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GRENKE FINANCE PLC

DIRECTORS’ REPORT
for the year ended 31 December 2020

The Directors present their Directors’ Report for the year ended 31 December 2020.

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 three French fonds cummun de titrisation FCT “GK”-Compartment
“G2” (FCT GK2), FCT GK3, FCT “GK”-Compartment “G4” (FCT GK4) and an Irish limited
liability company Elektra Purchase No. 25 Designated Activity Company, (together the
“Group”).

Elektra Purchase No. 25 Designated Activity Company 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 Elektra Purchase No. 25 Designated Activity Compnay who use the funds
to pay the investors and the Company. Elektra Purchase No 25 Designated Activity Company
is a pass through structure.

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

GRENKE AG is a financial services group with its headquarters in Baden Baden, Germany. It
is a public company with a listing on the Frankfurt Stock Exchange. The GRENKE AG Group
acts as a global financing partner for small and medium sized enterprises. Customers have
access to solutions from a single source: from small-ticket leasing and demand-driven banking
products to convenient factoring. Fast and easy processing, along with personal contact with
customers and partners, are a key focus. The GRENKE AG Group operates in 33 countries
located in Europe, North and South America, Asia and Australia. Further information about the
Grenke AG Group can be accessed at www.grenke.de.

The Company provides finance to the GRENKE AG Group (“the ultimate parent”), GRENKE
AG Group Companies and to franchisees of the GRENKE AG Group to enable those
companies to carry on leasing and factoring activities. The franchisees of the Grenke AG Group
came under the control of GRENKE AG in December 2020. GRENKE AG Group holds 100%
of the ordinary share capital of GRENKE AG Group companies, the GRENKE AG Group does
not hold any of the ordinary share capital of GRENKE AG franchise companies. The franchise
model is used by the GRENKE AG Group to develop new markets for its leasing and factoring
activities. GRENKE AG Group awards franchises to start up companies in new markets.
GRENKE AG Group has an option to buy the franchise company after the expiration of a certain
term.

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

The Group and 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 Group
and Company assumed the risk of certain leases in respect of which the lease instalments were
assigned to GRENKE Bank AG in Germany and Ireland. The Group and Company has ceased
to assume the risk of leases assigned to 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
instalments assigned to it. The Group and Company will continue to have the risk on leases in
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GRENKE FINANCE PLC

DIRECTORS’ REPORT
for the year ended 31 December 2020 (Continued)

PRINCIPAL BUSINESS ACTIVITIES (Continued)

respect of which the lease instalments remain assigned from Grenke AG and Grenke Limited
to the Grenke Bank AG up until March 2018. Details of this are provided in note 51.

The Group and 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 three fonds cummun de titrisation, FCT
GK 2 (sponsoring bank Unicredit), FCT GK 3 (sponsoring bank HSBC) and FCT GK 4
(sponsoring bank Landesbank Hessen-Thuringen Girozentrale) which are part of the GRENKE
Finance PLC Group.

The Group and 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 €12,409,828 (2019: €68,037,933).

The Group and Company grew its lease income by €12m (12%) to €120m and grew its interest
income by €1.5m (3%) to €55m. These increases in income were offset by

e The expected credit loss allowances on other financial assets, which are principally
made up of amounts due from Grenke AG Group companies increasing by €28m. The
Group and Company calculate expected credit loss allowances on amounts due from
Grenke AG Group Companies and Grenke AG Franchisees by multiplying the Grenke
AG Group 1 year risk of default per Bloomberg by the balances outstanding at the
period end. The Group and Company uses this calculation on the basis that they do
not believe there will be a default on Loans due from Grenke AG Group companies
and on loans due from Grenke AG Franchise Companies unless the Grenke AG Group
is unable to meet all of its obligations when they fall due. The Group and Company
have decided to utilise the markets view of the likelihood of this happening as portrayed
by the Bloomberg Grenke AG Group 1 year risk of default. The Grenke AG Group 1
year risk of default increased from 0.052% at 31 December 2019 to 1.31% at 31
December 2020. The increase in the Grenke AG Group 1 year risk of default is due
to the uncertainty in the economies where Grenke AG carries out leasing as a
consequence of the COVID 19 pandemic and the uncertainty created by a short seller
attack on the Grenke AG share on 15 September 2020. The Grenke AG Group are
addressing the uncertainties caused by the short seller attack through its annual audit
and additional examinations by KPMG, Warth & Klien Grant Thornton and Mazars.
The latest details on the Grenke AG Group annual audit and the examinations can be
accessed at the investor relations section of the Grenke AG Group website at
www.Grenke.de.

e The expected credit loss allowance charge to profit and loss on lease receivables
increasing by €27m (67%) to €67m. The extra credit loss allowance on performing
leases has increased from 1.75% to 2.67% of the net present value of performing
leases which has resulted in an additional charge to profit and loss of €17.4m. The
extra credit loss charged to profit and loss in respect of non performing leases has
increased by €10.7m to €49.5m which is equal to 2.55% (2019: 2.14%) of the average
net present value of lease receivables in 2020. The increase in the expected credit
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DIRECTORS’ REPORT
for the year ended 31 December 2020 (Continued)

BUSINESS REVIEW (Continued)

loss allowance charges is due to the decline in the performance of Europe’s economies
due to the COVID 19 pandemic.

¢ Anincrease in interest on debt securities of €6m to €41m due to the average cost of
financing securities increasing from 1.19% to 1.32% together with the average debt
securities in issue being 7% higher at €3.1billion in 2020 compared to €2.9 billion in
2019. The increase in the average cost of finance on debt securities is due to the
Company issuing a €200m bond with a duration of five years during the first phase of
the COVID 19 pandemic at a cost of 3.95% as part of the Grenke AG Group’s strategy
to deliberately maintain liquidity at a significantly higher level than in prior years due to
the uncertainty caused by the COVID 19 pandemic. Liquid funds serve to reduce
potential liquidity risk and increase financial independence. The average cost of
financing also increased because the Company required minimal short term financing
in 2020 due to there being a decline in new business because of the COVID 19
pandemic which in the previous year would often have been issued at negative interest
rates or zero interest rates.

e Anincrease in interest of €3m to €12m on amounts borrowed from the Grenke Bank
AG due to average borrowing increasing by 37% to €737m.

e Anincrease in the amortisation of guarantee fees paid to Grenke Bank AG of €56m to
€11.6m due to the higher level of borrowing from Grenke Bank AG which has
increased by €271m to €872m at 31 December 2020.

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

2020 2019 Change
€000 €000 %
Lease income 120,183 107,767 12%
Impairment loss on lease receivables 66,386 39,582 68%
Income from protecting lease equipment 27,458 28,856 5%
Interest income 54,702 53,447 2%
Interest on debt securities in issue 41,237 34,785 19%
Interest on amounts owed to Grenke Bank AG 12,064 8,779 37%
Amortisation of guarantee fees paid to Grenke Bank AG 11,556 6,593 75%
Profit before tax 14,384 77,948 -82%
Shareholders' equity 237,855 314,944 -24%
Leased assets acquired 658,027 979,968 -33%
(Decrease)/increase in group lending (55,706) 401,031 -114%
Expected credit loss on non performing leases as a % of the
average NPV of performing lease receivables 2.55% 2.14% 19%
Expected credit loss allowance on performing leases as a % of
NPV of performing lease receivables at year end 2.67% 1.75% 52%
Interest and other charges on debt securities in issue as a % of the
awerage of debt securities in issue 1.31% 1.17% 12%
Interest on amounts owed to Grenke Bank AG as a % of the
average of the amounts owed to Grenke Bank AG 1.64% 1.63% 0%
Current assets as a % of current liabilities (‘quick ratio') 208.53% 181.83% 15%

The Group and Company leased new equipment of €658m, which is 33% lower than last year.
New leasing business is down significantly in all markets due to the COVID 19 pandemic. New
leasing business in France declined by €215m (36%) to €388m, by €31m (27%) in Spain to
€84m, by €22m (32%) in Portugal to €47m, by €19m (26%) to €54m in the Netherlands and by
€36m (29%) to €86m in the other seven countries where the Group and Company leases.

The Group and Company grew its leasing income by €12m to €120m (12%) in the current year.
4
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DIRECTORS’ REPORT
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BUSINESS REVIEW (Continued)

The growth is primarily due to growth in new leasing business in all years prior to the current
year which means lease interest income is up €4m (6%) in France to €73m, is up €3.4m (26%)
in Spain to €16.6m, is up €1.5m (35%) in Finland to €5.8m, is up €1m (12%) to €10m in the
Netherlands, is up €543k to €12m in Portugal and €634k (5%) in the other six countries where
the Group and Company operates.

Gross income from protecting leasing equipment grew by €4m (10%) to €43.9m. Gross income
from protecting lease equipment less commissions payable to agents is down €1.4m to €27.4m
due to the increased commissions payable to agents. There were additional commissions
payable to agents of €5.4m due to the commission fee increasing from 25% of gross income to
35% of gross income. The total commissions paid to agents in respect of protecting lease
equipment was €15.4m.

