Group franchisees
Decrease in trade and other receivables

(Decrease)/Increase in fair value of derivative financial
instruments

Decrease in accruals and deferred income

Cash used in operating activities

Interest received

Interest paid

GRENKE AG Bank guarantee paid

Asset based interest paid

Tax paid

Net cash outflow from operating activities

CASH OUTFLOWS FROM INVESTING ACTIVITIES
Payments for the acquisition of property, plant and equipment
Cash outflow from investing activities

CASH INFLOWS FROM FINANCING ACTIVITIES
Proceeds from debt securities in issue

Repayment of debt securities in Issue

Increase in amounts owed to GRENKE AG Bank

Inrease in amounts owed to asset based liabilities

Proceeds from rewolving credit facilities drawn down
Repayments of revolving credit facilities

Proceeds from money market lines drawn down
Repayments of money market lines drawn down

Cash inflow from financing activities

Cash and cash equivalents at the beginning of the year
Cash & cash equivalents

Bank overdrafts and reserve accounts

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

Cash & cash equivalents

Bank overdrafts and reserve accounts

Cash and cash equivalents at the end of the year
Change in cash and cash equivalents during the period

Net cash outflow from operating activities
Cash inflow/(outflow) from investing activities
Cash inflow from financing activities

Total cash flow

2018
€

73,915,324

43,356,464
(45,717,180)
45,889

1,213,758
(854,036,404)
576,162,018
116,392,751
(107,838,590)

362,847
(2,780,698)

(287,970,885)
(12,714,778)

*Restated
2017
€

64,418,588

(31,059,697)

43,254,870

(38,804,558)
44,136

1,120,426
(700,567,253)
487,509,150
96,808,563
(95,937,903)
17,309
(1,308,757)

(274,690,007)
(28,777,083)

15,410,961 (14,327,331)
648,392 (732,900)
(866,689) (1,152,525)
(484,416,820) (494,184,972)
45,132,880 39,630,547
(31,154,979) (29,684,821)
(8,275,668) (12,165,965)
(2,829,941) (2,848,361)
(13,060,222) (1,382,545)
(494,604,750) (500,636,117)
(165,983) (23,396)
(165,983) (23,396)
1,381,095,801 997,706,415
(875,000,000) (668,200,000)
72,305,457 83,731,696
610,991 48,618,540
280,000,000 265,000,000
(295,000,000) (225,000,000)
30,000,000 126,000,000
(55,000,000) (129,000,000)
539,012,249 498,856,651
16,172,013 17,190,219
(870,000) (85,344)
15,302,013 17,104,875
69,942,110 16,172,013
(10,398,581) (870,000)
59,543,529 15,302,013
44,241,516 (1,802,862)

(494,604,750)

(500,636,117)

(165,983) (23,396)
539,012,249 498,856,651
44,241,516 (1,802,862)

* See note 3 (iv) for details regarding the restatements for changes in accounting policy
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GRENKE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2018

1. AUTHORISATION OF CONSOLIDATED FINANCIAL STATEMENTS AND COMPLIANCE
WITH FRS 101

The Group and Company financial statements of GRENKE Finance PLC (the “Group and
Company”) for the year ended 31 December 2018 were authorised for issue by the Board of
Directors on 13 February 2019 and the Group and Company statement of financial position
was signed on the Board’s behalf by Patrick Spain and John McQuillan. GRENKE Finance
PLC is incorporated and domiciled in Ireland.

The Company issues bonds listed on the main market of the Luxembourg Staock Exchange.

The Group Financial Statements comprise the Financial Statements of the Company
undertaking and two structured entities, French fonds cummun de titrisation, FCT “GK”-
Compartement “G2” and FCT “GK”-Compartment “G3” and an Irish limited liability company
Elektra Purchase No. 25 Limited. The Group financial statements of GRENKE Finance PLC
have been prepared in accordance with International Financial Reporting Standards (‘IFRS’)
as adopted by the EU and their interpretations approved by the International Accounting
Standards Board (‘IASB’) as adopted by the European Union (‘EU’) and those parts of the
Companies Act 2014, applicable to companies reporting under IFRS and Article 4 of the IAS
Regulation.

The Company financial statements were prepared in accordance with Financial Reporting
Standard 101 Reduced Disclosure Framework (FRS 101) and in accordance with the
Companies Act 2014.

The accounting policies applied in the preparation of the Group and Company financial
statements for the year ended 31 December 2018 are set out below in note 4 and have been
applied consistently by all of the Group’s subsidiaries and have been consistently applied to all
years presented, unless otherwise stated. The implementation of IFRS 9 for the first time in
these financial statements is a significant change in accounting policies and has led to the 2017
comparatives being restated. Details of this change are provided in note 3 (iv).

IFRS, as adopted, by the EU and applied by the Group and the FRS 101 Reduced Disclosure
Framework in the preparation of these financial statements are those that were effective for the
accounting period ending 31 December 2018.

2. GRENKE AG GROUP

The Group and Company is wholly owned by GRENKE AG, a Company incorporated in
Germany. References to the GRENKE AG Group in the Directors’ Report, financial statements
and notes to the financial statements refers to the group of companies consisting of GRENKE
AG and all of the companies it controls. References to the GRENKE AG Group financial
statements refer to the consolidated financial statements of the GRENKE AG group.
References to the Group and Company’s parent refer to GRENKE AG. Details of the GRENKE
AG Group are included in the GRENKE AG Group financial statements which are publically
available at www.GRENKE.de.
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NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2018

3. CHANGES IN ACCOUNTING
(a) Accounting standards implemented in 2018

In recent years, the International Accounting Standards Board (IASB) has made various
changes to existing IFRS and published new IFRS and interpretations of the IFRS Inter-
pretations Committee (IFRS IC). In addition, the IASB publishes amendments to existing
standards ("Annual Improvements Project", AIP) as part of an annual procedure.

The following amendments to standards, which had to be applied for the first time from fiscal
year 2018, had no effect on the consolidated financial statements of the Group and Company

¢ Annual Improvements to IFRS: Cycle 2014 - 2016

e |FRS 15 "Revenue from contracts with customers".

e Amendments to IAS 40 “Transfers of Investment Property”

o Amendments to IFRS 2 “Classification and Measurement of Share-based Payment
Transactions”

e Amendment to IFRS 4: Application of IFRS 9 “Financial Instruments together with
IFRS 4 Insurance Contracts”

¢ IFRIC Interpretation 22 "Foreign Currency Transactions and Advance Consideration”

SIGNIFICANT CHANGES IN ACCOUNTING POLICIES
The following section explains those accounting standards that are of significance for the
Group and Company.

(i) IFRS 9 “Financial Instruments”

In July 2014, the IASB issued IFRS 9 "Financial Instruments". The standard contains rules for
the recognition, measurement and derecognition of financial instruments and the recognition
of hedging relationships and largely replaces the previous IAS 39 "Financial Instruments:
Recognition and Measurement” of financial instruments. The standard is mandatory in the EU
for fiscal years beginning on or after January 1, 2018.

The equity reported in the balance sheet declined by €35.0 million compared to its reported
balance under IAS 39 as a result of changes in the risk provisioning methodology for financial
assets. The new impairment model stipulates that risk provisions must be recognised for
expected credit losses, whereas according to IAS 39 it was only permissible to recognise
impairment for losses already incurred. Except for the accounting of hedging transactions,
where the Group and Company has decided to exercise the accounting option contained in
IFRS 9 and thereby continue to apply the hedge accounting rules under IAS 39, the Group and
Company has applied IFRS 9 retrospectively as per January 1, 2017 to ensure that the prior-
year figures of the consolidated statement of profit and loss were comparable. The prior year
financial statements have been restated. All changes in the carrying amounts of financial
assets, liabilities and financial guarantees were recognised in retained earnings upon this first-
time application.

Additionally the Group and Company adopted consequential amendments to IFRS 7 Financial

Instruments: Disclosures that are applied to disclosures about 2018 and 2017 as IFRS 9 has
been adopted and applied retrospectively.
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3. CHANGES IN ACCOUNTING (Continued)
(ii) Classification and measurement of financial instruments

IAS 39 previously provided for four categories for the subsequent measurement of financial
assets: "financial assets at fair value through profit or loss", "held-to-maturity investments”,
"loans and receivables" and "available-for-sale financial assets". With the exception of financial
guarantees and loan commitments, financial liabilities were measured at amortized cost or fair
value.

According to IFRS 9, the classification of financial assets depends on whether the instrument
is a debt instrument, a derivative or an equity instrument. With the exception of derivatives and
financial guarantees, financial liabilities must be carried at amortised cost. Accounting under
IFRS 9 has remained essentially unchanged compared to IAS 39 for financial liabilities.

IFRS 9 requires the classification of financial assets to be determined based on the business
model used to manage the financial assets and the financial assets’ contractual cash flow
characteristics (so-called "SPPI"; Solely Payment of Principal and Interest).

IFRS 9 provides for four types of subsequent measurement of financial assets that depend on
the respective business model or the fulfilment of the SPPI criterion:

Measurement at amortised cost (AC)

At fair value through OCI with recycling (FVOCImR)
At fair value through OCI without recycling (FVOCIoR)
At fair value through P&L (FVPL).

Performing and non-performing lease receivables are outside of the scope of application of
IFRS 9. Non-performing lease receivables represent claims for compensation and have
previously been allocated to the measurement category under IAS 39 of "loans and
receivables". Due to the new IFRS 9 classifications, cash and cash equivalents, trade
receivables and other financial assets that were previously allocated to the measurement
category "loans and receivables" under IAS 39 are now allocated to the measurement category
"measurement at amortised cost" in accordance with IFRS 9. After exercising the option
provided by IFRS 9. Derivative financial instruments with a positive or negative balance are
classified as "at fair value through profit or loss" under both IAS 39 and IFRS 9.

Carrying amounts have not changed due to the amended classification provisions of IFRS 9.
(iii) Impairment of value

The application of IFRS 9 has fundamentally changed the accounting for impairment of
financial assets by replacing the incurred loss model in accordance with IAS 39 with the
forward-looking expected credit loss (ECL) model. In accordance with the incurred loss model
(credit default model) under IAS 39, impairment was recognised only after a defined loss event
occurred. Under IFRS 9 (expected credit loss model), impairment and provisions are
recognised as per the initial recognition of the financial asset on the basis of the level of
potential credit losses expected at that time.

The impairment provisions under IFRS 9 are applied to cash & cash equivalents, subordinated
loans and reserve accounts, amounts due from GRENKE AG Group undertakings, amounts
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3. CHANGES IN ACCOUNTING (Continued)
(iii) Impairment of value (Continued)

due from GRENKE AG Group franchisees and trade and other receivables measured at
amortised cost or those financial assets measured at fair value through other comprehensive
income (FVOCI), and performing and non performing lease receivables under IAS 17 "Leases".

IFRS 9 introduces a three-step approach to determining impairment. Under the general
approach, the expected loss for one year (12M ECL) is already accrued as a risk provision
upon acquisition (Level 1). If there has been a significant deterioration in the credit risk since
the first-time recognition but no reason for default, the risk provision is recognised at the level
of the expected losses over the entire remaining contractual life (Lifetime Expected Loss —
LT ECL) (Level 2). If there is a reason for default, the risk provisioning must also be set in the
amount of the losses expected over the remainder of the entire contract period on the basis of
the estimated, expected future cash flows of the asset (LT ECL) (Level 3).

Financial assets are generally recognised in Level 1 upon initial recognition. An exception to
this is financial instruments that are already considered non performing at the time of the
acquisition of the transaction ("Purchased or Originated Credit Impaired Financial Assets —
POCI"). These are reported at a carrying amount upon initial recognition that using the effective
interest rate method that already reflects expected credit losses during the term. In the course
of the subsequent measurement of POCI financial instruments, however, a risk provision is
recognised, which is based on the development of LT ECL since the time of acquisition.

(iv) First time application of IFRS 9

The following tables summarise the effects of the first-time application of IFRS 9 based on the
statement of financial position as per December 31, 2016 through the opening statement of
financial position as per January 1, 2017 and based on the statement of financial position as
per December 31, 2017 through the opening statement of financial position as per January 1,
2018 and the retrospective effects on the consolidated statement of profit and loss from the
prior year. The changes shown in the table in the column "IFRS 9 adjustment" were based
solely on the amended rules for risk provisioning under IFRS 9.
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3. CHANGES IN ACCOUNTING (Continued)

(iv) First time application of IFRS 9 (Continued)

EFFECT ON THE CONSOLIDATED STATEMENT OF FINANCIAL POSITION (INCREASE / DECREASE) AS PER JANUARY 1, 2017

NON-CURRENT ASSETS

Property, plant & equipment

Subordinated loans and reserve accounts

Lease receivables due after one year

Amounts due from GRENKE AG Group undertakings
Amounts due from GRENKE AG Group franchisees
Trade and other receivables

CURRENT ASSETS

Cash & cash equivalents

Amounts due from GRENKE AG Group undertakings
Amounts due from GRENKE AG Group franchisees
Trade and other receivables

Derivative financial instruments

Subordinated loans and reserve accounts

Lease receivables due within one year

TOTAL ASSETS

NON CURRENT LIABILITIES

Debt securities in issue

Amount owed to GRENKE AG Group undertakings
Asset based liablilities

Accruals and deferred income

Deferred tax

CURRENT LIABILITIES

Debt securities in issue

Bank loans

Amount owed to GRENKE AG Group undertakings
Amount owed to GRENKE AG Group franchisees
Asset based liablilities

Derivative financial instruments

Accruals and deferred income

TOTAL LIABILITIES

CAPITAL AND RESERVES
Share capital

Capital contribution
Revenue resenes

Cash flow hedge reserve
TOTAL EQUITY

TOTAL EQUITY AND LIABILITIES

Published

consolidated financial
statements Dec.

31,2016
€

221,238
21,739,815
787,834,016
694,028,394
20,852,261
11,932,236

IFRS 9 adjustment

€

(13,164,685)
(114,260)
(516,844)

3,659,487

IFRS 9 Opening
financial positions Jan

1, 2017
€

221,238
21,739,815
774,669,331
693,914,134
20,335,417
15,591,723

1,536,607,960

(10,136,302)

1,526,471,658

17,190,219 17,190,219
590,123,377 (4,006,066) 586,117,311
11,241,379 (356,481) 10,884,898
114,027,800 - 114,027,800
4,243,265 - 4,243,265
14,403,180 (106,470) 14,296,710
412,465,620 (11,011,084) 401,454,536
1,163,694,840 (15,480,101) 1,148,214,739
2,700,302,800 (25,616,403) 2,674,686,397
1,156,275,225 - 1,156,275,225
193,614,717 - 193,614,717
147,592,908 - 147,592,908
4,696,600 - 4,696,600
13,428 - 13,428
1,502,192,878 - 1,502,192,878
583,992,212 - 583,992,212
78,085,343 - 78,085,343
187,097,824 - 187,097,824
136,140 - 136,140
91,826,533 - 91,826,533
3,500,146 - 3,500,146
16,880,937 - 16,880,937
961,519,135 - 961,519,135
2,463,712,013 - 2,463,712,013
50,000 - 50,000
67,000,000 - 67,000,000
169,478,812 (25,616,403) 143,862,409
61,975 - 61,975
236,590,787 (25,616,403) 210,974,384
2,700,302,800 (25,616,403) 2,674,686,397
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3. CHANGES IN ACCOUNTING (Continued)

(iv) First time application of IFRS 9 (Continued)

EFFECT ON THE CONSOLIDATED STATEMENT OF FINANCIAL POSITION (INCREASE / DECREASE) AS PER JANUAYR 1, 2018

NON-CURRENT ASSETS

Property, plant & equipment
Subordinated loans and reserve accounts
Lease receivables due after one year

Amounts due from GRENKE AG Group undertakings

Amounts due from GRENKE AG Group franchisees
Trade and other receivables

CURRENT ASSETS

Cash & cash equivalents

Amounts due from GRENKE AG Group undertakings

Amounts due from GRENKE AG Group franchisees
Trade and other receivables

Derivative financial instruments

Subordinated loans and reserve accounts

Lease receivables due within one year

TOTAL ASSETS

NON CURRENT LIABILITIES

Debt securities in issue

Amount owed to GRENKE AG Group undertakings
Asset based liablilities

Accruals and deferred income

Deferred tax

CURRENT LIABILITIES

Debt securities in issue

Bank loans

Amount owed to GRENKE AG Group undertakings
Asset based liablilities

Derivative financial instruments

Accruals and deferred income

TOTAL LIABILITIES

CAPITAL AND RESERVES
Share capital

Capital contribution
Revenue resenes

Cash flow hedge reserve
TOTAL EQUITY

TOTAL EQUITY AND LIABILITIES

Published

consolidated financial
statements Dec.

31,2017
€

200,498
19,492,819
933,918,336
918,080,597
32,807,871
15,667,130

IFRS 9 adjustment

€

(16,475,269)
(119,522)
(625,061)

4,041,132

IFRS 9 Opening
financial positions Jan

1, 2018
€

200,498
19,492,819
917,443,067
917,961,075
32,182,810
19,708,262

1,920,167,251

(13,178,720)

1,906,988,531

16,172,013 - 16,172,013
656,703,092 (1,274,585) 655,428,507
28,105,137 (426,689) 27,678,448
125,242,978 - 125,242,978
3,359,454 - 3,359,454
15,449,654 (26,374) 15,423,280
485,439,458 (13,381,553) 472,057,905
1,330,471,786 (15,109,201) 1,315,362,585
3,250,639,037 (28,287,921) 3,222,351,116

1,416,245,017
254,369,822
173,203,744
3,449,579
2,875

1,416,245,017
254,369,822
173,203,744
3,449,579
2,875

1,847,271,037

1,847,271,037

654,912,154 - 654,912,154
115,870,000 - 115,870,000
228,742,545 - 228,742,545
114,834,237 - 114,834,237

1,962,793 - 1,962,793
18,903,038 - 18,903,038
1,135,224,767 - 1,135,224,767
2,982,495,804 - 2,982,495,804
50,000 - 50,000
67,000,000 - 67,000,000
201,100,695 (28,287,921) 172,812,774
(7,462) - (7,462)
268,143,233 (28,287,921) 239,855,312

3,250,639,037

(28,287,921)

3,222,351,116
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3. CHANGES IN ACCOUNTING (Continued)

(iv) First time application of IFRS 9 (Continued)

EFFECT ON THE CONSOLIDATED PROFIT AND LOSS STATEMENT INCREASE / (DECREASE)
FOR THE 12 MONTHS AS PER DECEMBER 31, 2017

Published Adjusted
consolidated consolidated
financial statements financial statements
Dec. 31,2017 IFRS 9 adjustment Dec, 31 2017
€ € €
Total operating income 153,366,685 (3,053,163) 150,313,522
Profit before tax 36,412,054 (3,053,163) 33,358,891
Taxation (4,790,171) 381,645 (4,408,526)
Profit for the year 31,621,883 (2,671,518) 28,950,365

The above table is an extract from the profit and loss statement and therefore totals will not
agree.

RECONCILIATION OF RISK PROVISIONS Carrying amount Carrying amount
measurement TAS 39 original *differnece IFRS 9 new
IAS 39 original IFRS 9 new 31.12.2016 1.1.2017
Means of payment € € €
Subordinated loan and reserve accounts  L&R AC - 106,470 106,470
Lease receivables n.a. n.a - 24,175,769 24,175,769
Impaired leases n.a. n.a 46,209,807 - 46,209,807
Amounts due from group undertakings L&R AC - 4,120,326 4,120,326
Amounts due from franchisees L&R AC - 873,325 873,325
Trade & other receivables L&R AC - -
Cash & cash equivalents L&R AC - -

Meaning ot the abbreviation
L&R: Loans and receivables
AC: Financial assets and liabilities measured at amortised cost

*Differences noted in this column are as a result of applying the new expected credit
loss model. The reclassification of trade and other receivables and cash & cash
equivalents did not result in any changes to measurement on application of IFRS 9.

(iv) IFRS 15 “Revenue from contracts with customers”

In May 2014, the IASB published IFRS 15 "Revenue from Contracts with Customers". The
standard introduces an industry-independent and principle-based five-level model for
recognising revenue from contracts with customers. According to IFRS 15, revenue is
recognised in the amount that is expected to be received as consideration for the transfer of
goods or services to customers (the transaction price as defined by IFRS 15). Revenue is
recognised when the customer assumes the economic control of the goods or services.
IFRS 15 also contains reporting requirements. The new standard requires the disclosure of a
number of quantitative and qualitative items to give the users of the consolidated financial
statements an understanding of the nature, amount, timing and uncertainty of revenue and
cash flows arising from contracts with customers. The new standard replaces all existing
provisions for revenue recognition under IFRS (IAS 11 "Construction Contracts" and IAS 18
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(iv) IFRS 15 “Revenue from contracts with customers”

"Revenue"), as well as the related IFRS interpretations. IFRS 15 is to be applied to fiscal years
beginning on or after January 1, 2018. The standard has no impact on the recognition of income
arising in connection with financial instruments in the regulatory scope of IFRS 9. Also
excluded is the recognition of income from leases that fall within the scope of IAS 17/IFRS 16.
The Consolidated Group applied the modified retrospective method in transitioning to IFRS 15,
which required the cumulative adjustment amounts be recognised as per January 1, 2018. The
first-time application of IFRS 15 did not have any impact on the Group’s consolidated financial
statements.

(b) Accounting standards and interpretations already published — not yet implemented

In addition to the applicable mandatory IFRSs mentioned above, the IASB has also published
other amended IASs and IFRSs that will only become mandatory at a later date. Several of
these standards have already been endorsed into European law by the EU. Voluntary early
application of these standards is expressly permitted and/or recommended. The Company and
Group is not making use of this option. These standards will be implemented in the
consolidated financial statements when their adoption becomes mandatory. In the following, a
distinction is made as to whether standards have already been adopted ("endorsed") into
European law (date of mandatory first-time application in parenthesis) or not:

(i) Already adopted into European law (“Endorsed”) (IASB Date of first-time application in
parenthesis):

e |FRS 16 "Leases" (January 1, 2019)

e Amendments to IFRS 9 "Prepayment Features with Negative Compensation" (January 1,
2019)

e |FRIC 23 "Uncertainty Over Income Tax Treatments" (January 1, 2019)

(ii) Not yet adopted into European law (“Endorsed”) (IASB Date of first-time application in
parenthesis):

¢ Annual Improvements to IFRS: 2015 — 2017 Cycle (January 1, 2019)

e Amendments to IAS 19 "Plan Amendment, Curtailments or Settlement" January 1, 2019)

e Amendments to IAS 28 "Long-term Interests in Associates and Joint Ventures" (January 1,
2019)

o Amendments to References to the Conceptual Framework (January 1, 2020)

e Amendments to IFRS 3 "Business Combinations" (January 1, 2020)

¢ Amendments to IAS 1 and IAS 8 " Definition of Material" (January 1, 2020)

e |FRS 17 "Insurance Contracts" (January 1, 2021)

1 The EU has decided not to endorse the interim standard IFRS 14 "Regulatory Deferral Accounts" (January 1, 2016) and not to incorporate it into European law but rather wait until
the standard’s final adoption.
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A material impact on the consolidated financial statements is not expected from any of the new
or revised standards, except for new or amended disclosures in the Notes. Set out below is
additional detail to the accounting rules that are most relevant to the consolidated financial
statements of the Group.

(iii) IFRS 16 “Leases”

In January 2016, the IASB published the new standard IFRS 16 "Leases". IFRS 16 replaces
the previous IAS 17 standard on lease accounting and the interpretations IFRIC 4, SIC-15 and
SIC-27. Application of the new standard is mandatory for fiscal years beginning on or after
January 1, 2019. Early application is permitted. The main changes introduced by IFRS 16
relate to lessee accounting. The differentiation between an operating lease and a finance lease
for the lessee is eliminated. The lessee must recognise an asset for the right to use a lease
object and a liability for the committed payment obligations for all leases ("right-of-use-
approach"). Exemptions are provided for "low-value" leases and short-term leases of 12
months or less. For "low-value" leases, this exemption applies even if their aggregate amount
is material. Simplified application consists of an option to apply the recognition and disclosure
requirements of IFRS 16.

There were only minimal changes to the accounting policies for the lessor. These changes
generally correspond to the previous provisions of IAS 17. As a result, the new standard is not
expected to have a material impact on the Group and Company financial statements as a
lessor. For leases where the Group and Company is the lessee, the amended accounting
principles will have an effect on the consolidated financial statements. One example is that
usage rights will be capitalised for leased properties. In addition, the nature of the expenses
associated with these leases will change as IFRS 16 replaces linear operating lease expenses
with amortisation of right-of-use assets and interest expense on lease liabilities. The application
will be made using the modified retrospective method cumulative catch up, in order to waive
the requirement of adjusting the previous year's figures. The Company and Group is expected
to make extensive use of the simplification provisions of IFRS 16 upon initial application, as the
Group and Company acts primarily as a lessor, no material impact on the consolidated financial
statements is expected based on initial assessments made by management. The Group and
Company expect an increase in total assets due to capitalising its usage rights in respect of
its leased offices of €1.3m.

The Group and Company only has four operating leases which are in respect of offices it uses
for its operations in Q House, Furze Road, Sandyford, Dublin 18. Details of these operating
leases are included in note 40.

(iv) IFRIC 23 “Uncertainty over income tax treatments”

IFRIC 23 was published in June 2017. The interpretation clarifies the requirements for the
recognition and measurement of uncertain income tax items. In assessing assumptions and
estimates, an entity must assess whether it is likely that the tax jurisdiction will accept the
income tax treatment. The interpretation is effective for the first time in fiscal years beginning
on or after January 1, 2019. Earlier application is permitted. The Company and Group is
currently examining the effects the application of the interpretation will have on the consolidated
financial statements. The Company and Group expects only minor effects because it has
already been following the interpretation for accounting.
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(a) Basis of preparation

The Group and Company’s financial statements have been prepared under the historical cost
convention, except where assets and liabilities are stated at fair value in accordance with
relevant accounting policies. The figures have been rounded to the nearest Euro.

The preparation of the Group and Company financial statements requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities

at 31 December 2018 and the reported amounts of revenues and expenses ¢"'ring the reporting
period. Although these estimates are based on management’'s best estimate of the amount,
event or actions, actual results ultimately may differ from those estimates, as outlined in note
4 (n).

The profit attributable to equity shareholders disclosed in the financial statements of the Parent
Company was €64.3m (2017: €28.9m). In accordance with Section 304 of the Companies Act
2014, GRENKE Finance PLC (the ‘Company’) is availing of the exemption from presenting its
individual Statement of Profit and Loss, which forms part of the approved Financial Statements,
to the Annual General Meeting and from filing it with the Registrar of Companies.

Basis of consolidation

The Group Financial Statements comprise the Financial Statements of the Company
undertaking and three structured entities, French fonds cummun de titrisation, FCT “GK”-
Compartement “G2” (FCT GK 2), FCT “GK”-Compartment “G3” (FCT GK 3) and an Irish limited
liability company Elektra Purchase No. 25 Limited.

Structured entities are entities in which voting or similar rights are not the dominant factors in
determining control, for example, when voting rights only relate to administrative tasks and the
relevant activities are governed by contractual agreements.

The Company has concluded that FCT GK2, FCT GK 3 and Elektra Purchase No 25 Limited

in whom the Company invests by way of subordinated loans and it consolidates meet the

definition of structured entities because:

e The voting rights in the SPV are not dominant rights in deciding who exercises control
due to the debt financing nature of securitisation and net assets are virtually nil;

e Each SPV activity is restricted by a prospectus;

The basis for consolidating the three entities is set out in note 4 (m).