Interest income and similar income increased by €1.4m (3%) to €55m. Interest income from
the cash pool arrangement increased by €1.5m to €9.2m. Increased lending to Grenke AG
Group companies in Sweden has increased interest income to €2.4m from €1.5m, UK from
€1.6m to €1.9m and Belgium from €1.9 to €2.2m. Increased lending to the Australian Franchise
companies has increased interest income from €1.4m to €1.8m. These increases have been
partially offset by a reduction in lending to Grenke Locazione in Italy which has reduced ltalian
interest income by €2.5m to €25.2m. The loans to GRENKE Locazione in Italy at 31 December
2020 were €1.06bn, which is a decrease in the loans of €185m. Italian lending has declined
due to the COVID 19 pandemic.

The Group had cash inflows from operating activities of €177m in 2020 (2019: Outflows €747m).
This is the first year since incorporation that the Company had cash inflows which is due to the
decline in new business throughout the Grenke AG Group because of the COVID 19 pandemic.
The cash inflows from the Group and Company’s lease instalments and the cash inflows from
amounts due from Group Companies because of the cash those companies received from
lease instalments was greater than the cash required for new business in the Group and
Company'’s Leasing business and the Grenke AG Group’s leasing business. It is expected that
when the economies of Europe begin to recover from the impact of the COVID 19 pandemic
the activity of providing finance to the GRENKE AG Group and for the leasing activities of the
Group and Company will begin to grow again and consequently the Group and Company will
once again revert to having cash outflows from its operations. The reconciliation of operating
profit to cash outflows is set out in the statement of cash flows on page 26. The decreased
leasing and financing activity of the GRENKE AG Group and Franchises has resulted in an
inflow of €13m (2019: outflow €434m) due to reduced borrowings by GRENKE AG Group
companies. There was also a cash inflow of €74m (2019: outflow €345m) due to a decline in
new leasing business.

The decline in the Group and Company’s new leasing business and the reduction in its treasury
business lending to companies in the GRENKE AG Group due to the COVID 19 pandemic have
reduced the funding required to finance the Group and Company’s activities. There was a
repayment of financing before dividends of €72m (2019: increase in financing before dividends
of €871m) to €4.3bn.

The Group and Company paid a dividend to its parent Grenke AG of €90m (2019: €55m).

The Debt Issuance Programme (DIP) provides a standardised framework for future borrowings.
The DIP allows the Group and Company to have in issue bonds with nominal value of €5bn at
any time. These bonds are listed on the Luxembourg Stock Exchange. The programme was
updated with effect as of 17 February 2020, with an increase in the nominal value of bonds the
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BUSINESS REVIEW (Continued)

Group and Company is allowed to issue from €3.5bn to €5bn. The programme was approved
by the Finance Sector Supervisory Committee (“Commission de Surveillance du Secteur
Financier”: CSSF). The nominal value of bonds in issue at the year end has decreased by
€37m to €2.668bn to €2.706bn at 31 December 2020.

The Group and Company reduced the nominal value of promissory notes, which it has in issue
at 31 December 2020 to €313m from €351.5m at 31 December 2020, a decrease of €38.5m.

The Group and Company has a facility to issue Commercial Paper with a nominal value of
€750m with a term of between 1 and 364 days. At 31 December 2020, the Group and Company
had no Commercial Paper issued compared to €226.5m in the previous year due to there being
no requirement of short term financing because of the COVID 19 pandemic.

The Group and Company has no amount drawn down on its short term revolving credit facility and
money market lines due to there being no requirement of short term financing because of the
COVID 19 pandemic (2019: €45m).

The Group and Company enters into Asset Backed Commercial Paper (ABCP) programmes,
which involves the Group and Company in selling a select portfolio of its French Lease
Receivables to three special purpose vehicles (SPVs) sponsored by HSBC, Unicredit and
Landesbank Hessen-Thuringen Girozentrale (HeLaBa). The French Lease Receivables are
not derecognised on the Group and 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. The Group and Company lends money to three SPVs
to provide credit enhancement to the senior investors in the SPVs and this is shown as a
receivable asset in the Company balance sheet. These special purpose vehicles are
consolidated in the Group and the net amount of the amounts due from subsidiaries and the
amounts owed to subsidiary SPVs are shown as asset based liabilities in the consolidated
statement of financial position. The liability under the ABCP programmes, which is disclosed
in note 35 of the financial statements, is €351m (2019: €365m). The Group and Company has
decided to enter into the final amortisation period of the HSBC sponsored ABCP program.
There is €90m due to Senior note holders and these amounts will be repaid from the payment
of lease instalments due on the lease receivables in FCT GKa3. It is projected that the senior
note holders will be fully repaid by September 2022.

The Group and Company increased its borrowing from GRENKE Bank AG by €271m to €873m
(2019: €602m) through selling select French, Spanish, Dutch, Portuguese, Romanian and Finnish
lease receivables to GRENKE Bank AG. The Group and Company pays GRENKE Bank AG a
risk premium for taking a part of the risk on the lease instalments sold to the bank, details of this
risk premium are included in note 12 and note 26.

The COVID 19 pandemic and the short seller attack on the share of its parent Grenke AG details
of which can be found on www.Grenke.de in the investor relations section were the only unusual
items or significant events outside of the normal course of business during the year ending 31
December 2020.

PRINCIPAL RISKS UNCERTAINTIES AND MITIGATIONS

The risk management process at GRENKE Finance PLC has the function of systematically
6
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PRINCIPAL RISKS UNCERTAINTIES AND MITIGATIONS (Continued)

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, liquidity risk, market risk,
refinancing risks and contractual risks. Details of the risks and strategies to deal with these
risks are included in note 48 of the financial statements.

The Group and Company finances its activities with a combination of bonds, promissory notes,
securitisation 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
transactions, including principally cross-currency swaps, 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.

The Group and Company uses cross-currency swaps and 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 forward exchange contracts, cross-currency swaps and 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 are 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:

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

o the correctness and reliability of internal and external accounting; and

e compliance with the legal provisions relevant to the Company.
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CORPORATE GOVERNANCE STATEMENT (Continued)
Internal control and risk management framework (Continued)

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
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

e 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

e Measures that safeguard the orderly IT-based processing of accounting issues and
data

e 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 four people. The Company is of the opinion
that the knowledge, skill and experience required for the respective division or area of
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CORPORATE GOVERNANCE STATEMENT (Continued)
Diversity (Continued)

responsibility should, in fact, be the decisive factor when selecting suitable candidates for the
Company.

FUTURE DEVELOPMENTS

The Directors in last year’s report, which was signed on 14 February 2020, stated that they expect
both the leasing business and the treasury business to continue to grow in 2020 due to the
GRENKE AG Group projecting growth in its leasing and factoring activities throughout the world
and that the Group and Company will continue to finance a significant part of those leasing and
factoring activities. One month later the World Health Organisation declared a global pandemic
due to COVID 19 and since then most of the world’s major economies have introduced restrictions
of different levels of severity on the type of activities that may be carried out. These restrictions
have as set out in the business review above had a significant impact on the performance of the
Group and Company in 2020. There is still too much uncertainty:

e as to when the European economies will be permitted to fully re open due to the roll out
of the vaccines

e as to what impact the restrictions have had on the European economies to date

e as to how quickly the European economies will recover

for the Directors to have a view as to how the business will perform in 2021. However, the
Directors believe that the company will continue to be profitable in 2021.

The business model of small ticket leasing has protected the Group and Company from a high
level of lease defaults. The Group and Company had 346,155 running leases with an average
net present value of €5,453 at 31 December 2020. The Grenke AG Group Companies and
Franchise Companies to which it provides finance also have leases with a similar low net present
value and none of these companies are in default with respect to the amounts due to the Group
and Company. The Group and Company has structured its financing in such a way that the
expected cash flows from its lease instalments and Group and Franchise loan repayments are in
excess of its repayment obligations from its financing activities both in terms of size and timing.
The directors believe that the business model means that the Group and Company will be in a
good position to take advantage of any opportunities for Growth from new leasing business or
lending to Group and Franchise companies when the economies begin to recover from the
reduction in restrictions as a consequence of the COVID 19 pandemic.

POLITICAL AND CHARITABLE DONATIONS
The Group and Company made no political and charitable donations (2019: Nil) during the year.

RESEARCH AND DEVELOPMENT
The Group and Company did not incur any expenditure in research and development during
the year (2019: Nil).

DIRECTORS

The Directors of the Company are Patrick Spain (Irish), Angelika Wiedemann (German)
appointed 1 January 2020, Stephan Denig (German) non executive director and John
McQuillan (Irish) independent non executive director.
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DIRECTORS’ AND SECRETARY’S INTERESTS IN SHARES

The Directors and secretary, who held office during the year 31 December 2020, 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 2019 and 31 December 2020 requiring disclosure in the Directors’ Report
pursuant to Section 329 of the Companies Act 2014.

SUBSEQUENT EVENTS

The COVID 19 pandemic continues to impact on the growth of the business and to create
economic uncertainty. No other 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 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 2020 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.

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;

10



GRENKE FINANCE PLC

DIRECTORS’ REPORT
for the year ended 31 December 2020 (Continued)

DIRECTORS' RESPONSIBILITIES STATEMENT (Continued)

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, credit, liquidity, market, refinancing
and contractual risk are described in this report on page 6 and in note 48 to the financial
statements.

In order to continue as a going concern for the 12 months following the signing of these financial
statements 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 Group and Company. The Directors of the Group and Company
continually review the collectability of the Group and Company lease receivables.

The Directors have carried out a review of the cash flows from the lease receivables and the
cash flows from amounts due from Group Companies and Franchisees over the next twelve
months together with their immediately liquid assets. The Directors have also looked at their
obligations to repay debt securities in issue and bank loans together with interest due on the
Group and Company’s debt obligations. The review of cash flows shows that it is reasonable
for the Directors to conclude that the Group and Company will be able to meet their obligations
to repay Debt securities in issue, bank loans and financing costs when they fall due.

The Directors have a reasonable expectation that the Group and Company have adequate
resources to continue in operational existence for the next twelve months. Accordingly, they
continue to adopt the going concern basis in preparing the financial statements.
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GRENKE FINANCE PLC

DIRECTORS’ REPORT
for the year ended 31 December 2020 (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

o 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).

RELEVANT AUDIT INFORMATION

The Directors believe that they have taken all steps necessary to make themselves aware of
any relevant audit information and have established that the Group and Company’s statutory
auditors are aware of that information. In so far as they are aware, there is no relevant audit
information of which the Group and Company’s statutory auditors are unaware.

AUDIT COMMITTEE

The Directors of the Company have decided not to establish an audit committee as permitted
under S167 (b) of the Companies Act 2014 because the Company’s parent, Grenke AG has an
established audit committee.

AUDITORS
KPMG, Chartered Accountants, were appointed statutory auditor on 23 August 2017 and
pursuant to section 383(2) will continue in office.

On behalf of the Directors

ik P n . :

Patrick Spain Angelika Wiedemann
Director Director

Date: 12 May 2021.
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KPMG

Audit

1 Harbourmaster Place
IFSC

Dublin 1

D01 F6F5

Ireland

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GRENKE FINANCE PLC
Report on the audit of the financial statements
Opinion

We have audited the financial statements of GRENKE Finance PLC (‘the Company’) and its
consolidated undertakings (“the Group”) for the year ended 31 December 2020 set out on pages 19 to
149 which comprise the Consolidated Statement of Profit or 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 and 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 101 Reduced Disclosure Framework issued in the United Kingdom by
the Financial Reporting Council.

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 2020 and of the Group’s profit for the year then ended;

¢ the Group financial statements have been properly prepared in accordance with IFRS 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 (Ireland))
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 board of
directors.

We were appointed as auditor by the directors on 23 August 2017. The period of total uninterrupted
engagement is the 4 years ended 31 December 2020. 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 listed public interest entities. No non-audit services prohibited by that
standard were provided.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern
basis of accounting in the preparation of the financial statements is appropriate. Our evaluation of the
directors’ assessment of the Group and Company’s ability to continue to adopt the going concern basis
of accounting included:

- we used our knowledge of the Group and Company, the industry in which it operates, and the
general economic environment to identify the inherent risks to the business model and we

13



KkPMG!

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

Conclusions relating to going concern (continued)

considered whether there were any prevalent risks that might affect the Group and Company’s
financial resources or ability to continue operations over the going concern period;

- we obtained the directors’ going concern assessment, including assumptions and the cash
forecasts for the going concern period which covers a period of at least twelve months from the
date of signing this audit opinion;

- we considered the appropriateness of the assumptions used in the directors’ going concern
assessment in the context of the applicable financial reporting framework and whether these
assumptions were consistently applied and consistent with the business activities of the Group
and Company;

- we tested the completeness and accuracy of the cash flow forecasts to evaluate whether the
information is sufficiently precise and detailed to support the assessment; and

- we assessed the completeness of the going concern disclosure in these financial statements.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the Group and
Company’s ability to continue as a going concern for a period of at least twelve months from the date
when the financial statements are authorised for issue.

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.

We have identified the existence of lease receivables and lease revenue as a new key audit matter in
our current year audit due to a higher risk related to existence as compared to the prior year and,
therefore, it is separately identified in our report this year.

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) €45.5m (2019: €46.7m)
Refer to pages 41 to 52 (accounting policy) and pages 83 to 87 (financial disclosures)
The key audit matter How the matter was addressed in our audit

An Expected Credit Loss model Our procedures over the valuation of impaired lease receivables
was developed which classifies all  included:
leases into three stages. Impaired

leases are classified as stage 3. - Gaining an understanding of the processes in place to

record lease receivables. The controls, processes and

The Expected Credit Loss model models related to the valuation of lease receivables are
for impaired leases derives the maintained in GRENKE AG, the parent company. KPMG
percentage allowance rates to be Germany critically assessed the model documentation
applied to the categories. and validated the model. We inspected of the results of
Provisional rates are derived from the work carried out by KPMG Germany, with the
the historical data in key markets assistance of specialists in KPMG Dublin.

14



KkPME!

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

(continued)

The key audit matter (continued)

and the
information.

forward-looking

There is an inherent risk of error in
the valuation of impaired lease
receivables especially in
determining  the percentage
provision rates. The risk of error
further increased in 2020 due to
uncertainty introduced by Covid-
19.

How the matter was addressed in our audit
(continued)

With the assistance of KPMG Germany:

- Testing the completeness of the data used for the
retention value factor estimation extracted from
the data warehouse;

- Re-performing the calculation of the value
retention factor for the individual portfolio classes
and re-performing the Expected Credit Loss
calculation. The procedures included the
mapping of the contracts based on their
categorisation with the correct value factor; and

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

Assessing the accuracy of the categorisation in line with
the Expected Credit Loss allowance model and the
resulting carrying value of those impaired lease
receivables by testing the application of the percentage
impairment rates to a sample, from the population; and
Considering the adequacy of the disclosures in relation
to: the use of judgements and estimates in determining
the Expected Credit Loss allowance; the policies
adopted; and the disclosures in the notes to the financial
statements for compliance with the relevant accounting
standard.

Based on evidence obtained, we found that the Expected Credit
Loss allowances recognised relating to the carrying value of the
impaired lease receivables to be appropriate.

Existence of Lease Receivables €1.9bn (2019: €2.0bn) and Existence of Lease Revenues
€120.2m (2019: €107.8m) (Group and Company)

Refer to pages 45 to 48 (accounting policy) and page 63 and pages 78 to 81 (financial disclosures)

The key audit matter

In September 2021, a financial
research group alleged that a
portion of GRENKE AG’s (the
parent company) lease
receivables portfolio did not exist
and that the financial statements
had been manipulated to inflate
revenues.

How the matter was addressed in our audit

Our procedures over the existence of lease receivables and existence

of lease revenues included:

Evaluating the design and implementation of the key control

identified in the lease initiation process;

Engaging IT specialists in KPMG Dublin to inspect the files and
documentation of KPMG Germany's test of the IT control

environment;

15



KkpmG!

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

(continued)

The key audit matter
(continued)

There is a significant risk of fraud
that the Group and Company

may manipulate lease
receivables and revenues and
record non-existing lease

receivables and revenues to
achieve higher new business
volumes or variable revenue.

Leasing income represents the
core income stream and has a
significant impact on the Group
and Company’s profit position.

How the matter was addressed in our audit (continued)

For a sample of lease receivables, obtaining a sample of signed
lease contracts, evidencing customer’s receipt of leased assets
and the supplier’'s invoice evidencing the purchase of leased
assets, in order to gain sufficient audit evidence over the
existence of the lease receivables;

For a sample of leases, recalculating lease interest income
earned from the lease contracts, using signed lease contracts to
assess the calculation inputs;

For a sample of instalments made during the year, recalculating
lease instalments paid on contracts, using signed lease
contracts to assess the calculation inputs, and tracing the
samples selected to bank statements to evidence the receipt of
the payments;

Performing revenue cut-off testing by selecting a random sample
of leases that were initiated at both pre- and post- year-end and

check that they were booked in the correct period;

Based on evidence obtained, we did not identify any material issues
relating to the existence of lease receivables and existence of lease

revenues.

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

Materiality for the Group and Company financial statements as a whole was set at €2.07m (2019:
€3.32m), determined with reference to a benchmark of total revenue (of which it represents 0.95%
(2019: 5% of profit before tax)), with performance materiality set at €1.55m (2019: €2.47m). We consider
total revenue to be the most appropriate benchmark as it provides a more stable measure year on year
than profit before tax.

We applied materiality to assist us determine what risks were significant risks and the procedures to be
performed.

Our audit of the Group and Company was undertaken to the materiality level specified above and was
all performed by engagement teams in Dublin, Germany and France.

We reported to the board of directors any corrected or uncorrected identified misstatements exceeding
€103.4k, in addition to other identified misstatements that warranted reporting on qualitative grounds.

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.