Subsidiaries

Subsidiary undertakings are included in the Group Financial Statements from the date on which
control over the operating and financial policies is obtained, and cease to be consolidated from
the date on which control is transferred out of the Group. The Group controls an entity when it
is exposed to, or has the rights to, variable returns from its involvement with the entity and has
the ability to affect those returns through its power over the entity. All inter-group transactions,
balances and unrealised gains on transactions between Group undertakings are eliminated on
consolidation.

(b) Leases
A lease agreement is an agreement under which the lessor transfers to the lessee the right to

use an asset for an agreed period in exchange for a payment or series of payments.
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Leases are classified as operating or finance leases. The determination of whether an
arrangement is or contains a lease is based on the substance of the arrangement at inception
date, based on an assessment of whether the fulfilment of the arrangement depends on the
use of a specified asset and the arrangement conveys a right to use the asset.

The Company and Group as lessor
The Company and Group as lessor only has finance leases

Under a finance lease, all material risks and rewards incidental to legal ownership are
transferred from the lessor to the lessee.

Assets under finance leases are initially recognised in the balance sheet as lease receivables
at the net investment value, i.e. the present value of the residual receivables from all lease
agreements existing at the end of a financial year. The lease payments are divided into interest
payments and principal repayments in such a way as to achieve a constant periodic rate of
interest on the receivable. Initial direct costs, such as dealer commissions, incurred in
connection with concluding the contract are included in the calculation of the net investment in
the asset.

The Company and Group as lessee

The Company and Group as lessee only has operating leases for the offices it rents, units 209
& 210, 306 & 307, 310 and 410 & 411 in Q House, Furze Road, Sandyford, Dublin 18. Details
of the operating lease are in note 40.

Lease payments for operating leases are recognised on a straight-line basis over the lease
term as an expense in the statement of profit and loss under operating expenses. Contingent
rental payments are recognised as expenses in the period in which they are incurred.

(c) Operating expenses

Operating expenses are expenses incurred on the day to day running of the business. They
are charged to the statement of profit or loss on an accruals basis.

(d) Exceptional items

Exceptional items are those that are separately disclosed by virtue of their nature or amount in
order to highlight such items within the Group Statement of Profit or Loss and results for the
year. Examples of such items may include but are not limited to, significant or unusual non-
recurring expense items.

Group management exercises judgement in assessing each particular item which, by virtue of
its scale or nature, should be highlighted and disclosed in the Group Statement of Profit or Loss
and notes to the Group Financial Statements as exceptional items. Exceptional items are
included within the Group Statement of Profit or Loss caption to which they relate and are
separately disclosed in the notes to the Group Financial Statements.
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(e) Foreign currency

The financial statements are prepared in Euro (‘€’), using the functional currency concept. The
functional currency of the Group and Company is the Euro (‘€’) the national currency of all four
entities in the Group.

Transactions in a currency that differs from the functional currency are first translated into the
functional currency at the prevailing spot rate on the day of the transaction Monetary assets
and liabilities denominated in a foreign currency are translated into the functional currency
using the closing rate on each reporting date. The translation differences that result are
recognised through profit and loss.

Currency translation was based on the following exchange rates:

Exchange Average Rate Exchange Average Rate
31 Dec 2018 2018 31 Dec 2017 2017

CHF 1.1269 1.1549 1.1702 1.1116
CzZK 25.7240 25.6432 25.5350 26.3272
SEK 10.2548 10.2567 9.8438 9.6369
DKK 7.4673 7.4532 7.4449 7.4387
PLN 4.3014 4.2606 41770 4.2563
GBP 0.8945 0.8847 0.8872 0.8761
NOK 9.9483 9.6006 9.8403 9.3286
HUF 320.9800 318.8250 310.3300 309.2725
RON 4.6635 4.6541 4.6585 4.5687
TRY 6.0588 5.6986 4.5464 4.1214
AED 4.2046 4.3398 4.4093 4.1492
CAD 1.5605 1.5302 1.5039 1.4644
HRK 7.4125 7.4182 7.4400 7.4644
SGD 1.5591 1.5928 1.6024 1.5582
AUD 1.6220 1.5799 1.5346 1.4729

() Measurement of fair values

The Group and Company measures derivative financial instruments at their fair value through
the statement of profit or loss. The fair value of financial instruments measured at cost are
presented in note 39.

The fair value is the amount that would be obtained upon the sale of an asset in an arm's length
transaction between market participants at the valuation date as part of an orderly business
transaction under current market conditions or the amount to be paid for the transfer of a
liability. Measuring the fair value assumes that the transaction leading to the sale of the asset
or the transfer of the liability takes place on the asset's principal market or the principal market
for the transfer of the liability or, if such a principal market is not available, on the most
favourable market for the asset or for the transfer of the liability.
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Fair value is determined as per a certain period in time and by applying those assumptions that
representative market participants would take into consideration in pricing. With respect to
pricing, it is assumed that market participants act in their own best economic interests.

When measuring the fair value of non-financial assets, that market participant's ability to
generate an economic benefit is taken into account through the greatest and best use of the
asset or through the sale of the asset to another market participant who finds the greatest and
best use for the asset.

The Group and Company uses observable market data, as far as possible, for determining the
fair value of an asset or a liability. The fair values are assigned to different levels in the fair
value hierarchy based on the input parameters used in the valuation methods:

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

o Level 2: Measurement procedures in which all input factors having a significant effect
on the recognition of fair value are directly or indirectly observable;

e Level 3: Measurement procedures which use input factors that have a significant effect
on the fair value recognised and are not based on observable market data.

If the input factors used to determine the fair value of an asset or a liability may be assigned to
different levels in the fair value hierarchy, then the measurement at fair value is completely
assigned to that level in the fair value hierarchy which corresponds to the lowest input factor
that is material for the overall measurement.

The Group and Company recognises reclassifications between the different levels of the fair
value hierarchy at the end of the reporting period in which the change has occurred. In the
reporting year, there were no reclassifications between the three levels of the measurement
hierarchy.

(g) Financial Instruments

Categories of financial instruments
Financial instruments within the scope of IFRS 9 are divided into the following classes:

Financial assets
Measured at amortised cost

e Cash and cash equivalents, reserve accounts, amounts due from group undertakings,
amounts due from franchisees, and trade and other receivables.

At fair value through profit or loss

e Derivative financial instruments measured at fair value without hedging relationship,
subordinated loans.

At fair value through other comprehensive income

o Derivative financial instruments measured at fair value with hedging relationship
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Financial liabilities
Measured at amortised cost and other comprehensive income

e Debt securities in issue, amounts owed to GRENKE AG Group undertakings, asset
based liabilities, bank loans, accruals and deferred income.

At fair value through profit or loss

o Derivative financial instruments measured at fair value without hedging relationship
At fair value through other comprehensive income

o Derivative financial instruments measured at fair value with hedging relationship

Derivatives

The derivative financial instruments (derivatives) used in the Group and Company, insofar as
they are not used as hedging instruments in a hedging context in accordance with IFRS 9, are
classified as measured at fair value through profit or loss and are therefore necessarily
measured at fair value through profit or loss in both initial and subsequent measurement.

Embedded derivatives are derivatives that are embedded in original financial instruments. In
accordance with IFRS 9, only those derivatives that are embedded in financial liabilities and
non-financial host contracts are separated. Under IFRS 9, financial assets are assessed as a
whole, which means that there is no longer a separate accounting treatment between the host
instrument and the embedded derivative. Instead, financial assets are classified based on the
business model and their contractual terms.

Separation in the balance sheet is only required if the following three conditions are met:

e The economic characteristics and risks of the embedded derivative are not closely
related to those of the host contract,

e a stand-alone derivative with the same terms as the embedded derivative meets the
definition of a derivative, and

e The original financial liability is not measured at fair value through profit or loss.

In this case, the embedded derivative to be separated is recognised at fair value. Changes in
the fair value of financial assets and liabilities measured at fair value through profit or loss are
recognised in the statement of profit and loss. In contrast, the basic contract is accounted for
and measured in accordance with the provisions of the category assigned to the financial
instrument.

When a derivative is designated as the hedging instrument in a hedge of the variability in cash
flows attributable to a particular risk associated with a recognised asset or liability or highly
probable forecast transaction that could affect profit or loss, the effective portion of changes in
the fair value of the derivative is recognised in other comprehensive income and presented in
the hedging reserve within equity. Any ineffective portion of changes in the fair value of the
derivative is recognised immediately in profit or loss. The amount recognised in the hedging
reserve is reclassified from other comprehensive income to profit or loss as a reclassification
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adjustment in the same period as the hedged cash flows affect profit or loss, and in the same
line item in the statement of profit or loss and other comprehensive income.

If the hedging derivative expires or is sold, terminated or exercised, or the hedge no longer
meets the criteria for cash flow hedge accounting, or the hedge designation is revoked, then
hedge accounting is discontinued immediately. If the hedged cash flows are no longer expected
to occur, then the Group immediately reclassifies the amount in the hedging reserve from other
comprehensive income to profit or loss. For terminated hedging relationships, if the hedged
cash flows are still expected to occur, then the amount accumulated in the hedging reserve is
not reclassified until the hedged cash flows affect profit or loss.

Non-derivative financial assets

According to IFRS 9, the classification of financial assets depends on whether it is a debt
instrument, a derivative or an equity instrument. IFRS 9 requires that the classification of
financial assets be determined both on the basis of the business model used to manage the
financial assets and the contractual payment flow characteristics of the financial asset (so-
called "SPPI"; Solely Payment of Principal and Interest).

The business model determines how the future cash flows from the financial assets are to be
realised. The assessment of the business model does not depend on management's intention
to use an individual asset, but rather on the decision to classify it at a higher level of
aggregation, e.g. for a portfolio. The decisive factor for assessing the business model in
accordance with IFRS 9 is the way in which cash flows are generated within the respective
business model. This is achieved by receiving the contractual cash flows, by selling the
financial assets or by a combination of both.

The following factors must be taken into account when determining the business model:

¢ Objectives set for each portfolio by persons in key positions as defined by IAS 24

o The likely implementation of these objectives in practice

e The risks affecting the results of the business model and, in particular, the way these
risks are managed

e Performance measurement for the portfolios

e Remuneration models for persons responsible for managing portfolios

It follows from this that it is not the designation of the business model but the actual
management that is decisive for the assessment. The determination of the business model is
therefore not an option, but is based on observable facts.

In addition to the business model condition, a review of the characteristics of the contractual
cash flows ("SPPI") must be carried out, which requires that the contractual terms of the
financial instrument in question result in payments at specified points in time that consist
exclusively of interest and redemption payments. In contrast to the assessment of the business
model, each financial instrument must be considered individually. The allocation to the
business model is made on a portfolio basis, while the SPPI criterion must be reviewed for
each individual financial instrument assigned to the "hold" or "hold & sell" business model.

IFRS 9 provides for four types of subsequent measurement of financial assets, depending on
the respective business model and compliance with the SPPI criterion:
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e Valuation at amortised cost (AC)
o At fair value through profit or loss with recycling (fair value through OCI with
recycling/FVOCImR)
e Fair value through OCI without recycling/FVOCIoR (not affecting income)
e At fair value through profit or loss (fair value through P&L/FVPL), divided into
mandatory fair value accounting and held for trading purposes
[ ]
Receivables from performing and non performing lease receivables are classified in
accordance with IAS 17. Reference is made to note 4 (n).

Financial assets at amortised cost

Debt instruments are recognised at amortised cost if the contractually agreed payment
characteristics consist exclusively of principal and interest payments on the outstanding
principal amount and are part of a business model whose objective is to hold financial assets
in order to collect the contractual cash flow of the financial asset ("SPPI criterion"). Financial
assets in the category at amortised cost are reported in the balance sheet under reserve
accounts, amounts due from group undertakings, amounts due from franchisees, trade and
other receivables, and cash and cash equivalents.

In the category "at amortised cost", all financial assets previously reported under the previous
IAS 39 measurement category "loans and receivables" are disclosed.

Financial assets at fair value with changes in value in other comprehensive income (FVOCI)
Financial assets whose cash flows also meet the SPPI criterion and are allocated to the "hold
& sell" business model are measured at fair value through profit or loss with recycling
(FVOCImR). The Group and Company does not have any instruments that are assigned to the
"hold and sell" business model and therefore does not use the classification.

Category of financial assets at fair value with changes in value in profit and loss (FVPL)
Subsequent measurement at fair value with recognition of the fluctuation in value in the
statement of profit and loss (FVPL) is mandatory if either the financial instrument has not been
allocated to a portfolio of the other business models mentioned above (AC, FVOCImR,
FVOCIoR) or its cash flows do not meet the SPPI criterion.

Since subordinated loans and derivatives do not have fixed repayment amounts, subsequent
measurement at amortised cost is not possible. They must always be measured at fair value
with recognition of the fluctuation in value in the statement of profit and loss, unless they are
designated hedge relationships. With the exception of subordinated loans and derivatives, the
Group and Company does not hold any financial assets at fair value through profit or loss as
of the balance sheet date.

Recognition and initial measurement of financial assets
Subordinated loans and reserve accounts, amounts due from GRENKE AG Group
undertakings, amounts due from GRENKE AG Group franchisees, trade and other receivables
are initially recognised when they are originated. All other financial assets are initially
recognised when the Group becomes a party to the contractual provision of the instrument.
With the exception of trade receivables without significant financing components, which are
measured at the transaction price, financial instruments are initially measured at fair value. For
financial instruments that are not measured at fair value through profit or loss, individually
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attributable transaction costs that increase the fair value of financial assets must also be
included in the fair value as incidental acquisition costs.

Classification and subsequent measurement

Financial assets are allocated to the measurement categories upon initial recognition.
Reclassifications, where appropriate, are made prospectively as per the first day of the first
reporting period following the change in the business model. The business model is discussed
on page 2 of the directors report. No reclassifications took place during the reporting periods.
All customary purchases and sales of financial assets use settlement date accounting.
Purchases and sales of financial assets customary for the market are transactions that require
delivery of assets within the period generally established by regulation or standard practice in
the marketplace.

After initial recognition, financial assets measured at amortised cost are measured using the
effective interest method less impairment losses.

Amortised cost is calculated taking into account all discounts and premiums on acquisition and
includes all fees that are an integral part of the effective interest rate and transaction costs.
Gains and losses are recognised in profit or loss when financial assets measured at amortised
cost are derecognised or impaired and through the amortisation process.

Impairment of financial assets

The Group and Company determines the impairment of financial assets or a group of financial
assets at each balance sheet date based on a model of expected credit losses in accordance
with the provisions of IFRS 9. The calculation is based on the expectations prevailing at this
time.

The rules for impairment under IFRS 9 are applied to debt instruments measured at amortised
cost or at fair value with changes in value in other comprehensive income (FVOCI), to lease
receivables in accordance with IAS 17 "Leases". Equity instruments are not subject to the
impairment provisions of IFRS 9.

The standard provides for the calculation of expected credit losses on the basis of a three-step
approach. Under the general approach, the loss from expected default events in the following
year (12M-ECL) is recognised as a provision for possible loan losses on initial recognition
(Level 1). If there is a significant deterioration in the credit risk since initial recognition, but
there is still no impairment of creditworthiness, provisions are recognised in the amount of the
expected credit losses over the entire remaining term of the contract (lifetime expected loss,
LT ECL) (Level 2). If there is a creditworthiness impairment (default), the allowance for losses
on loans and advances must also be calculated in the amount of the expected losses over the
entire remaining term of the contract on the basis of the estimated expected cash flows for the
asset (LT ECL) (Level 3).

Financial assets are generally recognised at Level 1 upon initial recognition. Financial
instruments that are already considered impaired at the time of acquisition ("Purchased or
Originated Credit Impaired Financial Assets - POCI") are an exception. These are not allocated
to any of the three levels, but are treated and reported separately. Level 1 also includes all
transactions with a low credit default risk.
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For financial instruments classified as POCI, no valuation allowance or provision is recognised
at the time of acquisition. They are measured at fair value. In subsequent measurement, the
allowance for losses on loans and advances corresponds to the cumulative change in the

LT ECL since time of acquisition. A financial instrument classified as a POCI at initial
recognition is measured at amortised cost until it is derecognised unless there is a change in
business model.

In addition to the general approach (3-step model), IFRS 9 permits a simplified procedure as
an option for trade receivables and contract assets resulting from transactions that fall within
the scope of IFRS 15 and that contain a significant financing component in accordance with
IFRS 15, as well as for leasing receivables that fall within the scope of IAS 17. Under the
simplified procedure, the change in credit risk does not have to be tracked. Instead, it must
recognise a provision for losses on loans and advances in the amount of the expected losses
over the entire term, both upon initial recognition and at each subsequent reporting date.

In order to determine the expected credit loss provision for leasing receivables, the option of
exercising this right was waived. Therefore, the general approach and the classification of
leasing receivables into three levels are applied. At the beginning, all leasing receivables are
in Level 1 and remain in this level as long as their credit risk does not deteriorate significantly.
The Group and Company uses the expected loss resulting from the consideration of loss events
that may occur within twelve months of the balance sheet date as risk provisioning. Lease
receivables that have not yet defaulted but whose credit risk has deteriorated significantly are
assigned to Level 2. The Group and Company assume a considerable deterioration in the credit
quality of leasing receivables if contractually agreed payments are overdue by more than 30
days or if the estimated probability of default has deteriorated in a comparable manner as was
observed in past cases with 30 days overdue. For Level 2 lease receivables, we recognize the
expected loss for the entire remaining term as a provision for possible loan losses. Level 3
contains leasing receivables that the Group and Company classifies as in default. In concrete
terms, leasing receivables are classified as in default if the contractually agreed payments are
more than 90 days overdue or the contract has been terminated by GRENKE Finance PLC.
The Group and Company uses the expected losses as a risk provision, taking into account the
fact that the leasing receivable has already impaired its creditworthiness and therefore the
probability of default is 100%. The receivables remain in Level 2 or 3 as long as the conditions
for these levels are met, otherwise they are reassigned to the appropriate lower level as
conditions change.

In the case of receivables from terminated leasing agreements or from overdue payments on
current leasing agreements ("non-performing leasing receivables"), the default risks are
determined using percentages and processing categories. This is described in note 4 (n). In
the Group and Company, a lease agreement is predominantly treated as a "non-performing
lease receivable" as soon as the second lease installment is not paid. In most cases, the
agreement is then terminated and the present value of the outstanding installments is claimed
as damages. This amount is considered non performing. It is reported in the statement of profit
and loss under the item lease income.

In the case of receivables from subordinated loans, amounts due from GRENKE Group

companies and amounts due from franchisees, the expected loss of twelve months (12M ECL)

is already recognised as an impairment on initial recognition. A significant deterioration in loan

receivables occurs when a payment default of more than 30 days has been reached or the
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receivable is placed in so-called intensive care. In this case, the impairment loss that is
recognised is the amount of the expected losses over the entire term of the contract (LT ECL).
Receivables that, among other things, are more than 90 days in arrears or are undergoing
restructuring or credit settlement are classified as non performing or defaulted.

Measurement according to the simplified procedure, the concept of life long loan defaults, is
always applied to trade receivables and contractual assets without an essential financing
component. The Group applies this simplified impairment model for trade receivables under
which an impairment loss equal to the expected loss over the remaining term (LT ECL) is
recognised for all receivables regardless of their credit quality. Estimated bad debt losses for
trade receivables are determined on the basis of experience with actual bad debt losses and
common credit risk characteristics and days past due in recent years in an expert estimate.

Cash and cash equivalents at banks or financial institutions are classified according to credit
ratings determined by monitoring published external credit ratings. The estimated allowance
for cash and cash equivalents was calculated on the basis of expected losses within twelve
months. The default rate used to determine the Group and Company’s allowance for losses on
loans and advances is based on historical defaults on corporate bonds with corresponding
credit ratings from external sources.

For Level 1 and Level 2 financial assets, the Group calculates interest income using the
effective interest rate method on the gross carrying amount (i.e. without deducting expected
loan defaults). The interest income for financial assets in Level 3 is calculated using the
effective interest method on amortised cost (i.e. the gross carrying amount less credit risk
provisions). For financial assets that qualify as POClIs, interest income is calculated on the
amortised cost of those assets using a credit adjusted effective interest method at initial
recognition.

Derecognition of financial assets

A financial asset (or part of a financial asset or part of a group of similar financial assets),
including any related impairment losses, is derecognised when the conditions are met. This is
usually the case in the Group and Company if they are classified as uncollectible, i.e. if there
is no reasonable expectation of recovery, and all collateral has been utilized and realized.

If the Group and Company transfers its contractual rights to cash flows from an asset but
neither transfers nor retains substantially all the risks and rewards incidental to ownership of
the asset and, in the process, retains control of the transferred asset, it continues to recognise
the transferred asset to the extent of its continuing involvement.

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position consist of cash in hand and at
banks with a term of less than three months. Cash and cash equivalents are measured at
amortised cost. For the purposes of the cash flow statement, current account liabilities are
deducted from cash and cash equivalents.

Trade receivables and other financial assets
Trade receivables and other financial assets are initially recognised at fair value and
subsequently measured by the Group and Company at amortised cost using the effective
interest rate method.
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Financial liabilities

Financial liabilities are initially recognised at fair value less transaction costs. In subsequent
periods, they are recognised at amortised cost. The transaction costs deducted and any
discounts incurred are amortised on a straight line basis over the term in the statement of profit
and loss.

Liabilities from refinancing resulting from the sale of leasing receivables to the respective
refinancer are recognised at amortised cost. When the loan is repaid, the regular payments are
divided into an interest component and a redemption component. The interest portions are
shown under expenses from the interest on the refinancing.

Financial liabilities are derecognised when the obligation underlying the liability is discharged
or finally expires. If an existing financial liability is exchanged for another financial liability from
the same lender with substantially different contractual terms, or if the terms of an existing
liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability. A criterion that results
in a material change to the contract is when the discounted present value of the cash flows of
the new terms differs by at least 10 % from the discounted present value of the remaining cash
flows of the original debt instrument. The difference between the respective carrying amounts
is recognised in profit or loss.

Designation at FVPL

To avoid accounting mismatches resulting from the classification of a financial asset or financial
liability that would otherwise result from the measurement of assets or liabilities or the
recognition of gains or losses on a different basis, a financial asset or financial liability may be
measured irrevocably at fair value on initial recognition and the changes in value classified in
the statement of profit and loss. The Company and Group does not currently apply the fair
value option.

Trade payables
Trade payables are initially recognised at fair value; in subsequent measurement, the Company
and Group measures them at amortised cost plus any directly attributable transaction costs.

(h) Leased assets held for sale

Leased assets held for sale are recognised at their recoverable amount. They are determined
on the basis of historical values.

(i) Property, plant and equipment

Property, plant and equipment are carried at cost less accumulated depreciation and
impairment losses. Financing costs are capitalised if the necessary conditions are met.
Property, plant and equipment are depreciated on a straight-line basis over their estimated
useful lives. When items of property, plant and equipment are disposed of, the corresponding
acquisition costs and accumulated depreciation are derecognised; realized gains or losses on
disposal are recognised in the statement of profit and loss as other operating income/expenses.

The depreciation rates are based on the following estimated useful lives:
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Operating and office equipment:
e Leasehold improvements 10 years
e Fixtures & Fittings 3 - 20 years (IT hardware 3 Years)

The useful lives and depreciation methods of property, plant and equipment are reviewed
periodically to ensure that the depreciation method and the depreciation period are consistent
with the expected pattern of economic benefits embodied in the items of property, plant and
equipment.

() Pensions

The Group and Company makes contributions to defined contribution plans. The Group and
Company has no obligations to these plans other than the contributions due in return for
services of employees. These contributions are recognised as expenses when the employees
have rendered their services.

(k) Taxes

Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The calculation of the amount
is based on the tax rates and tax laws enacted or substantively enacted at the balance sheet
date.

Deferred tax liabilities and deferred tax assets

Deferred tax liabilities are determined using the balance sheet liability method. Deferred
income tax reflects the net tax effect of temporary differences between the carrying amount of
an asset or liability in the balance sheet and its tax base.

Deferred tax assets are recognised for unused tax loss carryforwards to the extent that it is
probable that future taxable profit will be available against which the unused tax loss
carryforwards can be utilized. Deferred tax assets and liabilities are recognised using the tax
rates expected to apply in the period in which the temporary differences are expected to
reverse. The tax rates used are those that are enacted or substantively enacted by the balance
sheet date.

Deferred taxes relating to items recognised directly in equity are not recognised in the
statement of profit and loss but in equity. The measurement of deferred tax liabilities and
deferred tax assets must take into account the tax consequences of the manner in which an
entity expects to recover the carrying amount of its assets or settle its liabilities at the balance
sheet date. Deferred tax assets and liabilities are not discounted.

Value-Added Tax
Revenue, expenses, and assets are recognised net of VAT, with the following exceptions:

a. The VAT incurred on a purchase of assets or services is not recoverable from the tax
authorities, in which case the VAT is recognised as part of the acquisition costs of the asset
or as part of the expense item;
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b. Stated receivables and liabilities include VAT.
() Revenue recognition

The Group and Company recognises income when it fulfils a performance obligation by
transferring a promised good or service to a customer. The transfer is deemed to have occurred
when the customer has obtained control over this asset.

The prerequisite for this is identifying the contract with the customers, in which the contracting
parties agreed to the contract; the corresponding rights of the goods or services to be
transferred; the payment terms; the economic substance of the contract and whether the
receipt of the consideration is probable.

The Group and Company is required to identify the performance obligations for each contract.
When identifying the contractual performance obligations, any commitment to supply a good
or to provide a service under a contract with a customer must first be identified. If goods and
services from a contract have been identified, there is then an assessment as to whether these
goods and services should be considered separate service obligations or whether certain
services should be deferred from the overall package of services.

In determining the transaction price, the Group and Company estimates the fee based on the
identified customer contract that can be claimed in exchange for the goods or services supplied.
The variable purchase price components, fees to customers, non-cash consideration as well
as material financing components are taken into account when determining the transaction
price.

The transaction price is to be allocated to the individual performance obligations of the contract
identified. The Group and Company allocates the transaction price generally on the basis of
the individual selling prices. Individual selling prices are the prices at which a good or service
would be sold separately at the time the contract begins or at the time the contract is concluded.
Contracts that contain multiple performance obligations are referred to as multi-component
contracts. When the actual individual selling prices are not immediately apparent, they are then
estimated by the Group and Company. The individual selling price estimate takes into account
all available information and uses as many observable parameters as possible. Estimates are
calculated based on the market price as part of the adjusted market assessment approach.

The Group and Company takes into account all separately recognised benefit obligations of
the relevant customer contract that were previously identified within the framework of the
allocated transaction prices. Revenue is recognised either at a single point in time or over the
period of time that the performance obligation is fulfilled.

Income from leasing when the Group and Company is the lessor
Please see the information in note 4 (b).

Income from protecting lease equipment
The lease assets must be included under the group insurance policy of the Group and
Company unless the lessees themselves insure the lease asset. For this service, the lessee
will be charged fees that are recognised as income. The Group and Company acts as the agent
between the lessee and the insurer. When recognising the income from service business,
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discretionary power over a certain period of time can be said to be fulfilled, meaning the income
must also be realised over this period.

Sale of leased assets

Proceeds from the sale of lease assets are recognised when GRENKE fulfils a performance
obligation by transferring the promised good to a customer. The transfer occurs when the
customer obtains control over this asset.

Proceeds from sales after the end of the basic lease term or due to the mutually agreed early
termination of the contract and sale proceeds from defective lease contracts are recognised in
the line item in operating expenses losses on disposal of lease objects.

(m) Accounting judgements

In applying the accounting policies, the senior management has made the following
judgements that substantially influence the recognition and amounts in the financial
statements. This does not include those decisions involving estimates.

Consolidation of structured companies
For refinancing, the Company uses various structured entities in the form of asset-backed
commercial paper programmes ("ABCP programmes").

A significant activity over the term of these programmes is the selection of the receivables to
be transferred. Furthermore, the initial selection of the receivables for each structured entity is
defined according to specific selection criteria. In the event of a default of receivables, the
settlement is managed by the Company. The opportunities and risks of the receivables of the
structured entity remain in the Company. In the case of a revolving receivables purchases or
sales, the variable returns may be affected in such a manner that the part of the investee is
controlled as a fictitious separate entity.

At FCT GK 2, 50% of the shares of the funds are held by the Company and are included in
consolidation. The shares that are directly held by the Company are an indication for the
inclusion in the scope of consolidation, but not the decisive criteria since all assumptions
contained in IFRS 10 must be met for consolidation. FCT GK 2 is included in the scope of
consolidation since all control factors are met, and the Company controls the entity by having
the power to direct the relevant activities, having the right of variable returns, and also having
the power to affect the amount of the returns. In contrast to FCT GK 2, there are no participating
interests in the case of FCT GK 3 (all other parameters are identical). As with FCT GK 2,
consolidation is based on control criteria and not ownership because voting rights or similar
rights are not the decisive criteria for determining control. For both, FCT GK 2 and FCT GK 3,
control is to be confirmed, which results in a consolidation requirement.

Similarly with Elektra Purchase No. 25 Limited the Company has no participating interests but
the Company controls the entity by having the power to direct the relevant activities, having the
right of variable returns, and also having the power to affect the amount of the returns.

As per December 31, 2018 and December 31, 2017 and during both years, the Company did
not hold any interests where it did not have the controlling influence. Therefore, there were no
significant restrictions due to protection rights in favour of these shareholders.
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Leasing

In its analysis of the terms and conditions of almost all lease agreements during the basic lease
term, the Company and Group as lessor has established that all significant opportunities and
risks associated with the ownership of the leased assets concerned are transferred to the
lessee. Accordingly, these leases are fully accounted for as finance leases.

(n) Use of assumptions and estimates

In preparing the company and consolidated financial statements, assumptions and estimates
have been made that have an effect on the recognition and amount of assets, liabilities, income,
expenses and contingent liabilities.

These assumptions and estimates relate primarily to the uniform determination of useful lives,
the measurement of provisions, the impairment of receivables, the recognition of recoverable
residual values of leased assets, and the realisability of future tax benefits. In individual cases,
the actual values may differ from the assumptions and estimates made. Changes are
recognised in the statement of profit and loss when more reliable information is available.

Significant estimation uncertainties and the associated disclosure obligations exist in the
following areas:

Determination of valuation allowances on leasing receivables

Current leasing receivables (performing leasing receivables) are to be valued in accordance
with the provisions of IAS 17. Adequate risk provisioning within the meaning of IFRS 9 must
be taken into account. The Company and Group uses the expected credit loss (ECL) model to
determine the expected loss and thus the risk provision. The ECL is calculated by multiplying
the three parameters: Probability of Default (PD), Loss Given Default (LGD) and Exposure at
Default (EaD). This standard formula for determining the expected loss takes into account the
probability of default (PD), the maximum possible loss to be expected in the event of default
(EaD) and ultimately the actual loss (LGD). Depending on whether the twelve-month period or
the entire remaining term is considered, different models are used to estimate the parameters
that take account of the period under consideration.

The individual parameters are described below.

e PD: The model for the probability of default is determined using a recognised
mathematical-statistical procedure. The model weights input variables and calculates
an estimate for the probability of default. Our PD models incorporate variables from
three areas. These are customer-specific variables, contract-specific variables and
variables that provide information about the lessee's observed payment behaviour. The
use of macroeconomic variables was investigated. Since the models that included
macroeconomic variables had no advantages, they were not used.

e EaD: We calculate the EaD for leasing receivables as the sum of the outstanding
installments and the IFRS residual value at the time of damage. Since the time at which
the loss event occurs is unknown at the reporting date, there is a certain degree of
uncertainty as to the amount of the EaD. Based on past experience, we make an
assumption about the distribution of loss events in the observation period and take this
into account in our EaD model.
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e LGD: The LGD models reflect past experience with loss events and determine the ratio
of the loss to the estimated EaD. If there is not enough data for individual countries to
determine the LGDs, average values of the GRENKE Group are used.

The effectiveness of the ECL model and the submodels is based on the results and validated
at least once a year and updated if necessary. In addition, backtesting of previously determined
models takes place.

Lease agreements that have been terminated or are in arrears ("non-performing lease
receivables") are carried at amortised cost, taking appropriate expected credit loss adjustments
into account. The amount of the necessary value adjustments is determined on the basis of
percentages and processing classes. Percentages are determined using statistical methods.
The validity of the rates is reviewed once a year. The processing statuses are grouped together
in processing categories, which were created with risk considerations in mind.

The following table lists the processing categories in the leasing business:
Category Description

0 Current contract not in arrears

N

Current contract in arrears

Terminated contract with serviced instalment agreement

Terminated contract (recently terminated or court order for payment applied for)

Legal action (pending or after objection to court payment order)

Order of attachment issued/Debt-collecting agency commissioned

Statement in lieu of oath (applied for or issued) and insolvency proceedings instituted but not completed

Derecognised

Being settled (not terminated)

© | [N o o |d W [N

Discharged (completely paid)

For processing classes 2 to 7, a devaluation is to be assumed, as the contracts have been
terminated due to payment defaults. The value adjustment rate ranges between 5 % and 100
%. In the 2018 financial year, a small adjustment was made to the allowance rates. Guaranteed
and non-guaranteed (calculated) residual values are taken into account when determining the
present value of lease receivables in accordance with the definition in IAS 17. The calculated
residual values include not only the expected proceeds from realisation but also, in particular,
the proceeds that may accrue in the course of an extension period. These are calculated using
empirical values from the past and statistical methods.

Determination of valuation allowances on amounts due from group companies

The company since incorporation in 2003 has had €nil losses on loans provided to group
companies. Itis therefore extremely difficult to estimate future expected credit losses on loans
from group companies. €1.8b of the loans provided by the Company to group companies are
used by the group companies to finance a highly diversified portfolio of low value finance leases
to a highly diversified customer base. The balance of €30m of the amounts due to group
companies is used to finance the purchase of low value invoices in Germany and Switzerland.
GRENKE AG, the Companies ultimate parent has also provided a guarantee in respect of €1.4b
of the amounts due to Group Companies at 31 December 2018. The Company and Group
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consider it unlikely that there will be future expected losses on loans from Group companies
due to the underlying assets in the Group companies and the guarantee from its parent
GRENKE AG. The Company and Group have therefore concluded that the most appropriate
measurement for future expected credit losses is to use the GRENKE AG Group 1yr risk of
default as determined by Bloomberg because the Company believes there will only be a default
on Group loans if the GRENKE AG Group is in default in respect of its financing obligations.

Consideration of calculated residual values at the end of the contract term in determining the
present value of lease receivables.

The residual values calculated at the end of the contract period are determined according to
the expiration groups of the respective lease contract and, based on past experience amount
to between 3.0% and 16.0% of the acquisition cost for additions since January 1, 2018.

Proceeds are best estimated on the basis of statistical analyses. If the post-transaction
recoverable amount is lower than expected (from sale and subsequent lease), the lease
receivables are non performing. However, an increase in the recoverable amount remains
unrecognised.

The strong growth generated in earlier periods meant that expiring contracts resulted in
increasingly higher expenses from the derecognition of carrying amounts at the end of the basic
lease period. The corresponding revenue from subsequent leases, on the other hand, is only
gradually recognised in profit and loss in later periods. The accounting for the respective assets
in the subsequent lease period does not allow for offsetting the relevant income and expenses
in the same period so as to reflect the actual economic situation. This can lead to a negative
result from gains/losses from disposals (loss from disposals). Over the total period, the revenue
still generated from subsequent leases is expected to result in a break-even result from
disposals.

Recognition and measurement of actual tax refund claims and tax liabilities

Due to the complexity of tax legislation, taxpayers and local tax authorities may have varying
constructions and interpretations of the tax laws. This can lead to subsequent tax payments for
prior fiscal years. Tax provisions are recognised in the event that the amounts stated in the tax
declarations are not likely to be realised (uncertain tax items). The amount is determined from
the best estimate of the anticipated tax payment. Tax receivables from uncertain tax items are
recognised when it is probable and adequately ensured that they can be realised. The
assumptions are based on the management’s assessment of the amount of uncertain tax items.

(o) Non distributable reserve

The Directors in years prior to the current year resolved to move final profits to a non-
distributable reserve account as part of its parent's GRENKE AG capitalization requirements
as a consequence of GRENKE Bank AG being a member of the GRENKE AG Group.
GRENKE AG no longer has these capitalisation requirements.

51



GRENKE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2018 (Continued)

5. SEGMENTAL REPORTING

GRENKE Finance PLC has two distinct businesses; leasing and treasury. The leasing business
is small ticket business to business leasing of principally office equipment which is carried out
in eleven European Countries. The treasury business provides long term and short term loans
to members of the GRENKE AG Group and franchises of the GRENKE AG Group who utilise
the funds to carry out small ticket business to business leasing of principally office equipment
and small ticket factoring of debt. The figures below provide details of the revenue generated
for the year to 31 December 2018 and the operating assets of the two businesses at year end.
Interest expense and other charges, net (loss)/gain on financial instruments at fair value
through profit or loss, other operating expenses and taxation are the main components of the
statement of profit or loss that are not allocated to individual segments. The operating liabilities
of the business have not been disclosed separately because the Directors do not separate the
liabilities of the Group and Company between leasing and treasury when reviewing the
business or making decisions with regard to the business.

Restated
Consolidated Group Revenue 2018 2017
€ €
Leasing Income
France 76,923,305 69,922,918
Portugal 11,495,810 10,019,946
Spain 7,550,639 7,033,352
Netherlands 9,361,951 7,987,757
Romania 4,713,894 4,096,788
Finland 3,277,258 2,569,113
Germany 2,110,829 2,140,233
Hungary 1,545,063 1,379,259
Slovenia 1,089,326 1,839,261
Malta 835,146 610,272
Luxembourg 669,581 474,828
Italy 236,353 (132,449)
Leasing Income 119,809,155 107,941,278
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Consolidated Group Revenue

Treasury Income
Italy
Germany
UK
Denmark
Belgium
Spain
Canada
Sweden
Singapore
Slovakia
Australia
Czech

Dubai
Turkey
Ireland
Switzerland
Croatia
Finland
Luxembourg
Romania
Poland
Portugal
Malta

Latvia
France
Treasury Income

Expenses for impaired leases acquired under guarantee

Total operating income
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Restated
2018 2017
€ €
23,877,816 19,087,869
9,186,995 13,840,268
2,711,575 3,026,069
2,069,504 1,697,533
1,472,529 1,305,820
1,359,520 1,310,208
1,315,553 713,133
1,059,902 845,519
495,040 196,372
458,599 428,290
421,156 19,134
352,413 427,617
342,643 913,276
232,437 464,266
221,245 88,222
185,028 205,732
153,038 234,334
83,791 117,128
49,783 65,829
34,962 25,326
24,256 4,474
16,774 60,877
3,068 -
97 -
(14,864) -
46,112,860 45,077,296
(2,485,080) (2,705,052)
163,436,935 150,313,522
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5. SEGMENTAL REPORTING (Continued)

Consolidated Group operating assets allocated by segment: Restated Restated
2018 2017 1 January 2017
Leasing operating assets € € €
France 1,119,499,322 975,333,085 833,927,794
Portugal 132,746,374 115,581,885 108,162,460
Netherlands 126,559,459 107,657,512 91,058,029
Spain 152,908,536 113,089,483 89,102,216
Finland 64,254,209 44,385,151 29,093,627
Romania 40,966,451 32,712,428 25,735,653
Italy 35,446,735 36,271,482 37,884,465
Germany 25,933,261 26,033,248 25,701,939
Slovenia 18,772,385 16,679,514 13,937,384
Malta 16,187,332 11,591,580 8,854,349
Luxembourg 15,945,717 11,770,873 9,388,692
Hungary 14,260,614 12,118,941 9,673,787
Leasing operating assets 1,763,480,395 1,503,225,182 1,282,520,395
Treasury operating assets
Italy 1,078,025,676 824,065,745 577,779,298
Germany 539,006,047 503,604,812 490,154,698
Belgium 66,335,393 49,681,543 42,508,631
Denmark 61,148,146 59,994,287 51,526,514
Spain 48,760,946 39,584,062 42,864,427
United Kingdom 41,712,478 95,652,022 82,954,105
Sweden 38,913,865 36,878,046 23,954,526
Canada 31,855,306 19,448,786 10,038,655
Dubai 27,182,088 19,718,600 17,357,672
Czech 21,409,594 15,692,049 10,787,746
Australia 17,976,166 1,445,460 -
Singapore 15,730,015 5,368,968 2,194,682
Ireland 15,180,598 8,848,397 4,456,917
France 12,967,150 239,999 1,819,998
Switzerland 12,132,779 9,099,013 9,066,367
Slovakia 9,569,178 9,787,904 8,994,238
Other countries 1,854,664 15,774,611 11,498,497
Treasury operating assets 2,039,760,089 1,714,884,304 1,387,956,971
Non-operating assets 7,901,189 4,238,755 4,209,031
Total assets 3,811,141,673 3,222,348,241 2,674,686,397

The property, plant & equipment which are disclosed in note 19, the corporation tax disclosed
in note 25 and deferred tax note 27 have been classified as non-operating assets for segmental
reporting purposes.
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6. LEASE INCOME CONSOLIDATED

2018 2017
€ €
Lease income 119,735,151 106,098,638
119,735,151 106,098,638
7. NET IMPAIREMENT LOSS ON LEASES
Restated
2018 2017
€ €
Expected credit loss non performing lease (level 3) 11,325,667 4,767,717
Write off of impaired leases (level 3) 15,978,774 15,082,540
Amortisation of guarantee paid to franchisees 359,542 569,009
Expected credit loss provision performing lease (level 1/2 5,382,302 5,681,053
Expenses for non performing leases acquired under
guarantee (level 3) 2,485,080 2,705,052
Expenses for non performing leases acquired relating to
loans from group companies (level 3) 338,898 5,166
35,870,263 28,810,537

Details of how the expected credit loss on non performing leases and the expected credit loss
provisions are calculated are provided in note 4 (n).

GRENKE Finance PLC pays a premium to agents who are a franchise to buy leases which
become non performing. The franchisees to whom these premiums were paid have all since
become GRENKE AG group companies. The amortisation relates to leases written when they
were franchise companies. The obligation of the former franchisee to purchase non performing
leases which were written when they were franchise companies remains when the franchisee
joins the GRENKE AG Group. The amortisation of those premiums is written off to the
statement of profit and loss over the life of the relevant leases and if the lease becomes non
performing and is sold to the former franchisee the unamortised amount is written off
immediately to the statement of profit and loss.

Expenses for non performing leases acquired under guarantee relates to the expected credit
loss charge on lease acquired from GRENKE Bank AG under the guarantee agreement details
of which are provided in note 44.

Expenses for non performing leases acquired relating to loans from group companies relates
to the impairment charge on Czech leases which have been acquired under the secured loan
agreement with the Czech GRENKE Group company, GRENKEIleasing s.r.o.. The secured
loan is included in the secured loans in respect of payments made to purchase lease
receivables from GRENKE AG Group companies and the underlying lease object details of
which are included in note 23.
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8. INCOME FROM PROTECTING LEASE EQUIPMENT

Income from lessees for protecting lease equipment
Cost of equipment replaced

Insurance claims settled by insurer

2018 2017
€ €
33,753,289 28,539,432
(923,739) (680,711)
290,745 84,238
33,120,295 27,942,959

Some lessees pay fees to the Group and Company to protect the least equipment they have
leased. When this fee has been paid the Group and Company will replace damaged or stolen

lease equipment without charging the lessee for this loss.

9. EXPECTED CREDIT LOSS ON FINANCIAL ASSETS

Restated
2018 2017
€ €
Expected credit loss provisions on subordinated loans 13,838 (80,096)
Expected credit loss provisionss on amounts due to
: 3,348,846 (2,726,219)
group companies
Expected credit loss provisions on amound due to
} (962,372) 178,425
franchisees
2,400,312 (2,627,890)

There was a credit on expected loss provisions on amounts due to franchisees in 2018 because
the Dubai provision of €1m in 2017 which was included in amounts due to franchisees in 2017

was reclassified to amounts due to group companies in 2018 because the Dubai Franchise
was acquired by the GRENKE AG Group in 2018.

10. INTEREST INCOME AND SIMILAR INCOME

2018 2017

€ €

Bank interest income 5,809 3,034
Interest income on swaps - 34,120
Interest income from GRENKE AG group loans 42,369,745 35,191,067
Interest income from subordinated loans 504,128 754,575
Interest income from franchise loans 2,837,498 2,301,449
Commission earned on financial guarantee issued 3,134,884 4,170,327
48,852,064 42,454,572

Interest income from GRENKE AG group companies relates to interest on loans provided to

GRENKE AG group companies and interest on overnight cash provided to GRENKE AG group
companies.
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Commissions earned on financial guarantee issued are explained in note 44 of the financial
statements.

11. INTEREST EXPENSE AND OTHER CHARGES

Restated

2018 2017

€ €

Revolving credit facility & debt issuance programme 25,779,500 23,991,753
Interest expense on swaps 66,441 -
Interest expense to GRENKE AG group companies 8,147,816 7,440,949
Asset based interest and expenses 2,829,941 2,848,361
Amortisation of discounts/payments on debt securities 1,275,478 1,383,319
Amortisation of Grenke Bank AG guarantee 4,978,542 7,066,709
Other charges 101,781 121,492
Interest on tax paid late 278,746 -
43,458,245 42,852,583

Revolving credit facility & debt issuance programme is the interest charged to the statement of
profit or loss on bonds, promissory notes, commercial paper, revolving credit facilities and
money market lines.

Amortisation of discounts/payments on debt securities relate to the release to the profit and
loss of discounts and fees paid on bonds and promissory notes which are paid on the date the
bonds or promissory notes are issued and written off on a straight line basis over the life of the
bond.

The Group and Company borrows money from GRENKE Bank AG, details of which are
provided in note 29 of the financial statements. GRENKE Bank AG guarantees the lease
receivables provided by the Group and Company as securitisation for the amounts due to
GRENKE Bank AG and the GRENKE Bank AG charges a fee for this guarantee. The fees are
amortised through profit or loss over the life of the lease receivables guaranteed and are
classified in interest expense and other charges as amortisation of GRENKE Bank AG
guarantee.

Asset based interest is in connection with the ABCP programmes.

Incurred transaction costs and interest costs are amortised over the term of the underlying
refinancing package.

12. FOREIGN EXCHANGE LOSS

2018 2017
€ €
Foreign exchange loss (2,439,499) (8,494,867)
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The net foreign exchange loss is as a result of transactions during the year in other currencies
which were translated at the rate of exchange ruling at the date of the transaction and monetary
assets and liabilities in other currencies were translated to Euro at the rates of exchange ruling
at the statement of financial position date. The net foreign exchange loss after taking account
of the foreign exchange loss and the fair value movement on forward exchange contracts and
also the realised loss (2017: gain) on forward exchange contracts disclosed in note 13 was
€3,469,311 (2017: €1,357,750).

13. NET (LOSS)/GAIN ON FINANCIAL INSTRUMENTS
AT FAIR VALUE THROUGH PROFIT OR LOSS

2018 2017
€ €
Fair value movement on forward exchange contracts (650,235) 763,034
Fair value movement on interest rate swaps 2,381 (30,388)
Realised (loss)/gain on derivatives (379,597) 6,374,083
(1,027,451) 7,106,729

14. OTHER INCOME
2018 2017
€ €
Accounting services 1,178,025 916,334

The Group and Company provides accounting services to other companies in the GRENKE
AG Group and to franchise companies of the GRENKE AG Group.
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15. OTHER OPERATING EXPENSES

Losses on disposal of lease objects
Commissions paid to agents for sale of lease equipment
protection

Insurance

Licence fee

Guarantee fee

Fees in respect of recovering debts
Wages and salaries

Professional fees

Management charges

Non recoverable VAT

Property costs

Depreciation

Other

Information technology costs
Recruitment

Training

2018 2017

€ €
19,201,702 21,064,314
8,424,084 7,078,262
479,930 447,115
7,186,486 5,865,592
3,129,951 2,675,768
2,942,572 3,133,152
1,184,387 735,065
605,398 486,644
151,105 243,382
126,348 566,813
141,169 129,483
45,889 44,136
97,004 60,853
20,671 13,303
13,551 16,237
24,194 10,428
43,774,441 42,570,547

The licence fee expenses relates to the provision by GRENKE AG of the use of an intangible
asset in the form of a uniform business model that is based on its expertise and comprises in
particular the business idea, methods for assessing risk and using the group’s uniform software
in the course of its operating business. The licence fee is also for the right to use the GRENKE

brand.

The guarantee fee is for the provision by GRENKE AG of guarantees, personal sureties and

letters of comfort in respect of the Groups external funding.

Property costs include operating lease costs of €165,563 and income from its sister company
GRENKE Limited of €68,626 in respect of its use of unit 306,307 & 310. Details of the operating

leases are provided in note 40.
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16. PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION

2018 2017
€ €
The profit on ordinary activities before
tax is stated after charging:
Staff costs 1,184,387 735,065
Depreciation 45,889 44,136
Net foreign exchange loss on foreign currency 3,469,331 1,357,750
Operating lease — premises (see Note 40) 165,563 112,962
2018 2017
Fees payable to KPMG Ireland: € €
Statutory Audit 85,000 85,000
Other assurance services - debt issuance program
comfort letter 20,000 20,000
105,000 105,000

Audit fees arise solely on fees incurred for the statutory audit as the debt issuance programme

letter is directly linked to review of the audited financial statements incorporation in an annual
prospectus.

2018 2017

The staff cost comprises: € €
Salaries 1,009,261 626,314
Benefit in kind 14,184 9,677
Pension 51,903 32,025
Social welfare costs 109,039 67,049
1,184,387 735,065

There is €5,588 (2017: €5,200) payable in respect of pensions as at 31 December 2018. The
Group and Company makes contributions to defined contribution funds on behalf of employees
and directors. These pension funds are wholly independent of the Group and Company and
the Group and Company has no liability to the pension funds other than the monthly
contributions it makes on behalf of employees as part of their remuneration package.
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16. PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION (Continued)

The average number of people employed by the Goup 2018 2017
and Company during the period was as follows: Number Number

Administration 16 11
Included in staff cost above is directors’ 2018 2017
remuneration of: € €
Salaries 195,999 131,755
Benefit in kind 2,226 2,206
Pension 12,000 11,167
Social welfare costs 20,531 13,433
230,756 158,561

The Group’s subsidiaries did not have any employees during the year (2017: None).

17. EXCEPTIONAL ITEM

2018 2017

€ €

Licence fee - 18,332,914
Guarantee fee - 12,726,783
- 31,059,697

GRENKE AG provides its leasing subsidiaries with the use of an intangible asset in the form of
a uniform business model that is based on its expertise and comprises in particular the
business idea, methods for assessing risk and using the group’s uniform software in the course
of its operating business. In addition, the leasing subsidiaries are entitled to use the GRENKE
brand. GRENKE AG provides security to the GRENKE AG Group subsidiaries in the form of
guarantees, personal sureties and letters of comfort to be used when sourcing their
funding. There is a catch up payment for the historic provision of access to the uniform
business model and brand and for the security provided for the years 2010 to 2016 which has
been classified as an exceptional item.

18. TAX ON PROFIT ON ORDINARY ACTIVITIES

Restated

2018 2017

€ €

Current year tax charge 8,189,702 4,624,597
Adjustment to prior year corporation tax (249,917) (14,866)
Overseas tax 811,654 181,074
8,751,439 4,790,805

Deferred tax 1,292 (634)
Tax on expected credit losses 808,226 (381,645)
Tax on profit on ordinary activities 9,560,957 4,408,526
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Overseas tax is tax withheld by foreign tax authorities on lease and interest payments. Foreign
tax adjustments relate to Irish tax credits and Irish tax deductions in respect of foreign
withholding tax on interest and lease payments in arriving at the Irish corporation tax charge.

The expected credit loss provisions required under IFRS 9 has resulted in a tax asset of
€4,041,132 (1 January 2016: €3,659,787) at 31 December 2017 which will reduce the
corporation tax charge in equal amounts of €808,226 in respect of the five years 2018 to 2022.

Reconciliation of the expected tax charge at the standard tax rate to the actual tax charge at
the effective rate

The tax assessed for the year is more than the standard rate of corporation tax in the Republic
of Ireland (12.5%) (2017: 12.5%). The differences are explained below:

2018 2017
€ €

Profit before tax 73,915,324 33,358,891
Profit on ordinary activities multiplied by standard rate
of corporation tax in the Republic of Ireland of 12.5% 9,239,415 4,169,862
(2017: 12.5%)
Effects of:
Adjustment to prior year corporation tax (249,917) (14,866)
Overseas tax 811,654 181,074
Foreign tax adjustments (242,638) (68,403)
Reversing timing differences 1,094 633
Other adjustments 57 140,860
Deferred tax 1,292 (634)
Current year tax charge 9,560,957 4,408,526

From 1 January 2019 corporation tax in the Republic of Ireland is expected to remain at 12.5%.
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19. PROPERTY, PLANT & EQUIPMENT COMPANY AND CONSOLIDATED AND
COMPANY

Leasehold Fixtures and
improvements fittings Total
€ € €
Cost
At 31 December 2017 232,104 306,500 538,604
Additions 44,189 121,794 165,983
At 31 December 2018 276,293 428,294 704,587
Accumulated Depreciation
At 31 December 2017 130,433 207,673 338,106
Charge for the year 14,947 30,942 45,889
At 31 December 2018 145,380 238,615 383,995
Net book amounts
At 31 December 2018 130,913 189,679 320,592
At 31 December 2017 101,671 98,827 200,498
PROPERTY, PLANT & EQUIPMENT
Leasehold Fixtures and
improvements fittings Total
€ € €

Cost
At 31 December 2016 232,042 283,166 515,208
Additions 62 23,334 23,396
At 31 December 2017 232,104 306,500 538,604
Accumulated Depreciation
At 31 December 2016 114,265 179,705 293,970
Charge for the year 16,168 27,968 44,136
At 31 December 2017 130,433 207,673 338,106
Net book amounts
At 31 December 2017 101,671 98,827 200,498
At 31 December 2016 117,777 103,461 221,238
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20. FINANCIAL INVESTMENTS COMPANY

2018 2017
€ €

Investment in equity
Investment in FCT “GK” COMPARTMENT “G” 2 150 150

The Company holds a 50% interest in FCT “GK’COMPARTMENT “G2”, Pantin, France (FCT
GK 2). The Investment in FCT of €150 (2017: €150) is shown at cost. FCT GK 2 is a French
securitisation vehicle which was set up in January 2012. FCT GK 2 is refinanced through the
issue of FCT notes which are exclusively subscribed by Special Purpose Vehicle Elektra
Purchase No. 25 Limited. Therefore, the FCT GK 2 serves the sole purpose of the
securitisation of French lease receivables within the Asset Backed Commercial Paper (ABCP)
programme through Elektra Purchase No. 25 Limited. The Company does not make a gain or
a loss on the sale of the French lease receivable contracts because the leases remain on the
Statement of Financial Position of the Company and the contractual cashflow payment due to
FCT GK 2 is shown as a liability.