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

Other information (continued)

Based solely on our work on the other information undertaken during the course of the audit, we report
that:

* we have not identified material misstatements in the directors’ report;

* in our opinion, the information given in the directors’ report is consistent with the financial
statements;

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

Corporate governance disclosures

As required by the Companies Act 2014, we report, in relation to information given in the Corporate
Governance Statement on pages 7 to 9, that:

* 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 is
consistent with the financial statements and has been prepared in accordance with the Act; and

* 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.

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

Our opinions on other matters prescribed 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 Company were sufficient to permit the financial statements
to be readily and properly audited and the Company’s financial statements are 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. We have
nothing to report in this regard.

Respective responsibilities and restrictions on use
Directors’ responsibilities

As explained more fully in their statement set out on pages 10 and 11, 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
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 and 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
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF GRENKE FINANCE PLC
(continued)

Auditor’s responsibilities (continued)

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 |AASA’s website at
http://www.iaasa.ie/Publications/Auditing-standards/International-Standards-on-Auditing-for-use-in-
Ire/Description-of-the-auditor-s-responsibilities-for.

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.

Ll uthy

12 May 2021
Vincent Reilly
for and on behalf of
KPMG

Chartered Accountants, Statutory Audit Firm
1 Harbourmaster Place

IFSC

Dublin 1

Ireland
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GRENKE FINANCE PLC

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
for the year ended 31 December 2020

Restated
Continuing Operations 2020 2019
Note € €
Lease income 7 120,182,784 107,767,076
Income from protecting lease equipment 8 42,835,331 38,854,981
Interest income and similar income 9 54,702,054 53,447,351
Total operating income 217,720,169 200,069,408
Net impairment loss on finance lease receivables 10 (66,385,962) (39,581,602)
Expected credit loss on other financial assets 11 (27,755,097) 139,667
Interest expense and other charges 12 (73,258,840) (56,556,896)
Foreign exchange (loss)/gain 13 (15,534,213) 6,130,744
Net gain/(loss) on financial instruments at fair value 14
through profit or loss 9,204,156 (10,800,041)
Other income 15 3,073,582 3,758,881
Other operating expenses 16 (32,680,190) (25,211,762)
Profit before tax 17 14,383,605 77,948,399
Taxation 18 (1,973,777) (9,910,466)
Profit for the period 12,409,828 68,037,933

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

The comparative figures in 2019 for lease income, interest income and similar income, net
impairment loss on finance lease receivables, interest expense and other charges, other
income and other operating expenses have been restated from the figures in the 2019 financial
statements due to reclassifications between the account headings. An explanation of each
reclassification is included in the relevant note.
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GRENKE FINANCE PLC

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

for the year ended 31 December 2020

Profit for the year

Other Comprehensive Income

Items that may be reclassified to profit or loss in
subsequent years
Gains/(losses) relating to cash flow hedges

Tax relating to cash flow hedges

Other comprehensive income net of tax

Total comprehensive income

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

Note

20

27
28

2020 2019
€ €
12,409,828 68,037,933
572,452 (2,498,285)
(71,555) 312,285
500,897 (2,186,000)
12,910,725 65,851,933




GRENKE FINANCE PLC

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

as at 31 December 2020

NON-CURRENT ASSETS
Property, plant & equipment
Subordinated loans and reserve accounts

Finance lease receivables due after one year

Amounts due from GRENKE AG Group
undertakings

Amounts due from GRENKE AG Group
franchisees

Trade and other receivables

Derivative financial instruments

Deferred tax asset

Corporation tax receivable

CURRENT ASSETS

Subordinated loans and reserve accounts
Finance lease receivables due within one
year

Amounts due from GRENKE AG Group
undertakings

Amounts due from GRENKE AG Group
franchisees

Trade and other receivables

Derivative financial instruments
Corporation tax receivable

Credit support accounts

Cash and cash equivalents

TOTAL ASSETS

Note

19
21

24

25
26
27
28
29

21

23

24

25
26
27
29
30
31

2020

€
936,533
22,643,113
1,221,033,725

1,092,987,875

37,128,993
70,015,535
823,900
248,586
4,690,688

Restated
2019

€
1,224,875
23,376,236
1,327,187,743

1,337,858,685

41,352,490
22,718,786
309,654
2,437,715

2,450,508,948

25,399,636

695,592,944

1,060,608,615

103,726,818
58,216,616
4,548,320
2,183,807
16,420,000
143,674,377

2,756,466,184

14,080,711

674,602,719

897,414,210

93,268,405
156,146,474
2,649,705
4,956,383
10,552,723
128,597,887

2,110,371,133

1,982,269,217

4,560,880,081

4,738,735,401

The comparative figures in 2019 for credit support accounts and cash and cash equivalents
have been restated from the figures in the 2019 financial statements due to reclassifications
between the account headings. An explanation of each reclassification is included in the

relevant note.

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 2020 (Continued)

Restated
2020 2019
NON CURRENT LIABILITIES € €
Debt securities in issue 32 2,541,777,002 2,721,901,626
Amount owed to Grenke Bank AG 33 555,561,982 389,791,060
Asset based financial liabilities 35 193,934,221 220,671,814
Bank loans and cash held on trust 37 10,000,000 -
Lease liabilities 38 490,135 754,104
Deferred income 39 93,363 476,052
Derivative financial instruments 27 19,134,020 -
3,320,990,723 3,333,594,656
CURRENT LIABILITIES
Debt securities in issue 32 433,438,596 555,841,603
Amount owed to Grenke Bank AG 33 316,974,615 211,867,884
Amount owed to Grenke AG Group
Undertakings 34 41,598,079 84,019,435
Asset based financial liabilities 35 157,196,771 143,618,603
Credit support accounts 30 1,640,000 30,000
Bank loans and cash held on trust 37 10,862,253 52,908,928
Lease liabilities 38 263,019 260,400
Derivative financial instruments 27 3,966,740 13,588,721
Deferred income 39 381,956 1,095,740
Accruals 40 35,712,411 26,965,238
1,002,034,440 1,090,196,552

TOTAL LIABILITIES 4,323,025,163 4,423,791,208
CAPITAL AND RESERVES
Share capital 41 50,000 50,000
Capital contribution 67,000,000 67,000,000
Retained earnings 172,500,840 250,091,012
Cash flow hedge resene 42 (1,695,922) (2,196,819)
TOTAL EQUITY 237,854,918 314,944,193
TOTAL EQUITY AND LIABILITIES 4,560,880,081 4,738,735,401

The comparative figures in 2019 for bank loans and cash held on trust, credit support accounts,
deferred income and accruals have been restated from the figures in the 2019 financial
statements due to reclassifications between the account headings. An explanation of each
reclassification is included in the relevant note.

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

V.,-_}l/ _S:fo\l/\ \A- .
Patrick Spai Angelika Wiedemann
Director Director
12 May 2021

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 2020

Restated
Note 2020 2019

NON-CURRENT ASSETS € €
Property, plant & equipment 19 936,533 1,224,875
Financial investments 20 300 300
Subordinated loans and reserve accounts 21 22,643,113 23,376,236
Amounts due from subsidiaries 22 49,986,587 44,139,901
Finance lease receivables due after one year 23 1,221,033,725 1,327,187,743
Amounts due from GRENKE AG Group
undertakings 24 1,092,987,875 1,337,858,685
Amounts due from GRENKE AG Group
franchisees 25 37,128,993 41,352,490
Trade and other receivables 26 70,015,535 22,718,786
Derivative financial instruments 27 823,900 -
Deferred tax asset 28 248,586 309,654
Corporation tax receivable 29 4,690,688 2,437,715

2,500,495,835 2,800,606,385
CURRENT ASSETS
Subordinated loans and reserve accounts 21 25,399,636 14,080,711
Amounts due from subsidiaries 22 15,038,430 29,228,588
Finance lease receivables due within one
year 23 695,592,944 674,602,719
Amounts due from GRENKE AG Group
undertakings 24 1,060,608,615 897,414,210
Amounts due from GRENKE AG Group
franchisees 25 103,726,818 93,268,405
Trade and other receivables 26 58,216,616 156,146,474
Derivative financial instruments 27 4,548,320 2,649,705
Corporation tax receivable 29 2,183,807 4,956,383
Credit support accounts 30 16,420,000 10,552,723
Cash at bank and in hand 31 143,674,377 128,597,887

2,125,409,563 2,011,497,805
TOTAL ASSETS 4,625,905,398 4,812,104,190

The comparative figures in 2019 for subordinated loans and reserve accounts, amounts due
from subsidiaries, credit support accounts and cash and cash equivalents have been restated
from the figures in the 2019 financial statements due to reclassifications between the account
headings. An explanation of each reclassification is included in the relevant note.