GRENKE Service AG, a German subsidiary of GRENKE AG holds the other 50% interest in
FCT GK 2.

The Special Purpose Vehicle Elektra Purchase No. 25 Limited was put in place for the purpose
of refinancing French lease receivables and UniCredit was the initiating bank.

The Company has concluded that the special purpose vehicle (“SPV’s”) FCT GK2 in whom the

Company invests by way of subordinated loans and it consolidates see note 4 (m), meet the

definition of structured entities because:

- The voting rights in the SPV are not dominant rights in deciding who exercises control
due to the debt financing nature of securitisation and net assets are virtually nil;

- Each SPV activity is restricted by a prospectus;

The table below describes the types of structure entities that the Company consolidates

Type of structured | Nature and purpose Interest held by the
entity Company

Special purpose vehicle | To manage a portfolio of assets in order | Subordinated loan

to generate returns for noteholders.

The vehicles are funded through raising
debt finance from the Company and other
investors.

The investment by the Company in the structured entities FCT GK2 is €36,309,392 (2017:
€36,129,787) being the subordinate loan provided by the company and the total asset value of
the the SPV is €200,000,000 (2017: €199,999,996) The maximum exposure to credit loss is
the carrying amount of the investment held.
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21. SUBORDINATED LOANS AND RESERVE ACCOUNTS

Restated Restated
CONSOLIDATED 2018 2017 1 January 2017
€ € €
Non - Current
Unlisted:
Subordinated loans 18,445,879 19,252,819 19,919,815
Reserve accounts held with SPVs and banks 1,050,000 240,000 1,820,000
Financial assets classified as non current 19,495,879 19,492,819 21,739,815
Current
Unlisted:
Subordinated loans 14,246,674 15,449,654 14,403,180
Expected credit loss provisions (40,212) (26,374) (106,470)
Financial assets classified as current 14,206,462 15,423,280 14,296,710
Reconciliation of Financial Assets:
At beginning of year 34,916,099 36,036,525 27,920,599
x;:ir::?‘ztoitzubordmated loans and movement in 2243147 171,847 8,912,396
Repayment of subordinated loans and reserve accounts (3,443,067) (1,372,369) (690,000)
Expected credit loss provisions (13,838) 80,096 (106,470)
Closing balance 33,702,341 34,916,099 36,036,525
COMPANY Restated Restated
2018 2017 1 January 2017
€ € €
Non - Current
Unlisted:
Subordinated loans 51,449,310 65,169,566 75,210,876
Reserve accounts held with SPVs and banks 3,745,300 3,375,300 3,870,300
Financial assets classified as non current 55,194,610 68,544,866 79,081,176
Current
Unlisted:
Subordinated loans 54,443,635 41,582,695 48,353,690
Reserve accounts held with SPVs and banks 370,287 131,529 124,501
Expected credit loss provisions on performing lease
recevabales (40,212) (26,374) (106,470)
Financial assets classified as current 54,773,710 41,687,850 48,371,721
Reconciliation of Financial Assets:
At beginning of year 110,232,716 127,452,897 83,833,726
Movement in subordinated loans and movement in
reserve accounts 6,252,508 2,252,387 44,415,641
Repayment of subordinated loans and reserve accounts (6,503,066) (19,552,664) (690,000)
Expected credit loss provisions on performing lease
recevabales (13,838) 80,096 (106,470)
Closing balance 109,968,320 110,232,716 127,452,897

65



GRENKE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2018 (Continued)

21. SUBORDINATED LOANS AND RESERVE ACCOUNTS (Continued)

The Group and Company enters into subordinated loan agreements with special purpose
vehicles (“SPV’s”) as part of the asset backed conduit transactions that are jointly entered into
with the GRENKE AG Group. In order for the SPV’s to obtain third party finance to acquire the
lease receivables from GRENKE AG Group subsidiaries and the Company, the agreement
requires the Company to provide a subordinated loan equal to certain percentages of the sold
receivables. Details of the subordinated loans are set out below:

Bank

SPvV

% of NPV of
lease

receivables  Interest rate

Last lease
receivable
matures

2018
€

2017
€

DZ Bank Coral Purchasing (Jersey) Limited 9.2% 1m EURIBOR + 1.75% 2024 7,849,679 9,020,159
DZ Bank Coral Purchasing (Jersey) Limited 2% 1m EURIBOR + 1.75% 2024 1,657,205 1,929,062
DZ Bank Coral Purchasing (Jersey) Limited ** 1m EURIBOR + 1.75% 2024 5,686,178 7,841,225

Heleba
SEB

Opusalpha Purchaser II Limited
Kebnekaise Funding Ltd

9% 1m EURIBOR + 1.75%
8% 1m EURIBOR + 1.75%

2024
2024

9,501,035
7,998,456

8,843,114
7,068,913

32,692,553

34,702,473

** Difference between NPV based on financial interest rate and NPV based on internal rate of
return

The Group has concluded that the SPV’s in whom the Company invests by way of subordinated

loans, but that it does not consolidate, meet the definition of structured entities because:

- The voting rights in the SPV’s are not dominant rights in deciding who exercises control
due to the debt financing nature of securitisation and net assets are virtually nil;

- Each SPV’s activities are restricted by a prospectus;

The table below describes the types of structure entities that the Company does not consolidate
but in which it holds an interest.

Interest held the
Company

Subordinated loan

Type of structured | Nature and purpose by

entity
Special purpose vehicle

To manage a portfolio of assets in order
to generate returns for noteholders.

The vehicles are funded through raising
debt finance from the Company and other
investors.

The table below sets out interests held by the Company in unconsolidated structured entities.
The maximum exposure to credit loss is the carrying amount of the financial assets held.

66



GRENKE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2018 (Continued)

21. SUBORDINATED LOANS AND RESERVE ACCOUNTS (Continued)

At 31 December 2018

Total asset
value of the

Group and
Company

Investment in

SPV's

the SPV's
€ €
Coral Purchasing (Jersey) Limited 85,322,607 15,193,062
Opusalpha Purchaser II Limited 105,567,060 9,501,035
Kebnekaise Funding Limited 99,980,703 7,998,456

Details of the Company subordinated loans are set out below:

% of NPV of Last lease
lease receivable
Bank SPV receivables  Interest rate matures 2018 2017
€ €

DZ Bank Coral Purchasing (Jersey) Limited 9.2% 1m EURIBOR + 1.75% 2024 7,849,679 9,020,159
DZ Bank Coral Purchasing (Jersey) Limited 2% 1m EURIBOR + 1.75% 2024 1,657,205 1,929,062
DZ Bank Coral Purchasing (Jersey) Limited ** 1m EURIBOR + 1.75% 2024 5,686,178 7,841,226
Heleba Opusalpha Purchaser II Limited 9% 1m EURIBOR + 1.75% 2024 9,501,035 8,843,114
HSBC FCT ,,GK”, Compartment G3 22.2% 1m EURIBOR + 2% 2023 36,594,320 32,654,700
HSBC FCT ,GK”, Compartment G3 2% 1m EURIBOR + 2% 2023 3,296,680 3,265,300
SEB Kebnekaise Funding Ltd 8% 1m EURIBOR + 1.75% 2024 7,998,456 7,068,913
Unicredit Elektra Purchase No. 25 Limited 14.7% 1m EURIBOR + 2% 2023 29,360,000 32,199,999
Unicredit Elektra Purchase No. 25 Limited 2% 2023 3,949,392 3,929,788

105,892,945 106,752,261

** Difference between NPV based on financial interest rate and NPV based on internal rate of
return

The subordinated loans have recourse only to the returns from the assets purchased by the
SPVs, in the event that the lease receivables purchased by the SPVs do not create sufficient
cashflow to meet the principal and interest repayment on the debt in the SPV, repayments will
be made under the terms of the priorities of payment of the SPV. The subordinated loan is the
most junior creditor. The subordinated loans are not guaranteed by the GRENKE AG Group.
The Company has not suffered historic losses on the subordinated loans because Grenke AG
has always bought back non performing leases from Coral Purchasing (Jersey) Limited,
Opusalpha Purchaser Il Limited, Kebnekaise Funding Limited and the Company has always
bought back non performing leases from FCT GK 2 and FCT GK 3.

The reserve accounts cover liabilities which the FCT GK 2 and FCT GK 3 may have under
interest rate swaps it has in place to hedge the interest rate risk. These reserves are collateral
to the SPVs which will be used to pay the SPV in the event of the Company being unable to
fulfil its obligations under interest rate swap agreements.

The following overview shows the subordinated loans and reserve accounts broken down into
the default rating class (level 1, level 2 & level 3). All of the subordinated loans expected credit
losses are in level one because GRENKE AG group always buys back non performing leases
from the ABCP programmes and therefore there is no non performing leases in Coral
Purchasing (Jersey) Limited, Opusalpha Purchaser Il Limited or Kebnekaise Funding Limited
special purpose vehicles. GRENKE AG will continue to buy back non performing leases unless
it has insufficient funds and therefore the the most appropriate measurement for future
expected credit losses is to use the GRENKE AG 1-Yr Default Risk from Bloomberg. The
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21. SUBORDINATED LOANS AND RESERVE ACCOUNTS (Continued)

Bloomberg GRENKE AG 1-Yr Default Risk was 0.123% on 31 December 2018, 0.076% on 31
December 2017 and 0.3102% on 1 January 2017.

2018 2018 2018 2018 2017
Level 1 Level 2 Level 3 Total Total
€ € € € €
Category 0: low risk 33,742,553 - 33,742,553 34,942,473
Category 1: higher risk - - - -
Category 2-7 doubtful receivables - - - -
Total gross receivables 33,742,553 - 33,742,553 34,942,473
Expected credit loss (40,212) - (40,212) (26,374)
Carrying amounts 33,702,341 - 33,702,341 34,916,099

The following tables show changes in the expected credit loss for subordinated loans in the
years beginning 1 January 2017 and 1 January 2018:

Level 1
€
26,374

Expected credit loss as per January 1, 2018

Newly extended or acquired financial assets
Reclassifications

to Level 1

to Level 2

to Level 3

Change in risk provision due to change in level
Disposal of financial assets or payment for financial
assets (excl. derecognition)

Change due to change in the processing category of
terminated lease contracts

Change in contractual cash flows due to
modification (not derecognition)

Change in models/risk parameters used in ECL
calculation

Derecognition of financial assets

Currency translation and other differences
Unwind of discount

Expected credit loss as per 31 December, 2018

Expected credit loss as per January 1, 2017

Newly extended or acquired financial assets
Reclassifications

to Level 1

to Level 2

to Level 3

Change in risk provision due to change in level
Disposal of financial assets or payment for financial
assets (excl. derecognition)

Change due to change in the processing category of
terminated lease contracts

Change in contractual cash flows due to
modification (not derecognition)

Change in models/risk parameters used in ECL
calculation

Derecognition of financial assets

Currency translation and other differences
Unwind of discount

Expected credit loss as per 31 December, 2017

(1,528)

15,365

40,212
Level 1
€
106,470

288

(80,384)

26,374
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Level 2
€

Level 2
€

Level 3

€

Level 3

€

Total

26,374

oo oo o

(1,528)

40,212
Total

106,470
288

o o oo @

(80,384)

0

0

0
26,374
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22. LEASE RECEIVABLES CONSOLIDATED AND COMPANY

Lease receivables due after one year

Expected credit loss provisions on performing lease

recevabales

Lease receivable due within one year
Lease receivables past due not impaired
Non performing lease receivables

Expected credit loss provisions on non performing lease

recevabales

Expected credit loss provisions on performing lease

recevabales

Restated Restated

2018 2017 1 January 2017

€ € €
1,116,105,946 933,918,336 787,834,016
(18,938,205) (16,475,269) (13,164,685)
1,097,167,741 917,443,067 774,669,331

528,201,310 441,431,542 375,345,728

11,758,921 9,644,309 5,918,211
103,348,918 85,665,711 77,411,488
(62,936,924) (51,302,104) (46,209,807)
(16,300,918) (13,381,553) (11,011,084)
564,071,307 472,057,905 401,454,536

The cost of assets acquired for the purpose of leasing under finance leases during the period
was €806,361,229 (2017: €660,970,174). During 2018, the Group and Company made a net
investment in new finance leases of €854,036,401 (2017: €700,567,253). In addition to the cost
of the assets the net investment includes commissions paid to the agents and dealers less any
upfront payments and document fees paid by the lessee.

A reconciliation of the gross investment in lease receivables to the net present value of the
lease receivables is set out below together with the maturity of the lease receivables excluding

non performing leases.

Outstanding minimum lease payments
Guaranteed residual values

Outstanding minimum lease payments
Non-guaranteed residual values

Gross investment

Present value of non guaranteed residual values
Unrealised finance income

Present value of minimum lease payments
Present value of non guaranteed residual values
Net investment

Restated Restated

2018 2017 1 January 2017

€ € €
1,672,985,402 1,404,619,697 1,192,681,772
155,961 201,305 979,080
1,673,141,363 1,404,821,002 1,193,660,852
187,413,085 160,473,930 139,825,694
1,860,554,448 1,565,294,932 1,333,486,546
(155,632,533) (132,054,896) (114,186,880)
(199,315,400) (175,793,960) (157,362,679)
1,505,606,515 1,257,446,076 1,061,936,987
155,632,533 132,054,896 114,186,880

1,661,239,048

1,389,500,972

1,176,123,867
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22. LEASE RECEIVABLES CONSOLIDATED AND COMPANY (Continued)

Less than 1 year 110 5 Years More than 5 Years Total
€ € € €
_ 658,444,039  1,188,390,219 13,720,190  1,860,554,448
Total gross investment (31 Dec 2018)
Total gross investment (previous year) 556,025,677 997,533,800 11,735,455  1,565,294,932
Restated
Present value of outstanding minimum 520,788,064 966,851,936 8,966,515  1,505,606,515
lease payments (31 Dec 2018)
Present value of outstanding minimum 444,298,996 805,460,605 7,686,475  1,257,446,076

lease payments (previous year) Restated

Receivables from terminated or overdue contracts are included in short-term leasing
receivables. The maximum default risk, excluding collateral, credit rating systems and other
measures, is limited by the carrying amount of the receivables.

Due to effective risk management and a granular contract and lessee portfolio, the leasing
receivables have a pronounced diversified risk structure with regard to credit risk quality. In
virtually all cases, the Company and Group remains the legal owner of the leased assets by
which the leasing receivables are secured.

The following overview shows the gross receivables broken down into the default risk rating
class of the leasing receivables defined in the Company and Group and the value adjustment
on the leasing receivables. The impairment loss and the definition of the default risk rating class
are determined by the procedure described in the accounting policy note 3 (iii) and 4 (n) use of
assumption and estimated under the heading determination of valuation allowances on leasing
receivables

2018 2018 2018 2018 2017
Level 1 Level 2 Level 3 Total Total
€ € € € €

Category 0: low risk 1,512,946,056 85,419,157 1,598,365,213 1,333,719,049
Category 1: higher risk 30,127,143 27,573,821 57,700,964 51,275,138
Category 2-7 doubtful receivables 103,348,918 103,348,918 85,665,711
Total gross receivables 1,512,946,056 115,546,300 130,922,739 1,759,415,095 1,470,659,898
Impairment (16,273,182) (10,056,495) (71,846,370) (98,176,047) (81,158,926)
Carrying amounts 1,496,672,874 105,489,805 59,076,369 1,661,239,048 1,389,500,972
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The following tables show changes in impairment for lease receivables in the years beginning

1 January 2017 and 1 January 2018:

Impairment as per January 1, 2018

Newly extended or acquired financial assets
Reclassifications

to Level 1

to Level 2

to Level 3

Change in risk provision due to change in level
Disposal of financial assets or payment for financial
assets (excl. derecognition)

Change due to change in the processing category of
terminated lease contracts

Change in contractual cash flows due to
modification (not derecognition)

Change in models/risk parameters used in ECL
Derecognition of financial assets

Currency translation and other differences
Unwind of discount

Impairment as per 31 December, 2018

Level 1
€
13,383,287
9,101,896
1,321,280
(681,963)
(614,777)
(1,163,124)

(6,102,426)

(9,036)
(5,258)
1,043,304
16,273,182

Level 2

€
9,220,259
4,047,751
(718,909)
2,826,501
(2,404,511)
248,381

(3,830,414)

(64,182)
(3,951)
735,569
10,056,495

Level 3
€
58,555,380
7,713,877
(602,370)
(2,144,539)
3,019,288
17,712,724

(4,758,907)

4,039,047

1,608,522
(13,854,000)
(32,347)
589,694
71,846,369

Total
€
81,158,926
20,863,524
0
0
0
0
16,797,981

(14,691,747)

4,039,047

0

1,608,522
(13,927,218)
(41,555)
2,368,567
98,176,047

*The values stated in Levels 2 and 3 relate to lease receivables newly extended in the fiscal
year that were allocated at their time of acquisition into Level 1 but were reallocated to another

level during the fiscal year.

Impairment as per January 1, 2017

Newly extended or acquired financial assets
Reclassifications

to Level 1

to Level 2

to Level 3

Change in risk provision due to change in level
Disposal of financial assets or payment for financial
Change due to change in the processing category of
terminated lease contracts

Change in contractual cash flows due to
modification (not derecognition)

Change in models/risk parameters used in ECL
Derecognition of financial assets

Currency translation and other differences
Unwind of discount

Impairment as per 31 December, 2017

Level 1

€
10,955,833
7,675,306
924,250
(607,236)
(450,630)
(814,997)
(5,219,047)

(7,174)
(103)
932,826
13,389,028

Level 2

€
7,187,974
4,243,771
(581,386)
2,415,818
(1,786,058)
383,506
(3,203,038)

(39,874)
(42)
614,932
9,235,602

Level 3
€
52,241,769
5,990,273
(342,863)
(1,808,582)
2,236,688
13,589,789
(3,828,342)

2,830,818

38,222
(12,976,459)
69,206
493,778
58,534,296

Total
€

70,385,576
17,909,349
0

0

0

0
13,158,298
(12,250,427)

2,830,818

0

38,222
(13,023,507)
69,062
2,041,536
81,158,926

*The values stated in Levels 2 and 3 relate to lease receivables newly extended in the fiscal
year that were allocated at their time of acquisition into Level 1 but were reallocated to another

level during the fiscal year.
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23. AMOUNTS DUE FROM GRENKE AG GROUP UNDERTAKINGS CONSOLIDATED AND
COMPANY

Restated Restated
2018 2017 1 January 2017
€ € €
Amount due in greater than one year
Secured amounts due from GRENKE AG Group
undertakings 33,473,236 13,683,732 10,303,530
Unsecured amounts due from GRENKE AG Group
undertakings 1,092,787,948 904,396,865 683,724,864
Expected credit loss provisions (1,773,674) (119,522) (114,260)
1,124,487,510 917,961,075 693,914,134
Amount due in less than one year
Secured amounts due from GRENKE AG Group
undertakings 52,347,291 34,950,705 30,944,449
Unsecured amounts due from GRENKE AG Group
undertakings 660,281,756 621,752,387 559,178,928
Expected credit loss provisions (2,969,279) (1,274,585) (4,006,066)
709,659,768 655,428,507 586,117,311

The secured amounts include €56m (2017: €23m) which is in respect of payments made to
purchase lease receivables from GRENKE AG Group companies and the underlying lease
object. The lease receivables purchased from the GRENKE AG Group companies remain as
an asset in the GRENKE AG Group companies’ financial statements because the GRENKE
AG Group companies have retained substantially all of the risks and rewards of the asset
ownership and also retains control of the transferred asset. These amounts due will reduce as
the lease receivables mature and the amounts collected in respect of these lease receivables
are paid to the Group and Company as repayment of the amounts due and interest on those
amounts due. The amounts due from the GRENKE AG Group companies are a refinancing
asset and the purchase of the lease receivables and the underlying lease object is to securitise
that refinancing asset.

The balance of the secured amounts €30m (2017: €25m) are in respect of trade debtors which
have been purchased by GRENKE AG Group companies carrying out factoring business.
These trade debtors have been assigned to the Group and Company to secure the Group and
Company’s loan.

The unsecured amounts due from GRENKE AG Group undertakings are monies loaned to
group undertakings to finance their leasing activities. Unsecured amounts are usually loaned
for periods of three years with the full principal being repayable at the end of the three year
period, or if loaned for a short term funding purpose at the end of that period. Interestis charged
on the principal at Euribor plus a spread which reflects the risk premium on the lending and, if
loaned in currencies other than Euro, the currency risk.

The following overview shows the amount due from group companies broken down into the
default rating class. Virtually all of the amount due from group companies are in level one
because the Company and Group consider it unlikely that there will be future expected losses
on loans from group companies due to the underlying assets in the Group companies and the
guarantee from its parent GRENKE AG. GRENKE AG has provided a guarantee in respect of
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23. AMOUNTS DUE FROM GRENKE AG GROUP UNDERTAKINGS CONSOLIDATED AND
COMPANY (Continued)

€1.35b of the amounts due from Group Companies at 31 December 2018. The Company and
Group have therefore concluded that the most appropriate measurement for future expected
credit losses in respect of €1.8b (2017: €1.6b of the amounts due to group companies is to use
the GRENKE AG 1-Yr Default Risk from Bloomberg. The Bloomberg GRENKE AG 1-Yr Default
Risk was 0.123% on 31 December 2018, 0.076% on 31 December 2017 and 0.3102% on 1
January 2017. The loans referred to here have a carrying value of €1.78b (2017: €1.55b and
are all classified in level one. The expected credit loss provisions in respect of these loans are
€2.2m (2017: €1.2m).

The balance of the amounts due from group companies in Slovakia, Czech Republic, Romania
and Dubai of €566m (2017: €23m) relates to payments made to purchase lease receivables
from GRENKE AG Group companies and the underlying lease object. The Group and
Company under the terms of the financing agreement have the risk of impairment and therefore
the Group and Company has provided for expected losses on the underlying lease receivables
using the same valuation methods described in in the accounting policy note 4 (n) use of
assumption and estimated under the heading determination of valuation allowances on leasing
receivables. As at 31 December 2018 the group companies in Slovakia, Romania and Dubai
have always bought back the non performing leases at the net present value of the amount
due to the Company in order to avoid increased financing charges under the terms of the
financing agreement and consequently the Group and Company has not incurred losses on
these loans. The relevant amounts due to these three sister companies was €35m in 2018 and
€27m in 2017, €19m of which was classified as due to Franchisees because Dubai was not a
GRENKE AG Group company in 2017. All of the balances in the tables below at level 2 and
level 3 relate to amounts due from group companies where payments have been made to
purchase lease receivables in Slovakia, Czech Republic, Romania and Dubai described here.
There is also €48m (2017: €23m) of amounts due from group companies in respect of the loans
described here in level one Category 0: low risk. Expected Credit loss provisions for these
loans in level one have been made of €776k (2017: €95k).

2018 2018 2018 2018 2018 2017
Level 1 Level 2 Level 3 POCI Total Total

Category 0: low risk
Category 1: higher risk

Category 2-7 doubtful receivables

Total gross receivables
Expected credit loss
Carrying amounts

€
1,831,689,230

1,831,689,230
(2,969,591)
1,828,719,639

€
1,384,367
920,439

2,304,806

(225,047)
2,079,759

73

€
4,896,195
4,896,195

(1,548,315)
3,347,880

€ €
1,833,073,597
5,816,634

1,838,890,231
(4,742,953)
1,834,147,278

€
1,573,999,936
783,753

1,574,783,689
(1,394,107)
1,573,389,582
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23. AMOUNTS DUE FROM GRENKE AG GROUP UNDERTAKINGS CONSOLIDATED AND

COMPANY (Continued)

The following tables show changes in the expected credit loss in the years beginning 1 January

2017 and 1 January 2018:

Expected credit loss as per January 1, 2018

Newly extended or acquired financial assets
Reclassifications

to Level 1

to Level 2

to Level 3

Change in risk provision due to change in level
Disposal of financial assets or payment for financial
assets (excl. derecognition)

Change due to change in the processing category of
terminated lease contracts

Change in contractual cash flows due to
modification (not derecognition)

Change in models/risk parameters used in ECL
Derecognition of financial assets

Currency translation and other differences
Unwind of discount

Expected credit loss as per 31 December, 2018

Expected credit loss as per January 1, 2017

Newly extended or acquired financial assets
Reclassifications

to Level 1

to Level 2

to Level 3

Change in risk provision due to change in level
Disposal of financial assets or payment for financial
Change due to change in the processing category of
terminated lease contracts

Change in contractual cash flows due to
modification (not derecognition)

Change in models/risk parameters used in ECL
Derecognition of financial assets

Currency translation and other differences
Unwind of discount

Expected credit loss as per 31 December, 2017

Level 1

€
1,274,585
653,838
394,516
273,322
(43,349)
(114,908)
(230,859)

(61,935)

729,343
(186)
30,147
65,077
2,969,591

Level 1

€
4,006,066
265,596
0
12,630
(7,708)
(5,177)
(11,094)
(31,412)

(2,965,235)

()

2,657
8,264
1,274,585
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Level 2

€
52,441
68,398
157,840
(111,089)
84,936
(39,466)
51,147

(73,715)

(48)
7,726

26,877
225,047

Level 2
€

51,991
22,773

0

(10,317)
30,260
(4,202)
(9,347)
(33,869)

1,013
4,139
52,441

Level 3

€
67,082
312,492
467,221
(162,233)
(41,587)
154,374
893,349

(263,848)

(226)
62,853

58,838
1,548,315

Level 3
€

62,268
13,232
0
(2,312)
(22,552)
9,379
35,042
(32,869)

(718)

1,628

3,984
67,082

Total
€

1,394,108
1,034,728
1,019,577
0

0

0
713,637

(399,498)

0

729,343
(460)
100,726
150,792
4,742,953

Total
€
4,120,325
301,601
0
1
0
0
14,601
(98,150)

0

0

(2,965,235)
(720)

5,298
16,387
1,394,108
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24. AMOUNTS DUE FROM FRANCHISEES CONSOLIDATED AND COMPANY

Restated Restated
2018 2017 1 January 2017
€ € €
Amount due in greater than one year
Secured amounts due from GRENKE AG Group
franchisees 30,723,503 32,807,871 20,852,261
Expected credit loss provisions - (625,061) (516,844)
30,723,503 32,182,810 20,335,417
Amount due in less than one year
Secured amounts due from GRENKE AG Group
franchisees 41,137,171 25,436,211 9,831,874
Unsecured amounts due from GRENKE AG Group
franchisees 804,740 2,668,926 1,409,505
Expected credit loss provisions (89,378) (426,689) (356,481)
41,852,533 27,678,448 10,884,898

The secured amounts in 2018 include €65m (2017: €37m) secured on all of the assets of the
franchisee including performing and non performing lease receivables.

The balance of the secured amounts €7m (2017: €3m) are in respect of trade debtors which
have been purchased by franchise companies carrying out factoring business.
These trade debtors have been assigned to the Group and Company to secure the Group and
Company’s loan.

The secured amounts include €0 (2017: €18m) which are in respect of payments made to
purchase lease receivables from franchisees of the GRENKE AG Group. The reason for the
decline is that a previous franchise, Dubai, was acquired by the GRENKE AG Group on 31
March 2018 and is now shown in secured amounts due from group companies.

The unsecured amounts due from franchisees are monies loaned to franchisees to finance
their leasing activities. Unsecured amounts are usually loaned for periods of less than one year
with the full principal being repayable at the end of the loan period. Interest is charged

on the principal at Euribor plus a spread which reflects the risk premium on the lending and, if
loaned in currencies other than Euro, the currency risk.

The following overview shows the amount due from franchise companies broken down into the
default rating class. All of the amount due from franchise companies are in level one because
because the Company and Group consider it unlikely that there will be future expected losses
on loans from group companies due to the underlying assets in the Group companies and the
guarantee from its parent GRENKE AG. GRENKE AG has provided a guarantee in respect of
€72.6m the amounts due from franchise companies at 31 December 2018. The Company and
Group have therefore concluded that the most appropriate measurement for future expected
credit losses is to use the GRENKE AG 1-Yr Default Risk from Bloomberg. The Bloomberg
GRENKE AG 1-Yr Default Risk was 0.123% on 31 December 2018, 0.076% on 31 December
2017 and 0.3102% on 1 January 2017.

Up until the current year there were amounts due from franchisees that related to payments
made to purchase lease receivables from the Dubai and the underlying lease object. The
Dubai franchise was acquired by the GRENKE AG Group in 2018 and these amounts in 2018
are now shown in amounts due from Group Undertakings. These amounts which are valued
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24. AMOUNTS DUE FROM FRANCHISEES CONSOLIDATED AND COMPANY (Continued)

for expected credit losses using the same valuation methods described in in the accounting
policy note 3 (iii) and 4 (n) use of assumption and estimated under the heading determination
of valuation allowances on leasing receivables have been reclassified in 2018 as amounts due

from group companies.

2018 2018 2018 2018 2018 2017
Level 1 Level 2 Level 3 POCI Total Total
€ € € € €

Category 0: low risk 72,665,414 72,665,414 59,119,455
Category 1: higher risk - 0 1,793,553
Category 2-7 doubtful receivables - - -
Total gross receivables 72,665,414 72,665,414 60,913,008
Impairment (89,378) (89,378) (1,051,750)
Carrying amounts 72,576,036 72,576,036 59,861,258

The following tables show changes in the expected credit loss in the years beginning 1 January

2017 and 1 January 2018:

Impairment as per January 1, 2018

Newly extended or acquired financial assets
Reclassifications

to Level 1

to Level 2

to Level 3

Change in risk provision due to change in level
Disposal of financial assets or payment for financial
assets (excl. derecognition)

Change due to change in the processing category of
terminated lease contracts

Change in contractual cash flows due to

Change in models/risk parameters used in ECL
Derecognition of financial assets

Currency translation and other differences
Unwind of discount

Impairment as per 31 December, 2018

Impairment as per January 1, 2017

Newly extended or acquired financial assets
Reclassifications

to Level 1

to Level 2

to Level 3

Change in risk provision due to change in level
Disposal of financial assets or payment for financial
assets (excl. derecognition)

Change due to change in the processing category of
terminated lease contracts

Change in contractual cash flows due to

Change in models/risk parameters used in ECL
Derecognition of financial assets

Currency translation and other differences
Unwind of discount

Impairment as per 31 December, 2017

Level 1
€
426,688
37,310
(394,516)

19,896

89,378

Level 1
€

356,481
282,383

0

60,249
(28,865)
(16,982)
(52,953)

(122,401)

(35,414)
(908)
(55,664)
40,762
426,688

76

Level 2
€
157,840
(157,840)

Level 2
€

121,774
97,481

0

(28,599)
45,621
(47,391)
25,330

(49,596)

(102)

(22,271)
15,593
157,840

Level 3
€
467,221
(467,221)

Level 3
€

395,070
211,510

0

(31,649)
(16,756)
64,373
172,630

(284,554)

(1,271)
(65,923)

23,791
467,221

Total
€
1,051,749
37,310
(1,019,577)
0

(=} o o o

0

19,896

0

0

0
89,378

Total
€
873,325
591,374
0
1
0
0
145,007

(456,551)

0

0
(35,414)
(2,281)
(143,858)
80,146
1,051,749
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25. TRADE AND OTHER RECEIVABLES CONSOLIDATED AND COMPANY

Restated Restated
2018 2017 1 January 2017
€ € €
Amounts due in greater than one year
Deferred risk premium 17,215,230 15,667,130 11,932,236_
Corporation tax 3,232,905 4,041,132 3,659,487-
20,448,135 19,708,262 15,591,723
Amounts due within one year
Overseas VAT 90,648,191 105,808,187 90,850,697
Deferred risk premium 12,505,651 11,116,167 10,189,061
Overseas withholding tax 7,814,004 8,163,918 11,001,177
Accrued interest - 414 1,413,152
Other assets 262,868 154,292 245,407
Corporation tax 4,351,379 - 328,306
115,582,093 125,242,978 114,027,800

The Corporation tax included in amounts due greater than one year is due to the expected
credit loss provisions required under IFRS 9 which has resulted in a tax asset of €3,232,905
(2017: €4,041,132) which will reduce the corporation tax charge in equal amounts of €808,226
in respect of the five years 2018 to 2022.

The Group and Company is charged VAT on lease objects acquired in the European Union
countries where it carries on leasing activities. Overseas VAT is the amount of VAT charged
by the suppliers of leased equipment which has been claimed or will be claimed from overseas
tax authorities and which has not yet been repaid by various overseas tax authorities. The total
VAT claimed is VAT on leasing activities which is a vatable activity and therefore the VAT has
to be repaid by the overseas tax authorities.

Included in overseas VAT is €35,099,476 due from the ltalian Tax Authorities in respect of the
years 2009 to 2011. The ltalian Tax Authorities are refusing to repay the VAT due to the Group
and Company on the grounds that they do not believe the transaction, sales of lease
receivables, that gave rise to the VAT were transactions that should have been subject to VAT.
The Group and Company has taken legal action against the Italian Tax Authorities to recover
the VAT due and lower courts in Italy have ruled against the Group and Company. The Group
and Company has appealed these rulings to the Italian Supreme Court. The ltalian VAT
continues to be shown as a receivable on the grounds that the Group and Company’s tax
advisors are of the opinion that either VAT had to be levied on the transaction and therefore
input VAT would then be refunded to the Group and Company or the transaction was VAT-
exempt in the first place due to the sale of lease receivables being regarded as a financing
transaction and therefore GRENKE Locazione, a member of the GRENKE AG Group, who
initially invoiced the Group and Company would be able to claim a refund of the VAT. Grenke
Locazione has made applications to be refunded the VAT in the event that the Italian Supreme
court rules that the transaction was not a vatable transaction. In the event of the Group and
Company being unsuccessful in its appeal to the Italian Supreme Court for the repayment of
the VAT the Directors are virtually certain that the VAT will be repaid to GRENKE Locazione
who will then repay the VAT charged by them to the Group and Company.
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25. TRADE AND OTHER RECEIVABLES CONSOLIDATED AND COMPANY (Continued)

The Group and Company has been charged a risk premium in respect of lease receivables
sold to GRENKE Bank AG, a member of the GRENKE AG Group where GRENKE Bank AG is
taking the risk on the lease receivables and the Group and Company writes this premium off
over the life of the underlying lease receivables sold to GRENKE Bank AG. The deferred risk
premium in respect of risk premiums paid to GRENKE Bank AG was €29m (2017: €26m) at 31
December 2018. The balance of the deferred risk premium at 31 December 2018 of €440k
(2017: €696Kk) relates to risk premiums paid to its agents in Luxembourg, Slovenia, Finland and
Malta, during the period they were not members of the GRENKE AG Group, in return for those
agents compensating the Group and Company in the event of a lease receivable proving to be
uncollectable. The Group and Company writes these premiums off to the Statement of Profit
and Loss over the life of the underlying lease receivable. The premiums paid to agents are no
longer payable because all of these agents are now members of the GRENKE AG Group and
GRENKE Finance plc takes the risk on the lease receivables since they became members of
the GRENKE AG Group.

The Corporation Tax asset of €4.3m includes an asset of €3.9m which relates to a deduction
which will be claimed in respect of licence fees and guarantee fees of €31m which were
charged by GRENKE AG in respect of the years 2010 to 2016 and is described in note 17.
This amount will be claimed by means of correlative relief claim or mutual agreement
procedure. The claim will be submitted to the Irish Tax Authorities sometime in 2019.

26. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY

2018 2017
€ €
Asset:

Derivatives without hedging relationship 3,187,726 3,356,424
Derivatives designated as hedging - 3,030
3,187,726 3,359,454

Liabilities
Derivatives without hedging relationship 2,428,604 1,950,243
Derivatives designated as hedging 14,690 12,550
2,443,294 1,962,793

Derivatives without hedging relationship relate to forward exchange contracts in foreign
currencies with a positive and negative fair value and interest rate swaps used to economically
hedge other group transactions. All derivatives are classified as current due to the fact that
they can be settled or sold as and when required.

Forward exchange contracts

As of the Statement of Financial Position date, there were forward exchange contracts with an
absolute nominal volume of €286m (2017: €291m) on the basis of the euro. Their breakdown
by currency are as follows:
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26. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY

(Continued)
Year End 31 December 2018
Nominal Value Due In Average Fair
Currency 2017 2018 2019 2020 2021 Thereafter FX Rate Value
€000 €000 €000 €000 €000 €000 €000
Euro Buy
AED 21,437 27,947 15,191 7,410 3,998 1,348 437 (927)
AUD 1,343 18,126 824 4,817 12,486 0 1.69 258
CAD 19,745 32,765 32,765 0 0 0 1.56 570
CHF 9,067 11,964 11,964 0 0 0 113 (31)
CzK 14,450 20,440 7,385 6,011 4,057 2,987 26.37 (160)
DKK 62,059 62,716 31,489 17,037 14,191 0 745 (61)
GBP 95,090 42,101 42,101 0 0 0 0.90 142
HRK 10,100 0 0 0 0 0 0.00 0
HUF 7,868 9,338 4,434 2,992 1,391 521 325.41 0.5
PLN 474 0 0 0 0 0 0.00 0
SEK 39,365 41,891 17,270 8,744 7,483 8,394 10.21 1,379
SGD 5,395 15,261 2,524 12,737 0 0 1.59 (531)
TRY 11,283 3,712 3,712 0 0 0 6.81 121
Total Euro Buy 297,676 286,260| 169,659 59,747 43,605 13,250 759
TRY 6,155 0 0 0 0 0 0
Total Euro Sell 6,155 0 0 0 0 0 0
Total Nominal Value 291,521 286,260| 169,659 59,747 43,605 13,250 759
Year End 31 December 2017
Nominal Value Due In .
Fair
Currency 2016 2017 2018 2019 2020 Thereafter | ~°"3% | yaie
FX Rate
€000 €000 €000 €000 €000 €000 €000
Euro Buy
AED 16,326 21,437 10,981 6,240 3,108 1,108 4.56 694
AUD 0 1,343 0 0 1,343 0 1.64 2
CAD 9,240 19,745 4,284 15,461 0 0 1.54 269
CHF 9,019 9,067 9,067 0 0 0 117 4
CZK 8,495 14,450 5,390 4125 2,733 2,202 25.75 (505)
DKK 51,134 62,059 17,767 17,133 16,705 10,454 744 (265)
GBP 94,605 95,090 95,090 0 0 0 0.89 370
HRK 530 10,100 10,100 0 0 0 743 (65)
HUF 5,789 7,868 3,560 2,618 1,281 409 313.01 (197)
PLN 0 474 474 0 0 0 4.18 (4)
SEK 24,061 39,365 9,150 9,215 8,704 12,296 9.85 657
SGD 1,969 5,395 180 2,053 3,162 0 1.66 22
TRY 11,173 11,283 11,283 0 0 0 4.89 502
Total Euro Buy 232,341 297,676| 177,326 56,845 37,036 26,469 - 1,483
Euro Sell
GBP 10,344 0 0 0 0 0 - -
TRY 0 6,155 6,155 0 0 0 4.89 (73)
Total Euro Sell 10,344 6,155 6,155 0 0 0 (73)
Total Nominal Value 221,997 291,521 171,171 56,845 37,036 26,469 1,409

Interest rate swaps

The swaps in place at the statement of financial position date have a nominal value of €200m
as of 31 December 2018 (2017: €400m), and contracted fixed interest rates over the relevant
maturities of between -0.341% (2017: -0.403%) and -0.336% (2017: -0.327%). The maturity of
the longest contracted interest rate swap is 2019. The table below shows the maturity of the
nominal volume as of the statement of financial position date for the coming years. The average
interest rate is the fixed interest rate on each swap multiplied by the nominal value of
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26. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY
(Continued)

that swap divided by the total nominal value of all of the relevant swaps. As we only contract
payer swaps from the perspective of the Group and Company, this is the agreed fixed interest
rate from interest rate swaps.

Average Interest
Nominal wolume as per Dec. 31 Maturity Date Rate
2017 2018 2018 2019 2018
€000 € 000 € 000 € 000 %
Contracted prior to 2018 400,000 - 400,000 - -0.34%
Contracted in 2018 - 200,000 - 200,000 -0.34%
Total 400,000 200,000 400,000 200,000

The Group and Company at 31 December 2018 held two interest rate swaps (2017: five) which
hedge the interest charge on €200m (2017: €310m) of debt securities issued by the Group and
Company. These two interest rate swaps are designated as cash flow hedging instruments.
The Group and Company recognises changes in the fair value of these interest rate swaps in
other comprehensive income (hedging reserve) taking deferred taxes into consideration.
There are no swaps (2017: two) which hedge the interest charged 2017: €90m of debt
securities issued to the GRENKE AG Group. These two swaps were ineffective and changes
in fair value are recognised in Statement of Profit and Loss.

27. DEFERRED TAX CONSOLIDATED AND COMPANY

2018 2017

€ €

Deferred tax 3,687 2,875

2018 2017

Deferred tax liability is comprised of: € €

Tax effect of net movement on hedging reserve (1,546) (1,066)

Deferred tax on timing differences 5,233 3,941

3,687 2,875

2018 2017

€ €

Opening balance at start of year 2,875 13,428

Tax effect on fair value movements on derivative

. s . (480) (9,920)
financial instruments designated as cash flow hedge

Deferred tax on timing differences 1,292 (633)

3,687 2,875
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28. DEBT SECURITIES IN ISSUE CONSOLIDATED AND COMPANY

Repayable in less than one year
Bonds

Promissory loan note
Commercial paper

Unamortised discount on bonds and notes in issue

Repayable in more than one year

but less than five years

Bonds

Promissory loan note

Unamortised discount on bonds and notes in issue
Repayable in more than five years

Bonds

Promissory loan note

Unamortised discount on bonds and notes in issue
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2018 2017

€ €
271,000,000 239,000,000
75,000,000 104,000,000
302,500,000 313,000,000
(1,610,801) (1,087,846)
646,889,199 654,912,154
2018 2017

€ €
1,478,000,000 1,174,000,000
210,500,000 152,500,000
(3,529,023) (2,123,566)
126,000,000 41,000,000
121,000,000 51,000,000
(331,726) (131,417)
1,931,639,251 1,416,245,017
2,578,528,450  2,071,157,171
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28. DEBT SECURITIES IN ISSUE CONSOLIDATED AND COMPANY (Continued)

Bonds, Promissory Notes and Private Placements

Unless mentioned otherwise, the reference interest rate for the floating—rate bonds, promissory
notes and private placements is between three and six month EURIBOR plus a spread. The
relevant terms for bonds using the debt issuance programme are as follows:

Debt issuance programme

Nominal Value Nominal

Term Coupon Discount Payment Value

31-Dec-18| 31-Dec-17

Description from to €000 €000 €000 €000
Euro bond 13/12/2012 13/12/2019 3.75% 576.0 - 41,000 41,000
Euro bond 09/12/2013 10/12/2018 2.25% 500.0 - - 125,000
Euro bond 21/02/2014 21/02/2018 1.90% 105.0 - - 30,000
Euro bond 04/03/2014 04/03/2019 217% 75.0 - 30,000 30,000
Euro bond 27/06/2014 27/08/2018 1.50% 25.0 - - 10,000
Euro bond 26/11/2014 27/05/2019 1.50% 3125 417.2 145,000 145,000
Euro bond 06/03/2015 06/03/2018 0.88% 36.0 - - 24,000
Euro bond 26/03/2015 26/03/2018 0.80% 70.8 - - 30,000
Euro bond 27/04/2015 27/04/2020 0.73% 243.9 - 30,000 30,000
Euro bond 21/05/2015 27/04/2020 0.93% 146.7 - 20,000 20,000
Euro bond 04/12/2015 05/10/2020 1.38% 828.0 482.0 120,000 120,000
Euro bond 21/01/2016 21/01/2026 2.62% 130.0 - 26,000 26,000
Euro bond 09/03/2016 09/04/2021 1.50% 677.5 1414.2 175,000 175,000
Euro bond 15/06/2016 15/06/2021 0.88% 116.2 - 20,000 20,000
Euro bond 08/08/2016 08/08/2018 0.44% 20.0 - - 20,000
Euro bond 29/11/2016 02/02/2022 1.13% 1360.5 616.0 190,000 165,000
Euro bond 27/02/2017 18/01/2019 0.20% 95.4 - 10,000 10,000
Euro bond 03/03/2017 03/03/2022 1.04% 40.0 - 20,000 20,000
Euro bond 14/03/2017 06/04/2020 0.70% 1294 - 43,000 43,000
Euro bond 14/03/2017 09/03/2020 0.73% 60.0 - 40,000 40,000
Euro bond 20/03/2017 20/03/2019 0.57% 375 - 25,000 25,000
Euro bond 06/07/2017 06/07/2021 0.74% 62.5 - 25,000 25,000
Euro bond 06/07/2017 06/07/2021 0.70% 87.5 - 35,000 35,000
Euro bond 07/09/2017 07/10/2022 0.88% 1476.0 - 200,000 200,000
Euro bond 13/10/2017 02/01/2019 0.20% 64.2 - 20,000 20,000
Euro bond 20/11/2017 17/02/2020 0.17% 19.7 - 10,000 10,000
Euro bond 05/12/2017 05/12/2024 0.97% 30.0 - 15,000 15,000
Euro bond 28/03/2018 05/04/2023 1.00% 646.0 - 200,000 -
Euro bond 11/05/2018 19/03/2021 0.02% 196.2 - 20,000 -
Euro bond 15/05/2018 15/05/2025 1.42% 135.0 - 55,000 -
Euro bond 22/05/2018 20/01/2021 0.02% 162.2 - 20,000 -
Euro bond 28/08/2018 28/08/2024 1.05% 75.0 - 30,000 -
Euro bond 16/11/2018 05/10/2023 1.50% 1611.0 - 300,000 -
Euro bond 10/12/2018 17/02/2020 0.14% 10.0 - 10,000 -
Total 1,875,000 1,454,000

82



GRENKE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2018 (Continued)

28. DEBT SECURITIES IN ISSUE CONSOLIDATED AND COMPANY (Continued)
Bonds with a nominal amount of €239m (2017: €267.2m) were repaid in 2018.

Seven bonds with a nominal value of €635m (2017: €443m) were issued in the current year
under the Debt Issuance Programme to provide funding for the GRENKE AG Group’s leasing
activities. In addition €25m (2017: €65m) was added to bonds already issued. The net amount
received in respect of these bonds was €633m (2017: €507m) after discounts. The bonds
issued, together with the bonds issued in previous years carry an unconditional and irrevocable
guarantee for the proper and punctual payment of principal, interest and other amounts due on
the debenture from the ultimate parent GRENKE AG.

The Debt Issuance Programme (DIP) provides a standardised framework for future borrowings.
The DIP allows the Company to have in issue bonds with nominal value of €2.5bn at any time.
These bonds are listed on the Luxembourg Stock Exchange. The programme was updated
with effect as of 15 February 2018, with an increase in the nominal value of bonds the Company
is allowed to issue of €500m to €2.5bn. The programme was approved by the Finance Sector
Supervisory Committee (“Commission de Surveillance du Secteur Financier”: CSSF). The
update for 2019 is currently underway and is expected to be approved by the CSSF on 15
February 2019 with an increase in the nominal value of bonds the Company is allowed to issue
of €1bn to €3.5bn.
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Promissory loan note (PLN)

Nominal Nominal
Coupon Discount Value Dec. Value Dec.
Term
31-Dec-18 31-Dec-17
Description from to €000 €000 €000
€-PLN 06/12/2010|  30/06/2020 4.85% - 1,500 2,250
€-PLN 06/12/2010|  30/06/2020 4.85% - 1,500 2,250
_ Prolonged _
€-PLN 14/06/2012|  14/06/2018 087% - 10,000
€-PLN 21112/2012| 211212020 2.80% - 2,000 3,000
€-PLN 28/03/2013|  05/01/2020 Pm'g”?g?‘i/d - 20,000 20,000
. (]
€-PLN 31/01/2014]  31/01/2019 2.25% 20 10,000 10,000
€-PLN 18/07/2014|  17/07/2020 Prolonged - 25,000 25,000
0.63%
€-PLN 28/07/2014|  28/07/2019 1.64% - 10,000 10,000
€-PLN 26/03/2015|  26/03/2019 0.84% 0 2,500 5,000
€-PLN 09/07/2015|  09/07/2018 0.84% - - 10,000
€-PLN 21/07/2015|  21/07/2018 0.95% - - 10,000
€-PLN 23/07/2015|  23/07/2018 0.91% - - 25,000
€-PLN 25/07/2015|  25/07/2022 Prolonged - 10,000 10,000
0.68%
€-PLN 17/08/2015|  17/08/2018 0.81% 130 - 14,000
€-PLN 04/09/2015|  04/09/2022 Pr°'8';ggi;’ - 20,000 20,000
. 0
€-PLN 20/03/2016]  29/03/2019 0.78% 15 10,000 10,000
€-PLN 20/04/2016|  29/04/2026 2.35% 385 11,000 11,000
€-PLN 30/05/2016|  01/04/2019 0.72% - 20,000 20,000
€-PLN 05/09/2016]  05/09/2019 0.52% 15 10,000 10,000
€-PLN 20/10/2016|  20/10/2026 170% 80 20,000 20,000
€-PLN 16/11/2016]  16/11/2019 0.71% - 10,000 10,000
€-PLN 24/01/2017|  24/01/2022 1.06% 25 10,000 10,000
€-PLN 23/02/2017|  23/02/2027 2.08% 80 20,000 20,000
€-PLN 01/09/2017|  01/09/2021 0.65% - 10,000 10,000
€-PLN 20/11/2017|  20/11/2020 0.52% - 10,000 10,000
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28. DEBT SECURITIES IN ISSUE CONSOLIDATED AND COMPANY (Continued)

Promissory loan note (PLN) (Continued)

Nominal Nominal

Term Coupon Discount Value Dec. Value Dec.
31-Dec-18 31-Dec-17

Description from to €000 €000 €000
€-PLN 05/02/2018 05/02/2021 0.62% 25,000 -
€-PLN 05/02/2018 05/02/2021 0.63% 10,000 -
€-PLN 05/02/2018 05/02/2021 0.65% 10,000 -
€-PLN 14/02/2018 14/02/2028 1.98% 44.8 10,000 -
€-PLN 14/02/2018 14/02/2028 2.00% 1345 5,000 -
€-PLN 14/02/2018 14/02/2028 2.13% 5,000 -
€-PLN 24/04/2018 24/04/2028 1.87% 407.25 45,000 -
€-PLN 06/07/2018 06/07/2023 0.82% 25 10,000 -
€-PLN 06/07/2018 15/12/2027 1.77% 20 5,000 -
€-PLN 15/08/2018 15/08/2023 0.92% 8,000 -
€-PLN 03/09/2018 03/09/2021 047% 10,000 -
€-PLN 15/11/2018 15/11/2021 0.95% 30,000 -
Total 406,500 307,500

All promissory notes are bullet debt securities and are subject to constant rating. Promissory
notes with a par value of €173m (2017: €50m) were issued in the current year. Promissory
notes with a par value of €74m (2017: €72m) were repaid in the current year. A promissory
note issued on 25 July 2015 due for repayment on 25 July 2018 of €10m was prolonged for
repayment to 5 January 2020 at a revised interest rate of 0.68% from 0.91% and another
promissory note issued on 4 September 2015 due for repayment on 4 September 2018 of €20m
was prolonged for repayment at a revised interest rate of 0.69% from 0.78%. In 2017 two
promissory notes with a nominal value of €45m were prolonged. Three promissory notes
whose terms are greater than one year have payments due of €2.5m in 2018 (2017: €5m) and
these amounts have been included in debt securities repayable within one year. If the Standard
& Poor’s rating for the GRENKE AG Group were to be downgraded below BBB- there is a step
up clause in the Group and Company’s promissory note agreements. If that happens, the
noteholder can cancel the contract and seek immediate repayment or the noteholder will be
entitled to a step up on the interest rate of 0.75% on top of the initially agreed interest rate.
GRENKE AG’s Group rating is currently BBB+ by Standard & Poor.

The discounts are released over the term of the debt securities.
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28. DEBT SECURITIES IN ISSUE CONSOLIDATED AND COMPANY (Continued)

Commercial Paper Programme

Nominal Nominal

Term Value Dec. Value Dec.

31-Dec-18 31-Dec-17

Discount Payment € 000 € 000

gz;nerrnermal 25/05/2017 24/05/2018 13.92 i 0,000
g;’g;?’e”'a' 26/05/2017 25/05/2018 34.80 i 19:000
g;’,r;TerC'a' 01/06/2017 03/04/2018 6.79 i %000
g:g]er:]ermal 02/06/2017 03/04/2018 13.54 . 10,000
g;’;’;:”em'a' 08/06/2017 08/03/2018 4.5 - 5,000
ggg:lemal 20/06/2017 19/06/2018 24.21 i 10,000
g;)g;r:]ermal 03/07/2017 03/04/2018 3.80 . %000
g;;;r;rrnercual 05/07/2017 05/06/2018 743 _ 5,000
§;’,’,“6Ter°'a' 14/07/2017 11/07/2018 38.14 i 20,000
S;’,TeTem'a' 21/07/2017 22/01/2018 3.60 i 14,000
gg?er:]erdal 21/07/2017 19/07/2018 24.16 . 15,000
g;’g;?’e”'a' 31/07/2017 30/07/2018 8.08 - 5,000
ggg:lemal 10/08/2017 10/01/2018 0.64 i 5000
g;)g;r:]ermal 14/08/2017 14/02/2018 6.39 i 25,000
g;’;’;:”em'a' 16/08/2017 16/02/2018 511 . 20,000
§;’,’,“6Ter°'a' 28/08/2017 24/08/2018 15.02 i 19,000
g;’,r;TerC'a' 01/09/2017 08/01/2018 2.87 . 20,000
g;;;r;rrnercual 09/10/2017 03/04/2018 1.47 i 10,000
g;’g;?’e”'a' 22/11/2017 22/10/2018 6.49 - 10,000
ggg:lemal 28/11/2017 28/05/2018 1.01 i 20,000
gg?er:]emal 29/11/2017 04/04/2018 0.00 i 15,000
g;’;’;:”em'a' 04/12/2017 04/10/2018 1013 i 20,000
§;’,’,“6Ter°'a' 06/12/2017 09/10/2018 7.67 . 1,000
gsg;:emal 13/12/2017 22/02/2018 0.00 . 20,000
g;;;r;rrnercual 22/12/2017 22/06/2018 0.40 i 8,000
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28. DEBT SECURITIES IN ISSUE CONSOLIDATED AND COMPANY (Continued)

Commercial Paper Programme (Continued)

Nominal Nominal

Term Value Dec. Value Dec.