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 2020 (Continued)

Restated
2020 2019
NON CURRENT LIABILITIES € €
Debt securities in issue 32 2,541,777,002 2,721,901,626
Amount owed to Grenke Bank AG 33 555,561,982 389,791,060
Amount owed to subsidiary SPVs 36 243,921,108 264,812,015
Bank loans and cash held on trust 37 10,000,000 -
Lease liabilities 38 490,135 754,104
Deferred income 39 93,363 476,052
Derivative financial instruments 27 19,134,020 -
3,370,977,610 3,377,734,857
CURRENT LIABILITIES
Debt securities in issue 32 433,438,596 555,841,603
Amount owed to Grenke Bank AG 33 316,974,615 211,867,884
Amount owed to Grenke AG Group
Undertakings 34 41,598,079 84,019,435
Amount owed to subsidiary SPVs 36 172,235,201 172,847,191
Credit support accounts 30 1,640,000 30,000
Bank loans and cash held on trust 37 10,862,253 52,908,928
Lease liabilities 38 263,019 260,400
Derivative financial instruments 27 3,966,740 13,588,721
Deferred income 39 381,956 1,095,740
Accruals 40 35,712,411 26,965,238
1,017,072,870 1,119,425,140

TOTAL LIABILITIES 4,388,050,480 4,497,159,997
CAPITAL AND RESERVES
Share capital 41 50,000 50,000
Capital contribution 67,000,000 67,000,000
Retained earnings 172,500,840 250,091,012
Cash flow hedge reserve 42 (1,695,922) (2,196,819)
TOTAL EQUITY 237,854,918 314,944,193

TOTAL EQUITY AND LIABILITIES

4,625,905,398

4,812,104,190

The comparative figures in 2019 for bank loans and cash held on trust, credit reserve accounts,
deferred income and accruals have been restated from the figures in the 2019 financial
statements due to reclassifications between the account headings. An explanation of each
reclassification is included in the relevant note.

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

PJ'V.J/ S'loc,\',,\ . :

Patrick Spain Angelika Wiedemann
Director Director

12 May 2021

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

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the year ended 31 December 2020

Issued capital Capital Retained Cash flow Total equity
contribution earnings hedge reserve

€ € € € €
As at 1 January 2020 50,000 67,000,000 250,091,012 (2,196,819) 314,944,193
Profit for the year - - 12,409,828 - 12,409,828
Other comprehensive income - - - 500,897 500,897
Total comprehensive income - - 12,409,828 500,897 12,910,725
Transactions with owners of the company
contributions and distributions (Note 41) - - (90,000,000) - (90,000,000)
At 31 December 2020 50,000 67,000,000 172,500,840 (1,695,922) 237,854,918

Issued capital Capital Retained Cash flow Total equity
contribution earnings hedge reserve

€ € € € €
As at 1 January 2019 50,000 67,000,000 237,167,141 (10,819) 304,206,322
16, net of tax (note 3) - - (114,062) - (114,062)
Restated at 1 January 2019 50,000 67,000,000 237,053,079 (10,819) 304,092,260
Profit for the year - - 68,037,933 - 68,037,933
Other comprehensive income - - - (2,186,000) (2,186,000)
Total comprehensive income - - 68,037,933 (2,186,000) 65,851,933
Transactions with owners of the company
contributions and distributions (Note 41) - - (55,000,000) - (55,000,000)
At 31 December 2019 50,000 67,000,000 250,091,012 (2,196,819) 314,944,193

25



GRENKE FINANCE PLC

COMPANY STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2020

Issued capital Capital Retained Cash flow Total equity
contribution earnings hedge reserve

€ € € € €
As at 1 January 2020 50,000 67,000,000 250,091,012 (2,196,819) 314,944,193
Profit for the year - - 12,409,828 - 12,409,828
Other comprehensive income - - - 500,897 500,897
Total comprehensive income - - 12,409,828 500,897 12,910,725
Transactions with owners of the company
contributions and distributions (Note 41) - - (90,000,000) - (90,000,000)
At 31 December 2020 50,000 67,000,000 172,500,840 (1,695,922) 237,854,918

Issued capital Capital Retained Cash flow Total equity
contribution earnings hedge reserve

€ € € € €
As at 1 January 2019 50,000 67,000,000 237,167,141 (10,819) 304,206,322
16, net of tax (note 3) - - (114,062) - (114,062)
Restated at 1 January 2019 50,000 67,000,000 237,053,079 (10,819) 304,092,260
Profit for the year - - 68,037,933 - 68,037,933
Other comprehensive income - - - (2,186,000) (2,186,000)
Total comprehensive income - - 68,037,933 (2,186,000) 65,851,933
Transactions with owners of the company
contributions and distributions (Note 41) - - (55,000,000) - (55,000,000)
At 31 December 2019 50,000 67,000,000 250,091,012 (2,196,819) 314,944,193
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GRENKE FINANCE PLC

CONSOLIDATED STATEMENT OF CASH FLOW
for the year ended 31 December 2020

Restated

2020 2019
CASH OUTFLOWS FROM OPERATING ACTIVITIES € €
Profit on ordinary activities before tax 14,383,605 77,948,399
Adjustments for non-cash items:
Interest expense 69,046,376 52,568,373
Interest income (54,702,054) (53,447,351)
Lease interest income (135,054,185) (123,794,637)
Depreciation 297,535 297,420
Net impairment loss on finance lease receivables 66,385,962 39,581,602
Expected credit loss on other financial assets 27,755,097 (139,667)
Currency translation differences on lease receivables 1,358,035 384,317
Currency translation differences on amounts due from Grenke
AG Group undertakings 9,339,510 1,209,476
Currency translation differences on amounts due from Grenke
AG Group franchisees 457,698 2,997,996
Fair value measurement losses on derivatives (16,958,216) (2,651,385)
Fair value measurement of subordinated loans (80,245) -
Foreign exchange translation adjustment to cash (1,012) 1,791
Deferred income on financial guarantee (1,105,189) (2,193,982)
Changes in operating assets and liabilities
Lease interest income 135,054,185 123,794,637
Decrease in subordinated loans and reserve accounts (10,490,693) (3,729,258)
Decrease/(Increase) in performing lease receivables 73,406,394 (332,083,368)
Increase in impaired leases and leases past due (55,986,598) (48,433,964)
Change in amounts due/owed from Grenke AG Group
undertakings 9,589,962 (372,718,166)
Increase in amounts due from Grenke AG Group franchisees (6,296,709) (65,023,516)
Decreasel/(increase) in trade and other receivables 61,387,580 (41,768,012)
Decrease in derivative financial instruments 6,789,524 11,683,448
Increase in accruals 2,315,888 2,607,322
Increase in credit support accounts (4,257,277) (994,142)
Increase/(Decrease) in cash held in trust 2,953,325 (1,619,653)
Interest received 54,696,195 53,342,352
Interest paid (44,869,874) (37,141,845)
GRENKE AG Bank guarantee paid (23,084,082) (15,237,349)
Asset based interest paid (2,716,572) (2,535,680)
Derivative cross currency interest paid (1,973,527) (479,732)
Derivative swap interest paid (615) (17,750)
Derivative swap interest received 15,190 6,426
Payments to lessors classified as interest under IFRS 16 (9,226) (11,939)
Tax paid (691,440) (9,711,695)
Net cash inflow/(outflow) from operating activities 176,954,547 (747,309,532)

There has been reclassifications made to the 2019 comparatives in comparison to what was
shown in the 2019 financial statements in order to provide the reader with more precise
information on cash flows. The reclassifications are disclosed in note 5.
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GRENKE FINANCE PLC

CONSOLIDATED STATEMENT OF CASH FLOW
for the year ended 31 December 2020 (Continued)

Restated

2020 2019
CASH OUTFLOWS FROM INVESTING ACTIVITIES € €
Payments for the acquisition of property, plant and equipment (9,193) (58,822)
Cash outflow from investing activities (9,193) (58,822)
CASH (OUTFLOWS)/ INFLOWS FROM FINANCING
ACTIVITIES
Proceeds from debt securities in issue 332,774,455 1,561,331,562
Repayment of debt securities in Issue (627,000,000) (863,500,000)
Proceeds from amounts owed to GRENKE AG Bank 628,152,043 375,993,690
Repayment of amounts owed to GRENKE AG Bank (357,274,390) (248,041,893)
Proceeds from amounts owed to asset-based liabilities 204,550,155 236,617,239
Repayment of amounts owed to asset based liabilities (217,810,790) (160,717,361)
Proceeds from rewvolving credit facilities drawn down 65,000,000 365,000,000
Repayments of revolving credit facilities (110,000,000) (395,000,000)
Proceeds from money market lines drawn down 15,000,000 47,000,000
Repayments of money market lines drawn down (15,000,000) (47,000,000)
Proceeds from European investment bank loan 100,000,000 -
Repayments of European investment bank loan (90,000,000) -
Payment to lessors for right of use assets (261,349) (258,734)
Dividend payments (90,000,000) (55,000,000)
Cash/(outflow)/ inflow from financing activities (161,869,876) 816,424,503
Cash and cash equivalents at the beginning of the year 128,597,887 59,543,529
Foreign exchange translation adjustment (1,012) 1,791
Cash and cash equivalents at the end of the year 143,674,377 128,597,887
Change in cash and cash equivalents during the period 15,075,478 69,056,149
Net cash outflow from operating activities 176,954,547 (747,309,532)
Cash outflow from investing activities (9,193) (58,822)
Cash (outflow)/inflow from financing activities (161,869,876) 816,424,503
Total cash inflow 15,075,478 69,056,149

There has been reclassifications made to the 2019 comparatives in comparison to what was
shown in the 2019 financial statements in order to provide the reader with more precise
information on cash flows. The reclassifications are disclosed in note 5.
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GRENKE FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2020

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 2020 were authorised for issue by the Board of
Directors on 12 May 2021 and the Group and Company Statement of Financial Position was
signed on the Board’s behalf by Patrick Spain and Angelika Wiedemann. GRENKE Finance
PLC is incorporated and domiciled in Ireland.