31-Dec-18 31-Dec-17

Discount Payment € 000 € 000
gz;nerrnemal 26/01/2018 24/01/2019 7.56 15,000
g:g;Termal 09/03/2018 11/02/2019 7.53 20,000
gsggermal 25/05/2018 25/04/2019 5.58 15,000
g;)g]er:]ercm 28/05/2018 28/01/2019 0.34 5,000
gg;lr:]emal 14/06/2018 14/01/2019 0.89 iy
gg,;l?eml 09/08/2018 08/03/2019 0.59 10,000
g;;‘r;}r:mermal 10/08/2018 08/08/2019 1.51 2500
gz;nerrnemal 14/08/2018 15/04/2019 3.05 iy
g;,:;?eml 11/09/2018 11/07/2019 6.73 20,000
gsggermal 18/09/2018 06/09/2019 1.76 20,000
g::er?ermal 21/09/2018 21/01/2019 0.51 15,000
g:g;Termal 28/09/2018 31/07/2019 1.27 5000
gg;r;r:nercnal 10/10/2018 10/01/2019 1.02 10.000
g;)‘r;}r:mermal 18/10/2018 27/03/2019 0.44 5,000
gg;lr:]emal 02/11/2018 02/04/2019 168 20,000
g;,:;?eml 08/11/2018 11/01/2019 0.62 5,000
gsggermal 09/11/2018 11/03/2019 3.05 10,000
gz;nerrnemal 09/11/2018 11/02/2019 9.40 45,000
g:g;Termal 09/11/2018 09/04/2019 210 5000
gg,;l?eml 09/11/2018 09/09/2019 18.98 15,000
g;)g]er:]ercm 09/11/2018 08/11/2019 25.21 10,000
gg;lr:]emal 13/11/2018 13/08/2019 16.67 20,000

Total 302,500 313,000

Cash raised under the commercial paper programme has no coupon. Forty two commercial

papers with a face value of €5651.5m (2017: €441m) were issued at a discount between
-0.05% (2017: 0.0%) and 0.25% (2017: 0.24%) in 2018.

Commercial paper with a nominal value of €562m (2017: €329m) was repaid in 2018.
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29. AMOUNT OWED TO GRENKE AG GROUP UNDERTAKINGS CONSOLIDATED AND
COMPANY

2018 2017
€ €
Amount due after one year:

Amount due to GRENKE Bank AG 299,919,319 254,369,822

Amount due in less than one year:
Amount due to GRENKE Bank AG 173,787,828 147,031,868
Amount due on current account 54,497,488 81,710,677
228,285,316 228,742,545

The amounts due to GRENKE Bank AG are in respect of proceeds received for the sale of
lease receivables. The lease receivables sold remain on the Group and Company statement
of financial position as an asset and the proceeds are shown as a liability. This liability will
reduce as the lease receivables mature. Interest is payable on the balances due to GRENKE
Bank AG at an average rate of interest of 1.69% (2017: 1.85%). The lease receivables sold to
GRENKE Bank AG remain on the statement of financial position because the Group and
Company has retained substantially all of the risks and rewards of the asset ownership. The
Group and Company transfers the risk of impairment on the leases sold to GRENKE Bank AG
through paying GRENKE Bank AG a guarantee fee who in return for this fee will take ownership
of the lease receivables which become non performing and will reduce the balance payable to
GRENKE Bank by the Net Present Value of those leases at the date they became non
performing. The Group and Company can buy back any lease receivable sold to the GRENKE
Bank AG at the net present value of the lease receivable on the date of buy back and also
remains entitled to any proceeds from the sale of the lease object on termination and any
secondary rentals generated by the lease object at the end of the lease. The amounts due to
GRENKE Bank AG are a refinancing liability and the sale of the lease receivables is to
securitise that refinancing liability. The lease receivables that were sold to GRENKE Bank AG
are included in the lease receivables.

The tables below show the amounts due to GRENKE Bank AG and the value that the lease
receivables sold to GRENKE Bank AG are included as an asset in the lease receivables in the
Statement of Financial Position.

2018 2017

€ €

Amount due to GRENKE Bank AG 473,707,147 401,401,690
Net present value of lease receivables sold to GRENKE

as an asset 495,809,447 413,869,357

Net difference (22,102,300) (12,467,667)

The table below shows the fair value of the amounts due to the GRENKE Bank and the fair
value of the lease receivables sold to the GRENKE Bank recognised as an asset in the lease
receivables in the financial statements.
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29. AMOUNT OWED TO GRENKE AG GROUP UNDERTAKINGS CONSOLIDATED AND
COMPANY (Continued)

2018 2017

€ €

Fair Value of amount due to GRENKE Bank AG 496,959,263 439,920,059
Fair Value of lease receivables sold to GRENKE Bank AG

recognised as an asset 520,146,464 453,584,119

Net difference (23,187,201) (13,664,060)

The amounts due on current account are the intergroup account balances with GRENKE AG
Group companies and cash pool amounts. The cash pool amounts of €12,075,889 (2017:
€71,392,401) due are surplus cash from GRENKE AG Group companies placed on overnight
deposit with the Group and Company. The cash pool balances are interest bearing and they
are not secured. The intergroup account balances of €42,421,598 (2017: €10,318,276) arise
from booking the day to day transactions between the Group and Company and other
companies in the GRENKE AG Group. The balances on the intergroup accounts are non
interest bearing and they are not secured.

30. BANK LOANS CONSOLIDATED AND COMPANY

2018 2017

€ €

Reserve accounts 10,398,581 870,000
Revolving credit facility drawn down 75,000,000 90,000,000
Money market lines drawn down - 25,000,000
85,398,581 115,870,000

The Group and Company has one overdraft bank facility for a total of €6m (2017: €5m), with
one German Bank.

The Group and Company has a credit support annex agreements with Deutsche Bank, HSBC,
SEB, DZ Bank, Bayerische Landesbank, and Landesbank Hessen-Thdringen which are
dependent on the value of forward exchange contracts the Group and Company has with the
respective counterparty. The Group and Company places money on deposit with the respective
counterparty if the value of the forward exchange contracts is in favour of the counterparty. If
the value is in favour of the Group and Company, the counterparty places money on deposit
with the Group and Company. At 31 December 2018 included in the amount classified as a
reserve above has been placed on deposit with the Group and Company. €310k (2017: €870k)
is on deposit with the Group and Company from DZ Bank and €560k (2017: Nil) is on deposit
from HSBC. There is also included in the reserve accounts an amount of €9.5m at 31
December 2018 held on trust for Coral Purchasing (Jersey) Limited which is a special purpose
vehicle who buy lease receivables from the Company’s parent GRENKE AG and to whom the
Company provides subordinated loans.
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30. BANK LOANS CONSOLIDATED AND COMPANY (Continued)

The Group and Company has seven (2017: six) revolving credit facilities with six German banks
and one French bank. The total volume of those facilities is €235m (2017: €150m). Over the
one-year term of the agreement, minimum amounts of €56m can be drawn at any time. The
French Revolving Credit Facility is a two year agreement. During the year €280m (2017:
€265m) was drawn down on these revolving credit facilities at interest rates between 0.71%
(2017: 0.672%) and 0.62% (2017: 0.621%) of which €75m (2017: €90m) was payable at 31
December 2018. €295m (2017: €225m) of the amounts drawn down on the revolving credit
facilities were repaid during the year end 31 December 2018.

The Group and Company also has one (2017: one) money market line of €35m (2017: €35m)
with one German Bank which it can draw down at any time subject to agreement by the bank.
During the year €30m (2017: €126m) was drawn down on money market lines at interest rates
between 0.09% (2017:0.02%) and 0.17% (2017: 0.12%) of which nil (2017: €25m) was payable
at 31 December 2018. €55m (2017: €129m) of the amounts drawn down on money market
lines were repaid during the year end 31 December 2018.

31. ASSET BASED FINANCIAL LIABILITIES CONSOLIDATED

2018 2017

€ €

Amount due after one year 183,104,567 173,203,744
Amount due in less than one year 105,544,405 114,834,237

Asset based financial liabilities are liabilities in connection with the ABCP programmes.

The following consolidated special purpose vehicles were in place at the balance sheet date
FCT "GK"-COMPARTMENT "G 2" (UniCredit is the sponsoring bank) (FCT GK 2) and FCT
"GK"-COMPARTMENT "G 3" (HSBC is the sponsoring bank) (FCT GK 3).

The ABCP programmes grant the Group and Company the right to refinance or to sell
receivables to the respective programmes for a certain period of time. The cap on the purchase
volume is determined by the volume of the programme, which is normally backed by the
organising bank in the form of a liquidity commitment in the corresponding amount. The
carrying amount is calculated using the effective interest method, whereby incurred transaction
costs are amortised over the term of the underlying refinancing package.

The programme volume, that is the net present value of the lease receivables that may be sold
to the SPV, for FCT GK 2 is €200m (2017: €200m) of which all of the volume has been utilised
at 31 December 2018 and at 31 December 2017.

FCT GK 2 is refinanced through the issue of FCT notes which are exclusively subscribed by
Special Purpose Vehicle Elektra Purchase No. 25 Limited. Therefore, the FCT GK 2 serves
the sole purpose of the securitisation of French lease receivables within the Asset Backed
Commercial Paper (ABCP) programme through Elektra Purchase No. 25 Limited. The

90



GRENKE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2018 (Continued)

31. ASSET BASED FINANCIAL LIABILITIES CONSOLIDATED (Continued)

Company does not make a gain or a loss on the sale of the French lease receivable contracts
because the leases remain on the Statement of Financial Position of the Company and the
contractual cashflow payment due to FCT GK 2 is shown as a liability.

The Special Purpose Vehicle Elektra Purchase No. 25 Limited was put in place for the purpose
of refinancing French lease receivables and UniCredit was the initiating bank.

The programme volume, that is the net present value of the lease receivables that may be sold
to the SPV, for FCT GK 3 is €192.8m (2017: €187.5m) of which €164.8m (2017: €163.3m) had
been utilised at 31 December 2018.

The SPVS are refinanced by issuing commercial papers, usually with a term of one month, on
a revolving basis. The interest on the commercial papers is based on one-month Euribor. This
is a floating interest rate. The structured entities manage the interest rate risk (fixed-rate lease
receivables versus floating-rate refinancing) with interest rate hedges.

There is no currency risk in ABCP refinancing as only euro transactions and euro-based leases
are involved.

If no options are taken to terminate the ABCP programmes at an earlier date the latest date
currently the programmes can continue is for FCT GK 2 July 2023 and for FCT GK 3 June
2028.

32. AMOUNT OWED TO SPECIAL PURPOSE VEHICLES COMPANY

2018 2017

€ €

Amount due after one year 218,803,448 222,255,941
Amount due in less than one year 146,111,653 141,098,807

The Company sold French lease receivables contracts to special purpose vehicles (SPV) put
in place by Unicredit Bank AG and HSBC. The Company did not make a gain or a loss on the
sale of the French lease receivable contracts as the leases remain on the statement of financial
position of the Company. The lease receivables sold to the SPV remain on the statement of
financial position because the Company has retained substantially all of the risks and rewards
of the asset ownership and also retains control of the transferred asset. The amounts due to
the SPV are a refinancing liability and the sale of the lease receivables is to securitise that
refinancing liability.

A condition of these transactions is that the Company provides gratification loans equal to
22.2% (2017: 20%) with FCT GK 3 (HSBC) and 14.68% (2017: 16.1%) with FCT GK 2
(Unicredit) of the amount due to the SPVs with an additional loan equal to 2% in both FCT
GK 3 and FCT GK 2 of the amount due to the SPVs for the cost of funding (“funding cost
loan”).
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32. AMOUNT OWED TO SPECIAL PURPOSE VEHICLES COMPANY (Continued)

The amounts owed to SPVs will be settled as the French lease receivables mature. The
balance repayable to the Company from the SPVs in respect of the Gratification loans and
cash reserves would be reduced by an amount equal to any lease receivables maturing but
which were not paid to the SPVs. The loans to SPVs will earn interest at a rate of one month
EURIBOR plus 2%. The loans are included in the subordinated loans which are set out in note
21 of the financial statements.

33. ACCRUALS AND DEFERRED INCOME CONSOLIDATED AND COMPANY

The deferred income on financial guarantee is explained in note 44 to the financial statements.

2018 2017
€ €

Amounts due after one year
Deferred income on financial guarantee 1,592,212 3,449,579
2018 2017
Amounts due within one year € €
Other accrued expenses 1,381,962 1,148,400
Trade creditors 4,305,533 2,361,343
Social welfare tax payable 34,511 29,923
Irish VAT 10,319 43,540
Corporation tax - 282,325
Overseas tax - 24,993
Accrued interest 14,108,321 11,269,543
Deferred income on financial guarantee 2,167,895 3,047,591
Deferred interest income 110,666 695,380
22,119,207 18,903,038

34. CALLED UP SHARE CAPITAL CONSOLIDATED AND COMPANY

2018 2017
€ €
Authorised
Ordinary shares of €1 each 50,000 50,000
Allotted, called up and fully paid
Ordinary shares of €1 each 50,000 50,000
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35. REVENUE RESERVES CONSOLIDATED AND COMPANY

Non distributable reserve at end of year

Revenue reserve

Restated Restated

2018 2017 1 January 2017

€ € €
201,100,695 201,100,695 169,478,812
36,066,446 (28,287,921) (25,616,403)
237,167,141 172,812,774 143,862,409

The directors in years prior to the current year resolved to move final profits to a non-
distributable reserve account as part of its parent's GRENKE AG capitalization requirements
as a consequence of GRENKE Bank AG being a member of the GRENKE AG Group.

GRENKE AG no longer has these capitalization requirements.

36. RECONCILIATION OF LIABILITES FROM FINANCING ACTIVITIES TO THE

STATEMENT OF CASH FLOWS

Liabilities from financing activities
Opening balance

Non cash change - amortisation of discounts/payments

on debt securities
Cash effective change

Closing Balance

Liabilities from financing activities

Debt Securities in Issue

Asset Based Liabilities

Amount Due to Grenke Bank
Revolving Credit Facilities

Money Market Lines Drawn Down

2018 2017

€ €

2,875,596,842 2,375,356,872

1,275,478 1,383,319

539,012,249 498,856,651
3,415,884,569 2,875,596,842

2018 2017 2016

€ € €
2,578,528,450 2,071,157,171 1,740,267,437
288,648,972 288,037,981 239,419,441
473,707,147 401,401,690 317,669,994
75,000,000 90,000,000 50,000,000

- 25,000,000 28,000,000
3,415,884,569 2,875,596,842 2,375,356,872
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37. DISCLOSURES ON FINANCIAL INSTRUMENTS

Valuation in

accordance with

Consolidated Valuation in accordance with IFRS 9 1AS 17
At fair value At fair value

Measurement Carrying directly in through Amortised

Dec. 31, 2018 category amount ocCI profit or loss cost
Dec. 31, 2018
€ € € € €

Financial assets
Cash & cash equivalents AC 69,942,110 - - 69,942,110 -
Financial instruments with positive fair
value without hedging relationship FVPL 3,187,726 - 3,187,726 - -
Lease receivables (performing) n.a. 1,609,068,133 - - - 1,609,068,133
Lease receivables (non-performing) n.a. 52,170,915 - - - 52,170,915
Subordinated loans FVPL FVPL 32,652,341 - 32,652,341 --
Reserve accounts L&R AC 1,050,000 - - 1,050,000 -
Amount due from group companies AC 1,834,147,278 - - 1,834,147,278 -
Amount due from franchisees AC 72,576,036 - - 72,576,036 -
Trade and other receivables AC 98,462,195 - - 98,462,195 -
Aggregated categories AC - - 2,076,177,619 -

FVPL - 35,840,067 - -

FVOCLR - - - 1,661,239,048
Financial liabilities
Debt securities in issue AC 2,578,528,450 - - 2,578,528,450 -
Amount owed to group undertakings AC 528,204,635 - - 528,204,635 -
Asset based AC 288,648,972 - - 288,648,972 -
Bank loans AC 85,398,581 - - 85,398,581 -
Accruals and deferred income AC 19,840,646 - - 19,840,646 -
Financial instruments with negative fair
value without hedging relationship FVPL 2,428,604 - 2,428,604 - -
Financial instruments with negative fair
value with hedging relationship FVOCIR 14,690 14,690 - - -
Aggregated categories AC - - 3,500,621,284 -

FVPL - 2,428,604 - -

FVOCLR 14,690 - - -
Abbreviations:
FVPL: Financial assets and financial liabilities measured at fair value through profit and loss.
FVOCIoR:  Financial assets measured at fair value through OCI without recycling.
AC: Financial assets and financial liabilities measured at amortised cost.
na: not applicable/no category according to IFRS 7.8.
L&R: Loans and receivables
oL other (financial) liabilities
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37. DISCLOSURES ON FINANCIAL INSTRUMENTS (continued)

CONSOLIDATED

Restated Valuation in accordance with
IFRS 9

Restated
Valuation in
accordance with
IAS 17

Measurement Restated At fair value At fair value
category Measurement Carrying directly in through Amortised
Dec. 31, 2017 before IFRS 9 category amount oCI profit or loss cost
Dec. 31, 2017
€ € € € €

Financial assets
Cash & cash equivalents L&R AC 16,172,013 - - 16,172,013 -
Financial instruments with positive fair
value without hedging relationship FVPL FVPL 3,356,424 - 3,356,424 - -
Financial instruments with positive fair
value with hedging relationship FVOCLR FVOCLR 3,030 3,030 - - -
Lease receivables (performing) n.a. n.a. 1,345,493,056 - - - 1,345,493,056
Lease receivables (non-performing) L&R n.a. 44,007,916 - - - 44,007,916
Subordinated loans FVPL FVPL 34,676,099 - 34,676,099 -|-
Reserve accounts L&R AC 240,000 - - 240,000 -
Amount due from group companies L&R AC 1,573,389,582 - - 1,573,389,582 -
Amount due from franchisees L&R AC 59,861,258 - - 59,861,258 -
Trade and other receivables L&R AC 113,972,521 - - 113,972,521 -
Aggregated categories AC - - 1,763,635,374 -

FVPL - 38,032,523 - -

FVOCLR 3,030 - -l 1,389,500,972
Financial liabilities
Debt securities in issue oL AC 2,071,157,171 - - 2,071,157,171 -
Amount owed to group undertakings oL AC 483,112,367 - - 483,112,367 -
Asset based liabilities oL AC 288,037,981 - - 288,037,981 -
Bank loans oL AC 115,870,000 - - 115,870,000 -
Accruals and deferred income oL AC 14,877,742 - - 14,877,742 -
Financial instruments with negative fair
value without hedging relationship FVPL FVPL 1,950,243 - 1,950,243 - -
Financial instruments with negative fair
value with hedging relationship FVOCLR FVOCLR 12,550 12,550 - - -
Aggregated categories AC - - 2,973,055,261 -

FVPL - 1,950,243 - -

FVOCLR 12,550 - - -
Abbreviations:
FVPL: Financial assets and financial liabilities measured at fair value through profit and loss.
FVOCIoR: Financial assets measured at fair value through OCI without recycling.
AC: Financial assets and financial liabilities measured at amortised cost.
na: not applicable/no category according to IFRS 7.8.
L&R: Loans and receivables
oL other (financial) liabilities
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37. DISCLOSURES ON FINANCIAL INSTRUMENTS (continued)

Restated Valuation in accordance with

Restated
Valuation in
accordance with

CONSOLIDATED IFRS 9 1AS 17
Measurement Restated At fair value At fair value
category Measurement Carrying directly in through Amortised
Jan 1, 2017 before IFRS 9 category amount oc1 profit or loss cost
Jan 1, 2017
€ € € € €

Financial assets
Cash & cash equivalents L&R AC 17,190,219 - - 17,190,219 -
Financial instruments with positive fair
value without hedging relationship FVPL FVPL 4,154,486 - 4,154,486 - -
Financial instruments with positive fair
value with hedging relationship FVOCLR FVOCLR 88,779 88,779 - - -
Lease receivables (performing) n.a. n.a. 1,139,003,975 - - - 1,139,003,975
Lease receivables (non-performing) L&R n.a. 37,119,892 - - - 37,119,892
Subordinated loans FVPL FVPL 34,216,525 - 34,216,525 - -
Reserve accounts L&R AC 1,820,000 - - 1,820,000 -
Amount due from group companies L&R AC 1,280,031,445 - - 1,280,031,445 -
Amount due from franchisees L&R AC 31,220,315 - - 31,220,315 -
Trade and other receivables L&R AC 103,265,026 - - 103,265,026 -
Aggregated categories AC - - 1,433,527,005 -

FVPL - 38,371,011 - -

FVOCLR 88,779 - -l 1,176,123,867
Financial liabilities
Debt securities in issue oL AC 1,740,267,437 - - 1,740,267,437 -
Amount owed to group undertakings oL AC 380,712,541 - - 380,712,541 -
Amount owed to franchisees oL AC 136,140 - - 136,140 -
Asset based liabilities oL AC 239,419,441 - - 239,419,441 -
Bank loans oL AC 78,085,343 - - 78,085,343 -
Accruals and deferred income oL AC 12,203,517.00 - - 12,203,517 -
Financial instruments with negative fair
value without hedging relationship FVPL FVPL 3,482,196 - 3,482,196 - -
Financial instruments with negative fair
value with hedging relationship FVOCLR FVOCLR 17,950 17,950 - - -
Aggregated categories AC - - 2,450,824,419 -

FVPL - 3,482,196 - -

FVOCLR 17,950 - - -

Abbreviations:

FVPL:

FVOCIoR: Financial assets measured at fair value through OCI without recycling.
AC: Financial assets and financial liabilities measured at amortised cost.
n.a: not applicable/no category according to IFRS 7.8.

L&R: Loans and receivables

oL other (financial) liabilities

Financial assets and financial liabilities measured at fair value through profit and loss.
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37. DISCLOSURES ON FINANCIAL INSTRUMENTS (continued)

Valuation in
accordance with
COMPANY Valuation in accordance with IFRS 9 1AS 17
At fair value At fair value

Measurement Carrying directly in through Amortised

Dec. 31, 2018 category amount ocCI profit or loss cost
Dec. 31, 2018
€ € € € €

Financial assets
Cash & cash equivalents AC 69,942,110 - - 69,942,110 -
Financial instruments with positive fair
value without hedging relationship FVPL 3,187,726 - 3,187,726 - -
Lease receivables (performing) n.a. 1,609,068,133 - - - 1,609,068,133
Lease receivables (non-performing) n.a. 52,170,915 - - - 52,170,915
Investment in equity AC 150 - - 150 -
Subordinated loans FVPL FVPL 105,852,733 - 105,852,733 - -
Reserve accounts L&R AC 4,115,587 - - 4,115,587 -
Amount due from group companies AC 1,834,147,278 - - 1,834,147,278 -
Amount due from franchisees AC 72,576,036 - - 72,576,036 -
Trade and other receivables AC 98,462,195 - - 98,462,195 -
Aggregated categories AC - - 2,079,243,356 -

FVPL - 109,040,459 - -

FVOCLR - - -l 1,661,239,048
Financial liabilities
Debt securities in issue AC 2,578,528,450 - - 2,578,528,450 -
Amount owed to group undertakings AC 528,204,635 - - 528,204,635 -
Amount owed to special purpose vehicles AC 364,915,101 - - 364,915,101 -
Bank loans AC 85,398,581 - - 85,398,581 -
Accruals and deferred income AC 19,840,646.00 - - 19,840,646 -
Financial instruments with negative fair
value without hedging relationship FVPL 2,428,604 - 2,428,604 - -
Financial instruments with negative fair
value with hedging relationship FVOCLR 14,690 14,690 - -
Aggregated categories AC - - 3,576,887,413 -

FVPL - 2,428,604 - -

FVOCLR 14,690 - - -
Abbreviations:
FVPL: Financial assets and financial liabilities measured at fair value through profit and loss.

FVOCIoR:

n.a.:
L&R: Loans and receivables
oL other (financial) liabilities

Financial assets measured at fair value through OCI without recycling.
AC: Financial assets and financial liabilities measured at amortised cost.
not applicable/no category according to IFRS 7.8.
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37. DISCLOSURES ON FINANCIAL INSTRUMENTS (continued)

Restated Valuation in accordance with

Restated
Valuation in

accordance with

COMPANY IFRS 9 I1AS 17
Measurement Restated At fair value At fair value
category Measurement Carrying directly in through Amortised
Dec. 31, 2017 before IFRS 9 category amount oc1 profit or loss cost
Dec. 31, 2017
€ € € € €

Financial assets
Cash & cash equivalents L&R AC 16,172,013 - - 16,172,013 -
Financial instruments with positive fair
value without hedging relationship FVPL FVPL 3,356,424 - 3,356,424 - -
Financial instruments with positive fair
value with hedging relationship FVOCLR FVOCLR 3,030 3,030 - - -
Lease receivables (performing) n.a. n.a. 1,345,493,056 - - - 1,345,493,056
Lease receivables (non-performing) L&R n.a. 44,007,916 - - - 44,007,916
Investment in equity L&R AC 150 - - 150 -
Subordinated loans FVPL FVPL 106,725,887 - 106,725,887 - -
Reserve accounts L&R AC 3,506,829 - - 3,506,829 -
Amount due from group companies L&R AC 1,573,389,582 - - 1,573,389,582 -
Amount due from franchisees L&R AC 59,861,258 - - 59,861,258 -
Trade and other receivables L&R AC 113,972,521 - - 113,972,521 -
Aggregated categories AC - - 1,766,902,353 -

FVPL - 110,082,311 - -

FVOCLR 3,030 - -l 1,389,500,972
Financial liabilities -
Debt securities in issue oL AC 2,071,157,171 - - 2,071,157,171 -
Amount owed to group undertakings oL AC 483,112,367 - - 483,112,367 -
Amount owed to special purpose vehicles oL AC 363,354,748 - - 363,354,748 -
Bank loans oL AC 115,870,000 - - 115,870,000 -
Accruals and deferred income oL AC 14,877,742 - - 14,877,742 -
Financial instruments with negative fair
value without hedging relationship FVPL FVPL 1,950,243 - 1,950,243 - -
Financial instruments with negative fair
value with hedging relationship FVOCLR FVOCLR 12,550 12,550 - -
Aggregated categories AC - - 3,048,372,028 -

FVPL - 1,950,243 - -

FVOCLR 12,550 - - -
Abbreviations:
FVPL: Financial assets and financial liabilities measured at fair value through profit and loss.

FVOCIoR: Financial assets measured at fair value through OCI without recycling.
AC: Financial assets and financial liabilities measured at amortised cost.
n.a.: not applicable/no category according to IFRS 7.8.

L&R: Loans and receivables

oL other (financial) liabilities
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37. DISCLOSURES ON FINANCIAL INSTRUMENTS (continued)

Restated Valuation in accordance with

Restated
Valuation in

accordance with

COMPANY IFRS 9 1AS 17
Measurement Restated At fair value At fair value
category Measurement Carrying directly in through Amortised
Jan 1, 2017 before IFRS 9 category amount oCI profit or loss cost
Jan 1,2017
€ € € € €

Financial assets
Cash & cash equivalents L&R AC 17,190,219 - - 17,190,219 -
Financial instruments with positive fair
value without hedging relationship FVPL FVPL 4,154,486 - 4,154,486 - -
Financial instruments with positive fair
value with hedging relationship FVOCLR FVOCLR 88,779 88,779 - - -
Lease receivables (performing) n.a. n.a. 1,139,003,975 - - - 1,139,003,975
Lease receivables (non-performing) L&R n.a. 37,119,892 - - - 37,119,892
Investment in equity L&R AC 150 - - 150 -
Subordinated loans FVPL FVPL 123,458,096 - 123,458,096 -
Reserve accounts L&R AC 3,994,801 - - 3,994,801 -
Amount due from group companies L&R AC 1,280,031,445 - - 1,280,031,445 -
Amount due from franchisees L&R AC 31,220,315 - - 31,220,315 -
Trade and other receivables L&R AC 103,265,026 - - 103,265,026 -
Aggregated categories AC - - 1,435,701,956 -

FVPL 127,612,582 - -

FVOCLR 88,779 - -l 1,176,123,867
Financial liabilities
Debt securities in issue oL AC 1,740,267,437 - - 1,740,267,437 -
Amount owed to group undertakings oL AC 380,712,541 - - 380,712,541 -
Amount owed to franchisees oL AC 136,140 - - 136,140 -
Amount owed to special purpose vehicles oL AC 330,835,963 - - 330,835,963 -
Bank loans oL AC 78,085,343 - - 78,085,343 -
Accruals and deferred income oL AC 12,203,517.00 - - 12,203,517 -
Financial instruments with negative fair
value without hedging relationship FVPL FVPL 3,482,196 - 3,482,196 - -
Financial instruments with negative fair
value with hedging relationship FVOCLR FVOCLR 17,950 17,950 - - -
Aggregated categories AC - - 2,542,240,941 -

FVPL - 3,482,196 - -

FVOCLR 17,950 - - -
Abbreviations:
FVPL: Financial assets and financial liabilities measured at fair value through profit and loss.

FVOCIoR:

AC:

n.a.: not applicable/no category according to IFRS 7.8.
L&R: Loans and receivables

oL other (financial) liabilities

38. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY

Financial Risk Strategy

Business Model of the Group and Company

Financial assets measured at fair value through OCI without recycling.
Financial assets and financial liabilities measured at amortised cost.

As a small-ticket IT leasing company, Group and Company offers lease contracts to B2B
customers for mobile IT assets, among others. The lease portfolio, i.e. all lease contracts in
their entirety, has fixed contractual terms over the duration of each individual contract. Upon
conclusion of the contract, both the periodical payments as well as the interest rate used to
calculate the payments are set out. Neither of the parties can subsequently amend these terms.
Group and Company only dissolves or agrees to dissolve contracts prematurely (repurchase,
exchange option, termination, etc.) if the lessee bears the potential loss (i.e. due to lost
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38. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY
(Continued)

interest). Each derivative contract has an underlying economic transaction with a
corresponding contrarian risk position. Contracts are only concluded with credit institutions
having an investment grade rating. Therefore, and due to the diversification of our contract
partners, the maximum credit risk is of minor importance and is limited to the carrying amount.

Hedging Policy of the Group and Company

Derivatives are used when, and only when, underlying contracts must be hedged. Underlying
contracts are the contractual obligations entered into by Group and Company in order to
achieve its objectives. The Treasury department is not a separate profit centre.

Items are largely hedged in terms of volume or amount, with various instruments being used.
The choice of instrument is always a management decision based on the risk profile, i.e. the
potential income associated with the risk in question. In addition to benefiting from falling
interest rates, interest rate caps also entail a risk of rising finance costs until the strike is
reached, whereas swaps fix a specified interest rate for the term of the underlying transaction.
Derivative financial instruments for currency hedging are recognised as part of an economic
hedge; derivative financial instruments for interest rate hedges are presented using a cash flow
hedge.

Measurement

Since the derivatives used are so-called OTC derivatives rather than standardised, listed
financial instruments, recognised measurement models are used for calculating fair values.
The necessary parameters for measurement, such as interest rates, yield curves, and foreign
exchange spot and forward rates, can be observed on the market at all times and may be
accessed via external sources of information.

Currency Risk Management

The Group and Company are exposed to currency risks as a result of its European activities
and the growing significance of its international markets. Derivatives are used to mitigate or
eliminate these risks. The Group and Company is the principal treasury arm of the GRENKE
AG Group and it therefore from time to time has derivatives mitigating or eliminating currency
risks in other companies in the GRENKE AG Group.

Derivative Financial Instruments for Currency Hedging

Forward exchange contracts were and are used to hedge the cash flows from the refinancing
of the international franchise companies in Singapore, Australia, Poland and Canada, and of
the Group companies in Britain, Turkey, Czech Republic, Sweden, Hungary, Switzerland
(factoring), Croatia, Dubai, and Denmark.

Hedge accounting was not applied. The fair values of the forward exchange contracts are

recorded under derivative financial instruments with positive fair value and derivative financial
instruments with negative fair value.
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38. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY
(Continued)

Sensitivity
For information on exchange rate sensitivity, please refer to the note 41.

Interest Rate Risk Management

The interest rate risk for the GRENKE AG Group's operations results mainly from the sensitivity
of its financial liabilities to changes in market interest rates. The Group and Company
endeavours to limit the impact of such risks on interest expense and net interest income by
employing appropriate derivatives.

Derivative Financial Instruments for Interest Rate Hedging

Issuing bonds and contracting interest rate swaps are elements of implementing a financing
strategy under which Group and Company separates refinancing from interest rate hedging in
order to obtain maximum flexibility for optimising its refinancing activities. The risks (variable
cash flows) which may result are hedged by appropriate interest rate derivatives.

Interest rate swaps are used as hedging instruments and are designated as hedges in
accordance with IAS 39 if the appropriate requirements have been met. As all interest rate
derivatives used in hedge accounting have been proven to be 100% effective, the changes in
their clean value (excluding accrued interest) were recognised in other comprehensive income.

Under the ABCP programmes as well as the FCT "GK"-COMPARTMENT "G2" and FCT "GK"-
COMPARTMENT "G3", the respective structured entity or the Group and Company is
responsible for interest rate hedging and thus interest rate risk management. The variable
refinancing of the ABCP transaction is economically hedged by the employment of interest rate
swaps. From the perspective of the Group and Company, both are receiver swaps. A fixed
interest rate is exchanged for a floating-rate interest.

Sensitivity
For information on interest rate sensitivity, please refer to note 41.

Hedge Effectiveness

IFRS accounting requires documentation and a risk analysis when derivative financial
instruments are employed. The appropriation between the underlying transaction and the
hedging instrument determines the effectiveness of a hedging relationship. By employing
derivatives for interest rate hedging, the Group and Company applies hedge accounting in
accordance with IFRS 9. Hedge effectiveness, as required by IFRSs, is in line with Group and
Company’s intention of using derivatives only to hedge risks from the designated underlying
transaction and to never enter into derivatives for speculative reasons.

The tests of effectiveness for each financial derivative accounted for in a hedge, in accordance
with IFRS 9, were performed as per the end of each quarter using the "hypothetical derivative
method". The documentation of each hedging relationship describes the underlying
transaction, hedged risk, strategy, hedging instrument, estimate of effectiveness and names
the counterparty. A hedging relationship only exists in substance for currency hedging.
Although the hedging instruments are specifically designated, hedge accounting pursuant to
IFRS 9 is not applied.
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Forward Exchange Contracts

The underlying transaction for all forward exchange hedges is determined by the payments
resulting from the financing in the respective currency area. The cash flows denominated in
foreign currency are the basis for the forward contracts. The hedge may be classified as highly
effective because only the actual cash flows are hedged and never a higher amount. Ideally,
the dates of the financing and the foreign exchange hedge coincide to ensure the best possible
economic hedge of the cash flow risk.

Interest Rate Swaps

The parameters of the underlying transaction resulting from the financing (liability) are
considered first and foremost when contracting interest rate swaps. For this reason, the interest
rate terms of the swaps on the variable side are the same as those of the underlying
transaction. Furthermore, the swap volume contracted is never greater than the volume of the
hedged financing. The active integration of existing and future planned refinancing transactions
allows for anticipatory risk management. Going forward, quarterly tests of effectiveness will be
conducted as part of this ongoing analysis, in which the effectiveness of the hedging
relationships is tested using a method allowed under IFRS.

To date, the hedging relationships between interest rate swaps and existing and planned
financing have proven to be highly effective. Under the "hypothetical derivative method",
effectiveness was almost 100% and therefore within the prescribed range. For all derivatives
in hedge accounting, both the retrospective and the prospective effectiveness of the hedging
relationships are confirmed as per the end of the reporting period. In the opinion of the Group
and Company and the risk management, interest rate derivatives outside of hedge accounting
according to IAS 39 are also considered effective instruments for hedging interest rate risks in
the Consolidated Group.

39. FAIR VALUE OF FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY

Fair Value of Primary Financial Instruments

The following table presents the carrying amounts and fair values of financial assets and
financial liabilities by category of financial instruments which are not measured at fair value.
The table does not contain information on the fair value of financial assets and financial
liabilities if the carrying amount represents an appropriate approximation to the fair value. This
includes the following line items of the Group and Company Statement of Financial Position:
financial investments held to maturity, subordinated loans and reserve accounts, non
performing lease receivables, amounts due from group undertakings, amounts due from
franchisees, trade receivables, cash and cash equivalents, amounts due to group undertakings
except amounts due to GRENKE Bank AG, amounts due to franchisees, amounts owed to
special purpose vehicles, asset based liabilities and trade payables. All primary financial
instruments are assigned to level 2 of the fair value hierarchy except for exchange-listed bonds
which are included in debt securities in issue and which are assigned to level 1 of the fair value
hierarchy. As per the reporting date, the carrying amount of exchange-listed bonds was
€1,875,000,000 (2017: €1,454,000,000) and their fair value amounted to €1,882,143,955
(2017: €1,485,589,910).

102



GRENKE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2018 (Continued)

39. FAIR VALUE OF FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY
(Continued)

Restated Restated Restated Restated

Carrying Carrying Carrying

Fair Value Amount Fair Value Amount Fair Value Amount

31-Dec-18 31-Dec-18 31-Dec-17 31-Dec-17 01-Jan-17 01-Jan-17
€ € € € € €

Financial assets

Lease receivables (performing) 1,719,872,348  1,644,307,256 1,486,662,564 1,375,349,878 1,271,385,554 1,163,179,744
Financial liabilities

Debt securities in issue 2,550,239,322  2,584,000,000 2,097,895,025 2,074,500,000 1,760,899,659 1,743,700,000

The amounts due to GRENKE Bank AG details of which are included in note 29 and which
have a carrying amount of €473,707,147 (2017: €401,401,690). The fair value of the amount
due to GRENKE Bank AG would be greater than the carrying value by approximately the same
proportion as the fair value of the lease receivables (performing) disclosed above to the
carrying amount disclosed above. This is because the cash flows of the repayments to the
Grenke Bank have the equivalent timing of the cash flows from the underlying lease receivable
and are in the same proportion of the amount due to the GRENKE Bank AG to the carrying
value of the underlying lease receivable.

Fair Values of Derivative Financial Instruments

At the end of the reporting period, all derivative financial instruments, which include interest
rate derivatives (interest rate swaps) and forward exchange contracts, are recognised at fair
value by the Group and Company. Forward exchange contracts are recognised without
hedging relationship. All derivative financial instruments are assigned to level 2 of the fair value
hierarchy.

Carrying Carrying
Fair Value Amount Fair Value Amount
31-Dec-18 31-Dec-18 31-Dec-17 31-Dec-17
€ € € €
Financial assets
Interest rate derivatives with
hedging relationship - - 3,030 3,030
Interest rate derivatives
without hedging relationship - - 1,210 1,210
Forward exchange contracts 3,187,726 3,187,726 3,355,214 3,355,214
Total 3,187,726 3,187,726 3,359,454 3,359,454
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39. FAIR VALUE OF FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY

(Continued)

Carrying Carrying
Fair Value Amount Fair Value Amount
31-Dec-18 31-Dec-18 31-Dec-17 31-Dec-17
€ € € €
Financial Liabilities
Interest rate derivatives with
hedging relationship 14,690 14,690 12,550 12,550
Interest rate derivatives
without hedging relationship - - 4,386 4,386
Forward exchange contracts 2,428,604 2,428,604 1,945,857 1,945,857
Total 2,443,294 2,443,294 1,962,793 1,962,793

The Group and Company uses the so-called OTC derivatives ("over the counter"). These are
directly concluded with counterparties having at least an investment grade status. Thus, there
are no market prices available.

Fair values of forward exchange contracts and interest rate derivatives are determined based
on valuation models which include observable input parameters. Forward exchange contracts
are measured on the basis of a market-to-market valuation model. The fair value of interest
rate derivatives is determined on the basis of the net present valued method. The input
parameters applied in the valuation models are derived from market quotes. Interest rates with
matching maturities in the traded currencies are used for forward exchange contracts and
interest rates are used for interest rate derivatives. In order to obtain the fair value of such OTC
derivatives, the determined amounts are multiplied with the counterparty's credit default swaps
(CDS) with matching maturities which are observable on the market or the own credit risk using
a so-called "add-on method".

As per the reporting date, the forward exchange contracts have the following fair values for the
individually contracted currencies:

Measurement Methods and Input Parameters Used

The following table presents the measurement methods used to determine the fair values and
the applied input parameters and assumptions:
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Type and level Measurement method Input parameters

Forward exchange contracts market-to-market available interest rates at the end of the term in the

discounted present value of estimated traded currencies using the own counterparty risk
future cash flows (Debt Value Adjustment [DVA]) or the counterparty's
credit risk (CVA [Credit Value Adjustment]) derived

from available credit default swap (CDS) quotes

Interest rate derivatives net present value model available interest rates at comparable conditions and

discounted present value of estimated residual terms using the own counterparty risk DVA
future cash flows (Debt Value Adjustment) or the counterparty's credit
risk CVA (Credit Value Adjustment) derived from

available credit default swap (CDS) quotes

40. COMMITMENTS UNDER OPERATING LEASES CONSOLIDATED AND COMPANY

2018 2017

€ €

Commitments less than one year 293,647 160,012
Commitments greater than one year less than five years 1,299,777 391,324
Commitment greater than five years - -
Total Commitments 1,593,424 551,336

The commitments under operating leases has increased in the year ended 31 December 2018
due to the Group and Company signing two new leases in November 2018 in respect of Unit
209, 210 and Unit 310 Q House, Furze Road, Sandyford, Dublin 18 with an option to terminate
the leases on 6 November 2023. The increase is also due to extending the option to terminate
the lease on Unit 306, 307 from 1 August 2019 to 6 November 2023 and the option to terminate
the lease on Unit 410, 411 from 6 November 2022 to 6 November 2023.

The Group and Company has four operating leases in Q House, Furze Road, Sandyford,
Dublin 18 under the terms set out below:

Option to
terminate lease Current annual
Unit  Lease expiry date date Rent review date rent
€
306 & 307 31/07/2024 06/11/2023 01/08/2019 65,912
410 & 411 06/11/2026 06/11/2023 07/11/2022 94,100
310 06/11/2028 06/11/2023 06/11/2023 36,604
209 & 210 06/11/2028 06/11/2023 06/11/2023 73,983
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(Continued)

The Group and Company signed two new leases in 2018 in respect of unit 310 and Unit 209 &
210 and as part of the agreement amended the option dates in respect of the other two leases
to 6 November 2023 in order to align the option date for all of its leases.

The commitments set out in this note assume that the company will have to amend its rent per
square foot for unit 306 & 307 and unit 410 & 411 to a rent per square foot equal to the rent
currently being paid in respect of unit 310, 209, 210 on the rent review date. The lease for unit
306 & 307 and 410 & 411 states that the rent will be revised to an amount agreed by the
landlord and the Company on the rent review date. If the Company and Landlord are unable
to reach agreement the revised rent will be determined by an independent arbitrator.

The commitments set out in this note assume the company will terminate the leases on the
option date. To terminate the leases on the option date the Company must give notice no
earlier than eighteen months before the option date and no later than twelve months before the
option date. The landlord cannot terminate the leases on the option date.

41. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES OF THE GROUP AND
COMPANY

Risk Policy/Strategy

The Group and Company’s risk policy aims to measure and actively manage risks which arise
from operating activities. The Group and Company measures the credit risk of its business so
that it can determine and factor in adequate risk premiums and thus achieve a positive
risk/return trade—-off. The Group and Company also uses derivatives to hedge interest rate risk.
The Group and Company’s risk strategy aims to diversify its receivables widely, something
which is already an integral part of the Group and Company’s business model. GRENKE
Finance PLC carries out leasing activities and provides finance to GRENKE AG Group
companies and GRENKE AG Group franchise companies to allow them to carry out lease
activities.

Therefore the main risk to the Group and Company is the collectability of lease receivables by
the Group and Company, GRENKE AG Group companies and GRENKE AG Group franchise
companies. As the GRENKE AG Group focus on small-ticket leasing, there is no risk
concentration, for example, in the GRENKE AG Group lease portfolio or in new businesses.
This applies to both customers and industries. The group is not dependent on manufacturers
either and the Group and Company has diversified its refinancing among various banks.

The Group and Company’s international growth strategy also leads to an even wider
diversification of its receivables.

A key element of the Group and Company’s risk management system is extensive quality
management, which also affords the additional benefit of ensuring a high level of service quality
and satisfaction among its customers and business partners. Consistently and continuously
improving the extensive quality management system is part of the Group and Company’s
corporate philosophy. Above all, this includes the Group and Company’s scoring process to
evaluate credit risk arising from lease agreements, the evaluation of its reseller relationships
based on counterparty risks, the documentation of its business processes and the development
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of IT programs to meet the Group and Company’s specific needs in administering contractual
arrangements with its lessees, group companies and franchise partners. In addition, the
correctness of financing (avoidance of double financing, actual acquisition of lease assets) is
reviewed and documented by external advisors every six months.

Counterparty Default Risk

The geographical location of the Group and Company’s assets is set out below under the asset
classes included in the Consolidated Statement of Financial Position. All the asset classes
below are Group and Company with the exception of subordinated loans and reserves where
the consolidated and Company numbers are shown separately. The financial investments are
Group and Company only. The asset classes are set out below from what is in the Directors
opinion the order of liquidity of those asset classes. Within those classes specific assets may
be less liquid than specific assets in another class.

Geographical risk existed mainly in France, Italy and Germany which accounted for 72% of the
total assets of the Group and Company. The respective Euler Hermes Country Risk Rating for
Germany and France is “1”, while ltaly is rated “2”. In October 2018, the rating agency Moody’s
lowered the country’s credit rating to “Baa3” following the presentation of the budget draft by
the new ltalian government. Nevertheless, the impending financial imbalance of the Italian
government is currently not having a material impact on the risk position of the Group and
Company. The local legal certainty in the respective countries also plays an important role in
contemplating country risks. In addition, the political developments in the Eurozone are
becoming an increasing focus due to the pending Brexit. We reduce our country risk by
diversifying among several countries.

Cash & cash equivalents 2018 2017
€ €

Germany 68,759,798 16,071,241
Ireland 103,111 98,393
Spain 1,079,201 2,379
69,942,110 16,172,013

Derivative financial instruments 2018 2017
€ €

Germany 3,187,726 3,359,454
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Trade and other receivables 2018 2017
€ €
Croatia - 414
Finland 4,757,151 4,556,962
France 28,265,323 44,654,261
Germany 280,025 292,628
Hungary 530,129 486,893
Italy 37,931,162 37,706,069
Luxembourg 433,467 285,951
Malta 1,553,301 525,071
Netherlands 4,232,053 5,596,412
Portugal 7,063,309 6,683,540
Romania 3,069,812 3,188,530
Slovenia 305,274 392,442
Spain 10,038,843 9,603,346
United Kingdom - -
Turkey 2,346 -
Ireland 4,351,379 -
102,813,574 113,972,519

Excluded from trade and other receivables are assets which have no liquidity deferred risk
premiums of €29,720,881 (2017: €26,783,297) and prepayments of €262,869 (2017:
€154,292).
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Amounts due from GRENKE AG Group companies

Belgium
Czech
Denmark
Dubai
Finland
France
Germany
Ireland
Ttaly
Luxembourg
Malta
Portugal
Romania
Slovakia
Spain
Sweden
Switzerland

Turkey

United Kingdom

Restated Restated
2018 2017 1 January 2017
€ € €
66,335,393 49,681,543 42,508,631
19,870,771 14,436,641 9,460,027
61,148,146 59,994,287 51,526,514
27,182,088 - -
3,615,628 2,095,215 2,270,569
12,069,460 - -
404,425,959 420,027,934 417,325,532
7,566,794 5,021,087 2,185,615
1,075,198,813 821,459,152 577,614,362
1,068,975 799,731 709,794
233,443 - -
- - 2,630,602
2,366,248 1,934,807 730,082
9,569,178 9,787,904 8,994,238
49,272,680 41,431,403 37,790,979
38,913,865 36,878,046 23,954,526
12,132,779 9,099,013 9,066,367
1,470,587 5,094,809 11,724,664
41,706,471 95,648,010 81,538,943
1,834,147,278 1,573,389,582 1,280,031,445

Dubai is included in the amounts due from Grenke AG Group companies and is shown in the
above figures for 2018 for the first time due to GC Leasing Middle East FZCO being acquired
by the GRENKE AG Group in the current year. Previously the balance due 2017: €19,718,600
(2016: €17,357,672) from Dubai was shown in amounts due from GRENKE AG Group

Franchisees.

Amounts due from GRENKE AG Group franchisees

Canada
Croatia
Dubai

ITreland

Singapore

United Kingdom

Poland
Australia

Latvia

Restated Restated
2018 2017 1 January 2017
€ € €
31,855,306 19,448,786 10,038,655
- 10,324,310 538,626
- 19,718,600 17,357,672
6,953,258 3,070,473 1,088,670
15,730,015 5,368,968 2,194,682
6,007 4,012 2,010
5,187 480,649 -
17,976,166 1,445,460 -
50,097 - -
72,576,036 59,861,258 31,220,315
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Lease receivables

Czech
Finland
France
Germany
Hungary
Ireland

Ttaly
Luxembourg
Malta
Netherlands
Portugal
Romania
Slovenia

Spain

Subordinated loans and reserves consolidated

France

Germany

Subordinated loans and reserves company

France

Germany

Financial investments company

France

2018

€
1,538,823
55,867,562
1,091,081,688
25,649,709
13,732,998
557,435
342,436
14,440,278
13,958,301
122,310,191
125,665,008
36,654,982
18,160,879
141,278,758

Restated

2017

€

1,255,408
37,725,247
930,678,823
28,273,115
11,632,331
658,444
1,172,005
10,666,921
10,370,307
102,061,101
108,898,345
28,438,003
16,034,505
101,636,417

Restated

1 January 2017
€

1,327,719
24,801,446
799,081,426
27,173,464
9,015,307
999,416
2,784,988
8,341,393
7,553,886
86,595,176
94,400,610
21,545,712
13,292,834
79,210,490

1,661,239,048

1,389,500,972

1,176,123,867

Restated Restated

2018 2017 1 January 2017
€ € €

1,050,000 240,000 1,820,000
32,652,341 34,676,099 34,216,525
33,702,341 34,916,099 36,036,525
Restated Restated

2018 2017 1 January 2017
€ € €
77,315,979 75,556,616 93,236,372
32,652,341 34,676,100 34,216,525
109,968,320 110,232,716 127,452,897
2018 2017

€ €

150 150

150 150
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The main counterparty default risk to the Group and Company is the risk of non—-payment of
lease instalments by the Group and Company’s own lessees and the non—payment of amounts
owing by GRENKE AG Group companies and franchise companies due to the non—payment
of lease instalments by their lessees’ customer default.

Since incorporation in 2003, the Group and Company has assessed the creditworthiness of
our clients based on the expected value of payment defaults. Meanwhile, the quality of this
system has been consistently demonstrated by the development of our losses. The systems
proved to be reliable, particularly during the global financial market crisis. This applies to the
international markets where the Group and Company operates.

Our diversification across several countries aims at reducing the country-specific risk.

An annual review of counterparty default risk is performed on the basis of actual loss figures
using automated database reports containing both publicly available data and internally
generated historical data. The system is continually enhanced by in-house specialists.

The counterparty default risk of the lessees is seen as our main business risk and is evaluated
and controlled with the help of statistical models. Decision-making powers when concluding
new contracts in the form of power of attorney are gradually set up step-by-step from the sales
staff up to the Group Board of Directors and are an additional instrument to limit our risks.
Consequently, our statistical models lead to an expected value of future credit losses, which
we take into account as an imputed cost of risk in our contribution margin calculation.

The Group and Company employs a portfolio approach when contracting lease agreements.
Differentiation occurs according to the following criteria:

e Lessees: highly diversified portfolio of lessees that are almost entirely business or
corporate clients

e Resellers/manufacturers: no individual dependencies

e lLeased assets: no significant outstanding residual values (full cost recovery);
maintenance and warranty risks are typically borne by suppliers/manufacturers

e |Lease agreements: a large number of current contracts with a portfolio duration of less
than two years and a focus on small-tickets below €25k each

e Sales channels: represented in virtually all sales channels

e Geographic presence: The Group and Company is represented in all major European
economies

Nearly all leases concluded provide for full cost recovery. This means that the payments made
by the lessee during the basic lease period, including the guaranteed residual values, exceed
the acquisition and contract cost.

Risks that could arise due to different legal systems in the respective countries are discussed
with local legal and tax advisors prior to market entry and taken into account in the lease
agreements. The business model is adjusted accordingly if necessary.

Adequate allowances are recognised for receivables from terminated lease contracts and
those in arrears. The amount of the necessary allowances is generally determined on the basis
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of percentages and processing categories of the lease contracts. Percentages are calculated
using statistical methods.

The Group and Company has also lent €1.8bn (2017: €1.4bn) to GRENKE AG Group
companies who are carrying out leasing activities. The collectability of these loans is dependent
on the performance of the underlying lease receivables in those Group companies. The Group
portfolio of lease receivables has a similar profile to that which has been presented above in
respect of the Group and Company lease receivables. All that has been set out above with
regard to the Group and Company lease receivables can be applied to the underlying lease
receivables in the GRENKE AG Group companies to which the Group and Company lends
money.

The Group and Company also lends money to GRENKE AG Group companies and GRENKE
AG Group franchisees that carry out factoring business. If these companies had difficulties in
collecting amounts due to them it would result in the Group and Company having difficulties in
collecting the amounts due from GRENKE AG Group and GRENKE AG Group Franchise
Companies carrying out factoring. The GRENKE AG Group’s factoring business is also
focused on the small-ticket segment. The GRENKE AG factoring entities located in Germany,
Switzerland, Ireland and Poland mainly offer so-called "notification factoring". The advantage
for the Group and Company and for the factoring customers is that the invoice recipient (debtor)
is notified of the assignment of existing receivables, which provides an opportunity to address
the recipient directly in the event of default. This leads to relief for the factoring customers and
also provides transparency with regard to the monitoring of the outstanding receivables. Under
certain conditions, the GRENKE AG Group also offer non-notification factoring contracts. As
opposed to notification factoring, the debtor is not notified of their outstanding receivables being
assigned to the factoring company.