The Company issues debt securities listed on the main market of the Luxembourg Stock
Exchange.

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 Group consolidated financial statements were prepared in accordance with IFRS as
adopted by the EU and in accordance with the Companies Act 2014.

In these financial statements, the Company has applied the exemptions available under FRS
101 in respect of the following disclosures:

¢ No statement of cash flow for the company has been included

The accounting policies applied in the preparation of the Group and Company financial
statements for the year ended 31 December 2020 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 in note 3.

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 2020.

The Group and Company’s management has made an assessment of the Group and
Company’s ability to continue as a going concern and is satisfied that the Group and Company
have the resources to continue for the foreseeable future. The Group and Company has
recognised a net profit after tax of €12,409,828 for the year ended 31 December 2020 and, as
at that date, the total assets exceed total liabilities by €237,854,918.

The Directors are not aware of any material uncertainties which may cast significant doubt
upon the Group and Company’s ability to continue as a going concern, and the Directors have
a reasonable expectation that the Group and Company will continue in operational existence
for the foreseeable future. For these reasons, they continue to adopt the going concern basis
in preparing the annual financial statements.

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
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GRENKE FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2020

2. GRENKE AG GROUP (Continued)

AG Group are included in the GRENKE AG Group financial statements, the 2020 financial
statements are expected to be publicly available at www.GRENKE.de on 21 May 2021.

3. CHANGES IN ACCOUNTING POLICIES
(a) Accounting standards implemented in 2020

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 and interpretations, which had to be applied for the
first time from fiscal year 2020, had no effect on the consolidated financial statements of the
Group and Company

Amendments to References to Conceptual Framework in IFRS Standards
Definition of Material (Amendments to IAS 1 and IAS 8)

Definition of a Business (Amendments to IFRS 3)

Interest Rate Benchmark Reform (Amendments to IFRS 9, IAS 39 and IFRS 7)
COVID-19-Related Rent Concessions (Amendment to IFRS 16)

The Group and Company has been applying interest rate cash flow hedge accounting but the
interest rate benchmark reform will have no effect due to all interest rate cash flow hedge
accounting being in Euro and Euribor is already reformed. The Group and Company also
has no interest cash flow hedges at 31 December 2020.

(b) Significant changes in accounting policies
Hedge Accounting

The Group and Company has decided to apply the hedge accounting requirements of IFRS 9
from 1 July 2020. The hedge accounting rules under IFRS 9 align the accounting for hedging
instruments more closely with the Group and Company risk management practices than IAS
39 which was applied in previous periods..

The Group and Company was applying hedge accounting under IAS 39 to its cross-currency
swaps on the basis that they were designated as a hedge of the variability in cash flows of a
recognised liability. These hedge relationships qualify as continuing hedges under IFRS 9 and
there has not been a significant impact to the financial position of the Group and Company as
a result of adopting IFRS 9.

The Group and Company has decided to apply hedge accounting for the first time on 1 October
2020 to its forward exchange contracts under IFRS 9 because IFRS 9 aligns the accounting
for hedging instruments more closely with the Group and Company risk management practices
than IAS 39. The Group and Company Foreign exchange loss in the Statement of Profit or
Loss has been increased by €76,954 and Other Comprehensive Income has been increased
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GRENKE FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2020

3. CHANGES IN ACCOUNTING POLICIES (Continued)
(b) Significant changes in accounting policies (Continued)

by €76,954 due to designating forward exchange contracts as a hedge of the variability in cash
flows of recognised assets.

Subordinated loans measured at fair value

Only subordinated loans whose cash flows may be effected by default of non Group and
Company lease receivables will be measured at fair value.

The fair value of the subordinated loans is measured by applying Euro cost of borrowing plus
the Grenke AG risk of default to the projected future cash flows from the subordinated loans.

If as in previous periods these subordinated loans were measured at amortised cost with an
adjustment for IFRS 9 expected credit allowances the subordinated loans would have had a
reduced value of €210,309. Profit before tax would have been reduced by €210,309, taxation
would have been reduced by €26,288 and profit for the period would be reduced by €184,201.

(c) 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. The changes
arising from these standards are not expected to have any material impact on the results or
financial position of the Group and Company.

4. ACCOUNTING POLICIES
(a) Basis of preparation

The Group financial statements have been prepared in accordance with IFRS and the
Company financial statement in accordance with FRS 101 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 2020 and the reported amounts of revenues and expenses during 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 (0).

The profit attributable to equity shareholders disclosed in the financial statements of the
Company was €12m (2019: €68m). 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 or Loss, which forms part of the approved Financial Statements,
to the Annual General Meeting and from filing it with the Registrar of Companies.
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GRENKE FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2020

4. ACCOUNTING POLICIES (Continued)

(a) Basis of preparation (Continued)

Basis of consolidation

The Group Financial Statements comprise the Financial Statements of the Company
undertaking and four structured entities, FCT “GK”-Compartment “G2” (FCT GK 2), FCT GK 3,
FCT “GK”-Compartment “G4” (FCT GK 4) and Elektra Purchase No. 25 Designated Activity
Company.

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 the structured entities FCT GK 2, FCT GK 3, FCT GK 4, and
Elektra Purchase No 25 Designated Activity Company in whom the Company invests by way
of subordinated loans should be consolidated because it effectively controls these entities.

The basis for consolidating the four entities is set out in note 4 (n).

The Company has concluded that the structured entities Coral Purchasing (Ireland) 2 DAC,
Opusalpha Purchaser Il Limited and Kebnekaise Funding Limited in whom the Company
invests by way of subordinated loans should not be consolidated because it effectively does
not control these entities.

Subsidiaries

Subsidiary undertakings are included in the Group Financial Statements from the date on which
control is obtained, and cease to be consolidated from the date on which control is transferred
out of the Group. The Company 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.

They are subsidiaries because the Company 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. The Company’s subsidiaries are set out below:

Equity Equity

Interest Interest

Dec 31, Dec 31,

Subsidiaries Registered office 2020 2019

FCT "GK"-COMPARTMENT "G2" St-Denis/France 50% 50%

FCTGK 3 St-Denis/France 0% 0%

FCT "GK4"-COMPARTMENT "G4" St-Denis/France 50% 50%
Elektra Purchase No 25 Designated

Activity Company Dublin/Ireland 0% 0%
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GRENKE FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2020

4. ACCOUNTING POLICIES (Continued)
(b) Leases
The Company and Group as lessor

Leases are defined as agreements in which the lessor transfers the right to the lessee to use
an identifiable asset for an agreed time period in exchange for the payment of consideration
for an agreed time period.

Whether an agreement can be considered as a lease or containing a lease, depends on the
economic substance of the agreement at the beginning of the agreement. For the lessor, leases
are to be classified as either operating leases or finance leases.

FINANCE LEASES

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

Finance leases are initially recognised in the statement of financial position as per the date
they are available for use (upon the issue of the leasee’s letter of acceptance) as lease
receivables at an amount equal to the net investment, which represents the sum of outstanding
lease payments and non-guaranteed residual values of the underlying assets, discounted at
the interest rate underlying the lease. Lease payments as per the date of the lease object's
availability for use are divided into interest payments and principal payments in such a manner
that they reflect a periodic rate of return for the receivable. Initial direct costs incurred in
connection with the conclusion of the contract, e.g. agents and reseller commissions, are taken
into consideration when calculating the net investment value.

The Company and Group as lessee

Under IFRS 16, a right of use is capitalised and a corresponding leasing liability is recognised
when a lease exists under IFRS 16.

If contracts contain both leasing and non-leasing components, only the leasing components
are recognised as a right of use and a leasing liability in accordance with IFRS 16. The first-
time measurement of the lease liabilities recognised in accordance with IFRS 16 is the amount
of the present value of the lease payments not yet made. The lease payments include the
following amounts:

e Fixed payments less any lease incentives receivable

When determining the lease payments, in addition to the non-cancellable basic term, extension
periods are also taken into account, provided the exercise of the underlying extension options
is considered to be reasonably certain.

The Group and Company uses its marginal borrowing rate to discount the cash flows. In the

course of the subsequent measurement, the leasing liabilities are recognised at amortised cost

using the effective interest method. The leasing liabilities are successively reduced by the

repayment portions contained in the leasing payments. A revaluation of the lease liability (and

a corresponding adjustment of the associated right of use) must be carried out if the future

lease payments resulting from the underlying contract change. This may include lease contract
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GRENKE FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2020

4. ACCOUNTING POLICIES (Continued)

(b) Leases (continued)

The Company and Group as lessee (Continued)
FINANCE LEASES (Continued)

adjustments or renegotiation of lease contracts as well as changes in assessments with regard
to the likely exercise of termination or extension options.