The main criteria for selection include creditworthiness, average annual revenues, industry
affiliation, and the accounts receivables ledger of the factoring clients. The ongoing monitoring
of factoring customers allows for risk-adjusted pricing. Under the loan decision, a credit check
of the accounts receivable of the factoring clients on the basis of data from external credit
reporting agencies is performed, which is evaluated by GRENKE AG's credit support centre.
For the most part, contracts with domestic debtors are processed since the verifiability of
foreign debtors is associated with significant risks. An ongoing review and evaluation of the
customer is made within the contract period on the basis of payment history. With only a few
exceptions, the factoring Group and Company is exposed to counterparty default risk solely
with respect to the debtor.

None of the Group and Company’s assets have been provided as collateral or security for any
of the Group and Company’s borrowings or the GRENKE AG Groups borrowings. The
Company has provided subordinated loans and has reserve accounts totalling €110m (2017:
€110m) with five (2017: five) SPVs details of which are included note 21 to the financial
statements. These loans and reserve accounts rank behind all other investors in the SPVs and
therefore if the lease receivables held by the SPVs failed to generate sufficient funds to repay
the investors the Company would not recover the full value of its subordinated loans and
reserve accounts. The lease receivables in the SPVs have a similar profile to the lease
receivables of the Company and the SPVs have only performing leasing receivables as the
Company in the case of FCT GK2 and FCT GK3 or GRENKE AG in the case of the other three
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SPVs purchases those in arrears at Net Present Value of the lease before recognising an
impairment provision. All that has been set out above with regard to the Company lease
receivables applies to the lease receivables in the SPVs.

Cash Flow Risk

Cash flow risk relates to the risk of non—payment of lease instalments by lessees or interest
and redemption payments by GRENKE AG Group companies and GRENKE AG Group
franchisees. In the case of lessees, such non-payments always arise directly from
deterioration in the creditworthiness of the lessees after conclusion of the contract.

This also generally applies to the financing of GRENKE AG Group companies and GRENKE
AG Group franchisees, as receivables from their customers are usually assigned as hedge for
the loan within the scope of Group and franchisee financing.

Liquidity Risk
The management of liquidity risk ensures that the Group and Company is always able to meet
its payment obligations on time.

The tables below shows the maturities of the earliest possible un-discounted contractual cash
flows of the financial obligations at the end of the reporting period of the most recent and the
previous fiscal years for the Group and Company. Some amounts do not match the amounts
shown in the Statement of Financial Position as they relate to undiscounted cash flows.

Consolidated

As per Dec 31,2018

More than 5 Carrying

Due on demand Up to3 months 4 to12 months 1 to5 years years Value
Type of liability € € € € € €
Debt securities in issue - 262,500,000 386,000,000 1,688,500,000 247,000,000  2,584,000,000
Amount owed to GRENKE AG
Group undertakings 54,497,488 46,463,467 127,438,540 298,523,839 1,281,301 528,204,635
Asset based liabilities - 33,048,115 72,496,291 183,104,566 - 288,648,972
Bank loans 10,398,581 70,000,000 5,000,000 - - 85,398,581
Accruals 10,964,203 8,955,230 - - 19,919,433
Derivative financial instruments
with negative fair value - 507,118 683,469 1,252,707 - 2,443,294
Total 64,896,069 423,482,903 600,573,530 2,171,381,112 248,281,301 3,508,614,915
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Consolidated
As per Dec 31,2017
More than 5 Carrying

Due on demand Up to3 months 4 to 12 months 1to5 years years Value
Type of liability € € € € € €
Debt securities in issue - 201,400,856 477,214,002 1,371,117,861 99,495,284  2,074,500,000
Amount owed to GRENKE AG
Group undertakings 81,710,677 40,734,329 111,537,311 259,476,748 1,134,546 483,112,367
Asset based liabilities - 39,087,646 98,902,730 158,588,948 - 288,037,981
Bank loans 870,000 115,060,061 - - - 115,870,000
Accruals 3,509,743 98,455 282,325 - - 3,890,523
Derivative financial instruments
with negative fair value - 324,107 878,872 759,815 - 1,962,793
Total 86,090,420 396,705,454 688,815,240 1,789,943,372 100,629,830 2,967,373,664
Consolidated
As per 1 January 2017

More than 5 Carrying

Due on demand Up to3 months 4 to12 months 1 to5 years years Value
Type of liability € € € € € €
Debt securities in issue - 141,084,108 466,039,564 994,110,030 215,088,168 1,743,700,000
Amount owed to group
undertakings 63,042,547 35,288,749 94,000,188 197,980,381 68,734 380,712,541
Asset based liabilities - 25,671,300 69,325,188 150,126,900 - 239,419,441
Bank loans 25,343 78,089,996 - - - 78,085,343
Amount owed to franchisees 136,140 - - - - 136,140
Accruals 2,594,148 26,550 64,625 - - 2,685,323
Derivative financial instruments
with negative fair value - 498,345 1,152,684 1,849,117 - 3,500,146
Total 65,798,178 280,659,048 630,582,249 1,344,066,428 215,156,902  2,448,238,934
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Company

As per Dec 31,2018

More than 5 Carrying

Due on demand Up to3 months 4 to12 months 1 to5 years years Value
Type of liability € € € € € €
Debt securities in issue - 262,500,000 386,000,000 1,688,500,000 247,000,000 2,584,000,000
Amount owed to GRENKE AG
Group undertakings 54,497,488 46,463,467 127,438,540 298,523,839 1,281,301 528,204,635
Amount owed to special
purpose vehicles - 41,586,016 104,525,638 218,803,447 - 364,915,101
Bank loans 10,398,581 70,000,000 5,000,000 - - 85,398,581
Accruals 10,964,203 8,955,230 - - 19,919,433
Derivative financial instruments
with negative fair value - 507,118 683,469 1,252,707 - 2,443,294
Total 64,896,069 432,020,804 632,602,877 2,207,079,993 248,281,301 3,584,881,044
Company
As per Dec 31,2017

More than 5 Carrying

Due on demand Up to3 months 4 to12 months 1 to5 years years Value
Type of liability € € € € € €
Debt securities in issue - 201,400,856 477,214,002 1,371,117,861 99,495,284 2,074,500,000
Amount owed to GRENKE AG
Group undertakings 81,710,677 40,734,329 111,537,311 259,476,748 1,134,546 483,112,367
Amount owed to special
purpose vehicles - 46,943,159 118,900,304 206,052,478 - 363,354,748
Bank loans 870,000 115,060,061 - - - 115,870,000
Accruals 3,509,743 98,455 282,325 - - 3,890,523
Derivative financial instruments
with negative fair value - 324,107 878,872 759,815 - 1,962,793
Total 86,090,420 404,560,967 708,812,814 1,837,406,902 100,629,830 3,042,690,431
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Company
As per 1 January 2017
More than 5 Carrying

Due on demand Up to3 months 4 to12 months 1 to5 years years Value
Type of liability € € € € € €
Debt securities in issue - 141,084,108 466,039,564 994,110,030 215,088,168 1,743,700,000
Amount owed to GRENKE AG
Group undertakings 63,042,547 35,288,749 94,000,188 197,980,381 68,734 380,712,541
Amount owed to special
purpose vehicles - 34,958,960 94,071,307 207,509,493 - 330,835,963
Bank loans 25,343 78,089,996 - - - 78,085,343
Amount owed to franchisees 136,140 - - - - 136,140
Accruals 2,594,148 26,550 64,625 - - 2,685,323
Derivative financial instruments
with negative fair value - 498,345 1,152,684 1,849,117 - 3,500,146
Total 65,798,178 289,946,708 655,328,368 1,401,449,021 215,156,902  2,539,655,456

Short term liquidity

Liquidity risk management comprises of the day to day management of incoming and outgoing
payments. A “liquidity overview” for the GRENKE AG Group is prepared for short term reporting
on a weekly basis, i.e. on the first working day of each calendar week. It includes all relevant
information on short-term cash developments in the coming weeks. The weekly liquidity
overview provides the current liquidity status of the GRENKE AG Group and the Group and
Company. It focuses on cash flows from the leasing business.

Reporting distinguishes between four liquidity levels:

e  Cash liquidity: credit on all bank accounts plus overdrafts and all “immediate” (one week)
cash flows

e Liquidity 1: cash liquidity plus cash flows due or received within one month. This also
includes tied—up assets that can be monetised within this period

e Liquidity 2: liquidity 1 plus cash flows due or received within three months. This also
includes tied up assets that can be monetised within this period.

e Liquidity 3: liquidity 2 plus cash flows due or received in more than three months. This
also includes tied-up assets that can only be monetised in a period of more than three
months.

Medium and long term liquidity

In addition to short-term liquidity management and weekly reporting, dynamic liquidity planning
is also prepared usually monthly or at least once per quarter. The aim of cash planning here is
to map the liquidity status of the GRENKE AG Group and the Group and Company for the
coming periods. There is a more detailed presentation at quarterly level and at least for the
next two years. As the duration on the assets side of the portfolio is roughly the same as this
period, this constitutes a suitable parameter for liquidity management at GRENKE AG Group
level and the liquidity management of the Group and Company.
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Process Risk
The Board of Directors regularly assesses the effectiveness of the management system. Any
necessary corrective measures are made promptly.

Automatic backup programs and power interruption facilities safeguard data maintenance. IT
systems play an important role in the processing and management of the Group and
Company’s financing and leasing business. As such, IT organisation and processes are subject
to regular GRENKE AG Group internal audits.

Contractual Risk

Contractual risk relates to risks to net assets and earnings as a result of unguaranteed residual
values. Contractual risk is limited by generally concluding full pay out leases and never entering
into maintenance or warranty risks.

Financial Market Risk

Fluctuations in market prices on the financial markets can have a significant effect on cash flow
and net profit. Changes in interest rate markets and in certain currencies affect the Group and
Company. The Group and Company actively manages these risks as part of its constant risk
management and monitoring of interest rate and currency positions.

The Group and Company uses derivative financial instruments to manage the risk positions of
underlying contracts.

In addition to assessing risk-prone, market-sensitive positions such as a floating rate note or a
receivable in a currency other than the euro, the Group and Company also stress sensitivity
and elasticity in handling financial market risk. The Group and Company aims to limit the
sensitivity of net profit to the volatility of market prices.

This means aiming for the lowest possible dependency of net profit on the development of the
interest rate and currency markets while maintaining a good balance between the cost and
benefit of hedge relationships. The following parameters are used for risk analysis:

e A concurrent, parallel increase or decrease in the value of the euro compared with all
foreign currencies by ten per cent
o A parallel shift in term structures of interest rates by 100 bps points (1 percentage point)

The potential economic effects identified in the analyses are estimates. They are based on an
artificial market condition and in particular on the assumption that all other conditions will
remain the same. This means that the shift in the term structure of interest rates is viewed
independently of any related effects on other interest rate—induced market developments. The
actual effects on the Group and Company’s statement of profit and loss can significantly differ
from this as a result of how the market really develops.

Interest Rate Risk

The interest rate risk for the Group and Company primarily results from floating—rate loan notes,
ABCP programs and the ABS bond. The Group and Company uses derivatives to hedge
interest rate risk.
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Most of the Group and Company’s financial instruments have fixed rates of interest. The
variable rate instruments are as follows:
Consolidated 2018 2017
€ €
Bank Overdrafts - -
Reserve accounts (870,000) (870,000)
Subordinated loans and reserve accounts 33,702,341 34,916,099
Asset based liabilities (288,648,972) (288,037,981)
(255,816,631) (253,991,882)
Company 2018 2017
€ €
Bank Overdrafts - -
Reserve accounts (870,000) (870,000)
Subordinated loans and reserve accounts 109,968,320 110,232,716
Amount owed to special purpose vehicles (364,915,101) (363,354,748)
(255,816,781) (253,992,032)

Sensitivity to financial performance is critical to the identification of an open risk position, which
leads to corresponding protection using derivative instruments. This means that overall the

Group and Company endeavours to achieve net interest income which demonstrates minimal
sensitivity to interest rates.

The potential impact net profit (each before corporation taxes) of a change in interest rates of
plus or minus 100 basis points as per the reporting date is shown below.

Company and consolidated 2018 2018 2017 2017
+100 bp -100 bp +100 bp -100 bp

€ € € €

Variable Rate Instruments 2,558,168 (2,558,168) 2,539,920 (2,539,920)

Fair Value measurement of
interest rate swaps (408,279) 430,077 (724,195) 760,737

Currency Risk
Currency risks currently exist in financing for GRENKE AG Group companies or GRENKE AG
Group franchisees outside the euro area. These risks are generally hedged. This means that

the exchange rate for the financing provided by GRENKE AG and GRENKE Finance PLC is
known and fixed for the largest part.
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The derivatives used by the Group and Company are disclosed in note 26 at their fair value as
of the statement of financial position date.

Overall, risks arise from currency fluctuations relating to financial assets and receivables in
foreign currency and from pending transactions in foreign currency. The use of derivatives (only
forward exchange contracts are used for currency risk) offsets the market sensitivity of hedged
items (i.e. cash flows from financial assets and receivables). For the foreseeable future, hedge
accounting will not be used for currency positions.

The Group and Company’s currency risk is generally hedged. The unhedged foreign currency
balances of the Group and Company converted at the spot rate for the Euro at 31 December

are set out below:

2018 2017
€ €

AED (560,610) (652,722)
AUD (1,473,331) 18,048
CAD 333,807 (448,418)
CHF 47,205 99,336
CZK 1,943,373 (564,632)
DKK (1,460,064) (2,233,065)
GBP 189,249 (4,999,221)
HRK 35,283 165,954
HUF 5,280,488 6,362,212
NOK 14 14
PLN 26,515 744
RON 7,093,444 5,216,392
SEK (1,431,558) (1,925,428)
SGD (397,214) (203,801)
TRY (2,552,684) 23,271
7,073,917 858,684

The following table shows the Group and Company’s sensitivity to a 10 percent appreciation
or depreciation in the euro against the respective other currencies as per 31 December 2018
and 31 December 2017 their impact on the net profit before taxes.
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES OF THE GROUP AND
COMPANY (Continued)

2018 2018 2017 2017
10% -10% 10% -10%
Depreciation Appreciation Depreciation Appreciation
€ € € €

AED (62,290) 50,965 (72,525) 59,338
AUD (163,703) 133,939 2,005 (1,641)
CAD 37,090 (30,346) (49,824) 40,765
CHF 5,245 (4,291) 11,037 (9,030)
CZK 215,930 (176,670) (62,737) 51,330
DKK (162,229) 132,733 (248,118) 203,006
GBP 21,028 (17,204) (555,469) 454,475
HRK 3,920 (3,208) 18,439 (15,086)
HUF 586,721 (480,044) 706,912 (578,383)
PLN 2,946 (2,410) 83 (68)
NOK 2 (1) 2 1
RON 788,160 (644,859) 579,599 (474,217)
SEK (159,062) 130,142 (213,936) 175,039
SGD (44,135) 36,110 (22,645) 18,527
TRY (283,632) 232,062 2,586 (2,116)

The average foreign exchange rate for the currencies above and the exchange rate at year
end 31 December 2018 are set out below:

Exchange  Awerage Rate

31 Dec 2018 2018
CHF 1.12690 1.15488
CzK 25.72400 25.64317
SEK 10.25480 10.25674
DKK 7.46730 7.45318
PLN 4.30140 4.26058
GBP 0.89453 0.88475
NOK 9.94830 9.60063
HUF 320.98000 318.82500
RON 4.66350 4.65405
TRY 6.05880 5.69857
AED 4.20461 4.33983
CAD 1.56050 1.563019
HRK 7.41250 7.41815
SGD 1.55910 1.59284
AUD 1.62200 1.57992
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41. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES OF THE GROUP AND
COMPANY (Continued)

Refinancing Risks

The Group and Company refinances itself independently of individual banking institutions and
also has direct access to the capital markets. The Group and Company also ensures that its
liabilities are well diversified and work together with several partner banks.

The Group and Company’s refinancing instruments range from traditional bank financing to
revolving loan facilities and asset—backed commercial paper (ABCP) programs. This financing
is fixed with agreed terms and maturities so that there are no risks relating to their availability
within the agreed framework. In addition, the GRENKE AG Group has direct access to the
capital markets as a result of the Group’s ABS bond and the debt issuance program. Using
these instruments the Group and Company can make use of the most attractive financing
channels offered at any time on the capital markets.

The ABCP programmes are financing loans based on defined underlying assets, i.e. lease
receivables. Other refinancing instruments described are not asset-oriented, making them
appropriate for use in line with the business performance as the Group and Company deems
necessary.

Risk Summary

The risk management system is appropriate and suitable for recognising significant risks at an
early stage. Sufficient precautions have been taken to offset identified counterparty risk, credit
risk, and similar risks arising from the Group and Company’s and the GRENKE AG Groups
leasing business. The corresponding write—downs, valuation adjustments, and provisions
disclosed in the annual financial statements were computed at an appropriate level using
conservative benchmarks. With respect to the future development of the Group and Company,
there are no particular business-related risks beyond the normal range.

The two largest categories of assets are lease receivables and amounts due from GRENKE
AG Group companies. There is no concentration of risk among the lease receivables as the
average individual leases outstanding is €4,723 (2017: €4,680). There are two large amounts
outstanding from group companies, GRENKE Locazione S.r.I €1.069bn (2017: €817m) and
GRENKE Investitionen Verwaltungs Kommanditgesellschaft auf Aktien €231m (2017: €221m).
These two balances made up 71% (2017: 66%) of the amounts due to group companies. The
Directors monitor the performance of these Companies and the Group and on this basis believe
that these amounts will be repaid.

Amounts in the Group and Company Statement of Financial Position best represent the
maximum credit risk exposure in the event other parties fail to perform their obligations.

42. ULTIMATE PARENT UNDERTAKING GROUP AND COMPANY

The parent undertaking of the smallest and largest group of undertaking for which group
financial statements are drawn up, and of which the Group and Company is a member and is
consolidated, is GRENKE AG, a company incorporated in Germany. Copies of its GRENKE
AG Group financial statements are available at Neuer Markt 2, 76532 Baden—-Baden, Germany
and also at www.GRENKE.de. GRENKE AG is the immediate and ultimate parent undertaking
and controlling party.
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43. RELATED PARTY TRANSACTION CONSOLIDATED AND COMPANY

2018
€

GRENKE AG transactions
Management charges 151,105
GRENKE Bank AG transactions
Interest paid to GRENKE Bank AG 7,728,676
Amounts due to GRENKE Bank AG 473,707,147
Gurantee fees paid to GRENKE Bank AG 17,384,009
Payments from GRENKE Bank AG in respect of non
performing leases guaranteed 9,108,341
Guarantee fees rececived from GRENKE Bank AG 397,821
Payments to GRENKE Bank AG in respect of leases
guaranteed 4,047,293
Other transactions with GRENKE AG Group companies
Accountancy fees charged to GRENKE AG group
companies 1,131,825
Office rents paid by GRENKE AG Group companies 65,912
Lease commissions paid to GRENKE AG Group
companies 49,098,437
Commissions for fees to protect lease equipment paid to
GRENKE AG Group companies 8,424,084
Interest received from GRENKE AG Group companies 42,369,745
Secured amounts owed by GRENKE AG Group
companies 85,820,527
Unsecured amounts owed by GRENKE AG Group
companies 1,753,069,704
Unsecured amounts owed to GRENKE AG Group
companies 42,421,598
Cash pool interest paid to GRENKE AG Group
companies 419,140
Cash pool amounts owed to GRENKE AG Group
companies 12,075,890
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2017

243,382

7,075,690
401,401,690
16,819,309

4,653,344
2,055,293

2,515,658

877,334
65,912

40,389,431

7,078,262
35,191,067

48,634,437

1,526,149,252

10,318,276

365,259

71,392,401
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43. RELATED PARTY TRANSACTION CONSOLIDATED AND COMPANY (Continued)

Related party disclosures consolidated

Interest received from Kebnekaise Funding Limited
Interest received from Opusalpha Purchaser II Limited

Interest received from Coral Purchasing (Jersey) Limited
Amount due from Kebnekaise Funding Limited
Amount due from Opusalpha Purchaser II Limited
Amount due from Coral Purchasing (Jersey) Limited
Amount owed to Coral Purchasing (Jersey) Limited

Related party disclosures Company

Transactions with SPV

Interest received from Kebnekaise Funding Limited
Interest received from Opusalpha Purchaser II Limited
Interest received from Elektra Purchase No. 25 Limited
Interest received from Coral Purchasing (Jersey) Limited
Amount due from Kebnekaise Funding Limited
Amount due from Coral Purchasing (Jersey) Limited
Amount due from Opusalpha Purchaser II Limited
Amount due from FCT "GK" Compartment G3
Amount due from Elektra Purchase No. 25 Limited
Amount due from FCT "GK" Compartment G2
Interest and expenses paid to FCT "GK" Compartment
G2

Interest and expenses paid to FCT "GK" Compartment
G3

Amount owed to FCT "GK" Compartment G2
Amount owed to FCT "GK" Compartment G3
Amount owed to Coral Purchasing (Jersey) Limited

2018
€
100,009
120,999
283,120
7,998,456
9,501,035
15,193,062
9,528,581

2018
€

100,009
120,999
455,224
283,120
7,998,456
15,193,062
9,501,035
36,594,320
33,309,392
3,065,587

1,873,577

1,411,588
200,000,000
164,915,101

9,528,581

2017

€

754,575
34,942,473
537,496
7,068,913
8,843,114
18,790,447

2017

95,540
121,539
520,313
537,496

7,068,913
18,790,447
8,843,114
35,920,000
36,129,787
3,266,829

1,915,226

1,453,448
199,999,995
163,354,753

The management charges from GRENKE AG are for IT services and for administrative services

from GRENKE AG Group.

The transactions on which interest is paid to GRENKE Bank AG and the amounts due to

GRENKE Bank AG are explained in note 29.

The transactions on which guarantee fees are paid to GRENKE Bank AG and which payments
from GRENKE Bank AG are received are explained in note 29.

The transactions on which guarantee fees are received from GRENKE Bank AG and which
payments are made to GRENKE Bank AG are explained in note 44.

The accountancy fees charged to GRENKE AG Group companies are explained in note 14.
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43. RELATED PARTY TRANSACTION CONSOLIDATED AND COMPANY (Continued)

GRENKE Limited sub leases unit 306 and unit 307 Q House, Sandyford Industrial Estate,
Dublin 18 from the Group and Company.

GRENKE AG Group Companies in France, Spain, Portugal, Netherlands, Luxembourg,
Hungary, Slovenia, Finland, Romania, Germany and Malta act as agents for the Group and
Company. The agents write leases on behalf of the Group and Company, sell leased
equipment on behalf of the Group and Company and secure fees for protecting the Group and
Company leased equipment in return for which they are paid commissions.

Interest received from GRENKE AG Group companies, secured amounts owed by GRENKE
AG Group companies, unsecured amounts owed by GRENKE AG Group companies are
explained in note 23.

Cash pool interest paid to GRENKE AG Group companies and cash pool amounts owed to
GRENKE AG Group companies is explained in note 29.

Interest income from SPV Investments and subordinated loans provided to group SPV’s are
explained in note 32.

Interest and expenses paid to SPV are explained in note 32.
Amount owed to SPV’s are explained in note 32.

The Directors remuneration is set out in note 15.

All related party transactions were made at arm’s length.
44. GUARANTEE GROUP AND COMPANY

The Group and Company has entered into an agreement with GRENKE Bank AG, a member
of the GRENKE AG Group, where it provides guarantees to GRENKE Bank AG over lease
receivables which GRENKE Bank AG purchases from other companies in the GRENKE AG
Group. The balance of lease receivables guaranteed under this agreement was €120,870,604
(2017: €196,274,424) at the statement of financial position date. The balance of the lease
receivables guaranteed is the maximum credit exposure under this agreement at the Statement
of Financial Position date. The Group and Company may terminate this agreement at any time
and only the guarantees previously provided would remain in place. These guarantees remain
in place for the life of the lease receivable contracts which GRENKE Bank AG has purchased.

If a lease which has been guaranteed by the Group and Company becomes non performing
the Group and Company pays GRENKE Bank AG the net present value of the outstanding
lease receivables at the date the lease became non performing. The Group and Company then
recognises the lease as a non performing lease and includes the lease in its lease receivables
in the statement of financial position. Note 22 of the financial statements provides details of
the amount charged through the statement of profit or loss in respect of these non performing
leases.

The Group and Company has assessed the lease receivables for impairment at the statement
of financial position date and consider the fair value of the guarantee negligible. Premiums
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44, GUARANTEE GROUP AND COMPANY (Continued)

received of €3.8m (2017: €6.5m) have been deferred and excluded from income in the current
year. The premiums deferred are included in accruals and deferred income on the statement
of financial position and are disclosed in note 33.

The premiums deferred will be released to the Group and Company Statement of Profit or Loss

over the life of the underlying lease receivables guaranteed. The expected maturity of the
underlying lease receivables is as follows:

As per Dec, 31 2018

More than 5
Up to 3 months 4 to12 months 1to5 years years Total
Type of liability € € € € €
Net Present Value of Lease
Receivables Guaranteed 17,105,777 45,107,778 58,655,021 2,028 120,870,604
As per Dec, 31 2017
More than 5
Up to 3 months 4 to 12 months 1to5 years years Total
Type of liability £ £ € € €
Net Present Value of Lease
Receivables Guaranteed 21,328,857 57,547,593 117,311,689 86,285 196,274,424

€3.1m (2017: €4.2m) was released to the Group Statement of Profit and Loss in the current
year and is included in interest income and similar income in the Group Statement of Profit and
Loss. The premiums are released to Group Statement of Profit or Loss over the period of the
lease receivables which are being guaranteed. If a lease which is being guaranteed is
terminated the whole unreleased deferred premium is released to Group Statement of Profit or
Loss.

45. CAPITAL MANAGEMENT GROUP AND COMPANY

For the purpose of the Group and Company’s capital management, capital includes share
capital and capital reserve and all other equity reserves attributable to the equity holders of the
Group and Company. The primary objective of the Group and Company’s capital management
is to maximise the shareholder value.

The Group and Company manages its capital structure and makes adjustments in light of
changes in economic conditions and the requirements of its parent GRENKE AG. To maintain
or adjust the capital structure, the Group and Company may adjust the dividend payment to its
parent, return capital to its parent, issue new shares or obtain capital contributions.

The Group and Company maximises shareholder value by maximising the profits after tax it
generates. The Group and Company made a profit after tax of €64m (2017: €29m) in the
current year. The Group and Company’s equity increased by €64m to €304m. Since
incorporation in 2003 the Group and Company has enhanced its parent’s investment in the
Group and Company of €67m to €371m; an increase of €304m out of which it has returned
€67m to its shareholder.
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46. IMPORTANT EVENTS SINCE THE YEAR END GROUP AND COMPANY

No events have occurred since the statement of financial position date outside the normal
course of the Group and Company’s business.

47. APPROVAL OF THE FINANCIAL STATEMENTS CONSOLIDATED AND COMPANY

The Group and Company financial statements of GRENKE Finance PLC were approved and
authorised for issue by the Directors on 13 February 2019.
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