The amount of the associated usage rights is based on the valuation of the leasing liabilities.
Based on the amount of the lease liability, the amount of the right of use results from the
additional activation of all lease payments made during or before the provision as well as from
initial direct costs and estimated costs for dismantling obligations. Lease incentives received
must be subtracted. As part of the subsequent valuation, the right of use asset is amortised
over the useful life and, if necessary, impaired in accordance with IAS 36 “Impairment of
Assets”.

The Group and Company has entered into deferral agreements with its leasing customers due
to the current COVID 19 pandemic and its consequences. In addition, the Group and
Company’s default risk is to be minimised. The deferral agreements grant deferral of single
lease instalments for a fixed period of time and are therefore not due at a later date, but before
termination of the lease. Parts of these deferral agreements are based on statutory moratoria.
According to the assessment of the Group and Company the agreed deferrals have not led to
any change in the scope of a lease or in the consideration for a lease. Therefore, the payment
changes are treated as a non-substantive contract amendment (modification). The interest
rate underlying the lease which is used to calculate the net investment in the lease is
unchanged. The deferred lease receivables are regularly reviewed by the Group and
Company. In the context of the assessment of impairments the deferral agreements concluded
are taken into account and and evaluated. In the process clustering is performed and the
probability of default is determined in a number of scenarios. The contracts are no longer
deferred when the outstanding lease instalments are paid.

The Group and Company makes estimates that affect the amount of lease liabilities and rights
of use recognised in the statement of financial position in accordance with IFRS 16. Such
assessments concern, for example, the determination of appropriate marginal borrowing rates
to discount the expected cash flows and the determination of the term of the lease. The
determination of the term of the lease is subject to discretion, since the lease contracts entered
into regularly contain extension and termination options for reasons of flexibility. When
assessing the existence of sufficient security, the Group and Company takes into account all
the facts and circumstances that, in its role as lessee, give it an economic incentive to exercise
or not exercise the extension or termination option.

(c) Other 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.
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GRENKE FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2020

4. ACCOUNTING POLICIES (Continued)
(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.

(e) Foreign currency

The financial statements are prepared in Euro (*€’). The functional currency of the Company
is the Euro (*€’) the currency of the primary economic environment that all five entities in the
Group operate in. The presentational currency in the financial statements is Euro (‘€’).
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 or Loss. If the monetary asset or liability denominated in a foreign
currency is hedged and the conditions of cash flow hedge accounting are met translation
differences that result are then recycled through other comprehensive income.

(f) Measurement of fair values

The Group and Company measures derivative financial instruments at their fair value through
the statement of profit or loss and where cash flow hedge accounting is adopted through other
comprehensive income. The Group and Company measure subordinated loans, provided to
Coral Purchasing (Ireland) 2 DAC, Opusalpha Purchaser Il Limited and Kebnekaise Funding
Limited, which provide credit enhancement to the senior investors in the Grenke AG SPVs at
fair value through the statement of profit or loss. The fair value of financial instruments
measured at amortised cost are presented in note 47.

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.

Fair value is determined at 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.
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GRENKE FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2020

4. ACCOUNTING POLICIES (Continued)
(f) Measurement of fair values (Continued)

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;

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

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.

(g9) Financial Instruments

Categories of financial instruments

Financial instruments within the scope of IFRS 9 “Financial Instruments” 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, subordinated loans where the underlying lease
receivables are Group and Company lease receivables, credit support accounts and
trade and other receivables.

At fair value through profit or loss

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

e Subordinated loans, provided to Coral Purchasing (lreland) 2 DAC, Opusalpha
Purchaser 1l Limited and Kebnekaise Funding Limited, which provide credit
enhancement to the senior investors in the Grenke AG SPVs. (subordinated loans to
Grenke AG SPVs)

At fair value through other comprehensive income

o Derivative financial instruments measured at fair value with hedging relationship.
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4. ACCOUNTING POLICIES (Continued)

(9) Financial Instruments (Continued)
Categories of financial instruments (Continued)
Financial liabilities

Measured at amortised cost

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.
FINANCIAL ASSETS

IFRS 9 provides for three types of subsequent measurement of financial assets
Measurement at amortised cost (AC)

Measurement at fair value through OCI (FVOCI)

Measurement at fair value through P&L (FVPL)

A number of the Group and Company’s accounting policies and disclosures require the
determination of fair value, for both financial and non financial assets and liabilities. Fair values
have been determined for measurement and/or disclosure purposes. For the methods used
see note 47. When applicable, further information about the assumptions made in determining
fair values is disclosed in the notes specific to that asset or liability.

Finance lease receivables are recognised in accordance with IFRS 16 (see Note 4 (b)) Finance
lease receivables, however, are subject to the provisions of IFRS 9 for derecognition and
impairment.

Financial assets are allocated to the measurement categories upon initial recognition.
Reclassifications are only permissible in the event of a change in the business model that
results in a significant impact on the business processes. Where appropriate, reclassifications
are made prospectively as per the first day of the first reporting period following the change in
the business model. No reclassifications took place during the reporting periods.

Financial assets at amortised cost

Debt instruments are accounted for at amortised cost when the contractually agreed payment
characteristics consist solely of principal and interest payments ("SPPI criterion") on the
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4. ACCOUNTING POLICIES (Continued)

(9) Financial Instruments (Continued)
FINANCIAL ASSETS (Continued)

Financial assets at amortised cost (Continued)

outstanding principal and are held within the scope of a business model whose objective is to
hold financial assets in order to collect the contractual cash flows of the financial asset.

The initial measurement in the measurement category is at fair value plus any additional and
individually allocable transaction costs which, in the case of financial assets, increase the fair
value. This, however, excludes trade receivables with no significant financing components,
which are measured at their transaction price. After their initial recognition, financial assets in
the category "financial assets at amortised cost" are measured at amortised cost using the
effective interest method less any impairment. Amortised cost includes all discounts and
premiums paid upon acquisition and includes all fees that are an integral part of the effective

interest rate, including transaction costs. Impairment is tested based on the expected credit
loss model under IFRS 9, which stipulates the recognition of impairment through profit or loss
based on expected future credit losses. Please refer to impairment of financial assets in this
note. Financial assets measured at amortised cost are recognised as per the settlement date.

At the Group and Company, financial assets in the category "at amortised cost" include the line
items Cash and cash equivalents, reserve accounts, amounts due from group undertakings,
amounts due from franchisees, subordinated loans where the underlying lease receivables are
Group and Company, trade and other receivables. The item cash and cash equivalents and
reserve accounts in the consolidated statement of financial position comprises cash on hand
and balances at banks and central banks with a maturity of less than three months. Bank
overdrafts are deducted from cash and cash equivalents in the statement of cash flows.

Financial assets at fair value through profit or loss (FVPL)

The measurement at fair value with changes recognised in profit or loss is compulsory if either
the financial instrument has not been allocated to a portfolio of the other aforementioned
business models (AC or FVOCI) or if its cash flows do not meet the SPPI criterion.

The subsequent measurement at amortised cost is not possible for derivatives since they do
not regularly meet the SPPI criterion. Derivatives are always to be measured at fair value
through profit or loss provided they are not in a hedging relationship (hedge accounting). The
Group and Company does not hold any financial assets at fair value through profit or loss as
per the reporting date except for non subsidiary subordinated loans to Grenke AG SPVs and
derivatives. Derivative financial instruments held by the Group and Company that are not in a
hedging relationship are solely used to hedge currency risk. Changes in the fair value of these
derivatives are recorded under "Net (loss)/gain on financial instruments at fair value through
profit or loss”. Changes in the fair value of subordinated loans to Grenke AG SPVs are
recorded under “interest expense and other charges”.

Modification of financial assets

In the case of modifications that affect the contractual cash flows of financial assets held at

amortised cost, the Group and Company must examine whether this poses a substantial or

non-substantial modification of the contractual cash flows. This assessment is done by taking
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4. ACCOUNTING POLICIES (Continued)
(9) Financial Instruments (Continued)
FINANCIAL ASSETS (Continued)
Modification of financial assets (Continued)

an overall view of the qualitative and quantitative circumstances. An example of a qualitative
indicator is a change of debtor. A quantitative criterion that leads to a substantial modification
of the contract is if the discounted present value of the cash flows of the new contractual terms
differs by at least 10% from the discounted present value of the remaining cash flows of the
original debt instrument after credit impairment has been considered. A substantial modification
results in the derecognition of the original agreement and the recognition of a new financial
asset. The date of the initial recognition of the new financial asset is the date of the modification.
In the case of a non-substantial modification, the asset is not derecognised and the difference
between the respective carrying amounts is recognised in profit or loss.

FINANCIAL LIABILITIES

Financial liabilities at amortised cost

Financial liabilities are initially recognised at fair value, net of transaction costs. In subsequent
periods, they are recognised at amortised cost. The deducted transaction costs and any debt
discounts are amortised over the lease term in profit or loss using the effective interest method.

Refinancing liabilities, which result from the sale of the lease receivables to the respective
refinancing party but where the lease receivables remain as an asset because the Group and
Company has retained substantially all of the risks and rewards of the asset ownership and
also retains control of the transferred asset, are recognised at the present value of the
payments yet to be made to the refinancing party. The originally agreed interest rate is used
as the discount rate for fixed interest loans. Upon repayment, regular payments are split into
an interest portion and a principal component. The interest portion is recognised as an expense
from interest on refinancing.

Financial liabilities are measured at amortised cost using the effective interest method under
IFRS 9, except when they are financial liabilities measured at fair value.

Financial liabilities at fair value

The Group and Company did not hold any financial assets at fair value through profit or loss
as per the reporting date except for derivatives. Derivative Financial Instruments held by the
Group and Company are solely used to hedge interest rate and currency risk. Changes in the
fair value of derivatives are recorded under “Net (loss)/gain on financial instruments at fair value
through profit or loss” or if hedge accounting has been applied to the derivative financial
instrument the effective part of the change in fair value will be recorded under other
comprehensive income.

DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING PRACTICES

In order to manage interest rate and foreign currency risks the Group and Company employs
derivative financial instruments (principally interest rate swaps, cross-currency swaps and
forward foreign exchange contracts). Derivative financial instruments are recognised initially at
fair value on the date on which a derivative contract is entered into and are subsequently
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4. ACCOUNTING POLICIES (Continued)
(9) Financial Instruments (Continued)
DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING PRACTICES (Continued)

remeasured at fair value. The carrying value of derivatives is fair value based on discounted
future cash flows and adjusted for counterparty risk. Future floating rate cash flows are
estimated based on future interest rates (from observable yield curves at the end of the
reporting period). Fixed and floating rate cash flows are discounted at future interest rates and
translated at period-end foreign exchange rates. Forward foreign exchange contracts are used
to hedge the spot price risk on currency exposures. The forward price elements of the forward
exchange contract is included in a cost of hedging reserve in other comprehensive income if
the forward exchange contract meets the criteria for hedge accounting and is amortized to profit
and loss over the life of the forward exchange contract.

At the inception of a derivative transaction, the Group and Company documents the relationship
between the hedged item and the hedging instrument together with its risk management
objective and the strategy underlying the proposed transaction. The Group and Company also
documents its assessment, both at the inception of the hedging relationship and subsequently
on an ongoing basis, of the effectiveness of the hedging instrument in offsetting movements in
the cash flows of the hedged items. Where derivatives do not fulfil the criteria for hedge
accounting, changes in fair values are reported in the Statement of profit or loss and Statement
of financial position.

The Group and Company uses cash flow hedges in its treasury activities. For the purposes of
hedge accounting, hedges are classified as cash flow hedges (which hedge exposure to
fluctuations in future cash flows derived from a particular risk associated with a recognised
asset or liability, or a highly probable forecast transaction that could affect profit or loss). Where
a derivative financial instrument is designated as a hedge of the variability in cash flows of a
recognised asset or liability or a highly probable forecast transaction that could affect profit or
loss, the effective part of any gain or loss on the derivative financial instrument is recognised
as other comprehensive income, net of the income tax effect, with the ineffective portion being
reported in the Statement of profit or loss in the line “Net (loss)/gain on financial instruments at
fair value through profit or loss”. The associated gains or losses that had previously been
recognised as other comprehensive income are transferred to the Statement of profit or loss
contemporaneously with the materialisation of the hedged transaction. Any gain or loss arising
in respect of changes in the time value of the derivative financial instrument is excluded from
the measurement of hedge effectiveness and is recognised immediately in the Statement of
profit or loss.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated
or exercised, or no longer qualifies for hedge accounting. If a hedged transaction is no longer
anticipated to occur, the net cumulative gain or loss previously recognised as other
comprehensive income is transferred to the Statement of profit or loss in the period.

IMPAIRMENT OF FINANCIAL ASSETS

At each year end date, the Group and Company determines the impairment on financial assets
based on a model of expected credit losses in accordance with the requirements of IFRS 9.
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4. ACCOUNTING POLICIES (Continued)
(9) Financial Instruments (Continued)
IMPAIRMENT OF FINANCIAL ASSETS (Continued)

The grouping of non-performing lease receivables and for overdue receivables is based on
processing categories see note 4 (o) Determination of impairment of lease receivables and
amounts due from group companies and amounts due from franchisees. Determination is
based on the expectations prevailing at that time. The financial assets are not grouped for the
purpose of measuring expected credit losses on a collective basis.

The impairment allowances under IFRS 9 are applied to amounts due from Grenke AG Group
undertakings measured at amortised costs and amounts due from Grenke AG Group
franchisees measured at amortised cost and finance lease receivables under IFRS 16
"Leases".

The impairment allowances under IFRS 9 are not applied to cash and cash equivalents
because any allowances required would be immaterial.

Stage assignment

The standard provides for a determination of expected credit losses based on a three-step
approach. Under the general approach, the loss from expected loss events during the next
year (12M ECL) is recognised as a risk provision at the next reporting period end date (Stage
1). If there has been a significant deterioration in the credit risk since the first-time recognition
but no credit impairment, the risk provision is recognised at the Stage of the expected credit
losses over the entire remaining contractual life (Lifetime Expected Loss — LT ECL) (Stage 2).
If there is credit impairment, 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) (Stage 3). The financial assets remain at
Stage 2 or 3 as long as the conditions for these Stages are met; otherwise they will be
reassigned to an appropriate lower Stage.

Financial assets are generally recognised in Stage 1 upon initial recognition. In addition, Stage
1 includes all transactions that have a low credit default risk. Low credit default risk exists in
cases where the external credit rating is in the range of investment grade.

In addition to the general approach (three-stage model), IFRS 9 provides for a simplified
procedure for trade receivables and contract assets as well as for lease receivables falling
within the scope of IFRS 16. Under the simplified procedure, it is not necessary to track the
change in credit risk. Instead, expected losses are to be recognised as a risk provision in the
amount of the expected losses over the entire term (LT ECL) — both upon initial recognition
and at each subsequent reporting date. An option exists to apply this simplified procedure to
those trade receivables and contract assets that contain a material financing component, as
well as for lease receivables. The Group and Company uses the simplified procedure for trade
receivables. The exercise of the option was waived for determining risk provisions for lease
receivables. Therefore, the general approach and classification of lease receivables in three
stages applies. The financial assets remain at Stage 3 as long as the conditions for this Stage
are met, otherwise they will be reassigned to an appropriate higher Stage.
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4. ACCOUNTING POLICIES (Continued)

(9) Financial Instruments (Continued)

IMPAIRMENT OF FINANCIALS ASSETS (Continued)
Stage assignment (Continued)

For Stage 1 and Stage 2 financial assets, the Group and Company calculates interest income
using the effective interest method on the gross carrying amount (i.e. without deduction of
expected credit losses).

Significant increase in credit risk and credit impairment

Determining a significant increase in credit risk is necessary to establish the timing of the
transition between Stage 1 and Stage 2 as defined above. Defining credit impairment is
relevant to the timing of the transition to Stage 3. The Group and Company assesses a
significant increase in credit risk since initial recognition and defines credit impairment on the
basis of appropriate and comprehensible information. The information used is adapted to the
circumstances of the respective portfolio and is explained below:

o Lease receivables: The Group and Company expects a significant deterioration in the

credit quality of lease receivables when contractually agreed payments are more than 30
days past due or when the estimated probability of loss has deteriorated in a comparable
manner as was observed in past 30-day-overdue cases. This is the case when the
estimated probability of loss for the remaining term has doubled compared to the estimated
probability of loss for the same period based on the information available when the contract
was signed. Credit is impaired if contractually agreed payments are more than 90 days
past due or the contract was terminated by us. The Group and Company usually terminates
a lease contract as soon as the second lease instalment lapses. Once a contract has been
terminated due to the lessee not paying lease instalments when due the full amount
payable in the event of default under the terms of the contract is recognised as a non
performing lease receivable. The net present value of the lease receivable at the date of
termination is excluded from performing finance lease receivables.
A lease is written off when there is no reasonable expectation of recovering the non
performing lease receivable for example due to exhausting all possible court proceedings,
notification from a liquidator that a liquidation has been concluded and there is no further
funds available for distribution or all reasonable efforts have failed to locate a delinquent
lessee.

e Amounts due from Grenke AG group undertakings and amounts due from Grenke AG
group franchisees: The Group and Company expects a significant deterioration in the
credit quality of non-current receivables from group undertakings and franchisees when a
payment is overdue for more than 30 days or after the second reminder. Receivables that

are overdue for more than 90 days are said to be credit-impaired.
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(9) Financial Instruments (Continued)
IMPAIRMENT OF FINANCIALS ASSETS (Continued)

Significant increase in credit risk and credit impairment (Continued)

e Trade receivables: The Group and Company applies this simplified impairment model to
these receivables. As a result, outstanding receivables are included in Stage 3 as long as
they are classified as credit-impaired. Credit is impaired when receivables are more than
180 days past due or there is an objective indication of credit impairment. An objective
indication, for example, could be the default or delinquency of a debtor, indications of
bankruptcy and other features that indicate a reduction in the expected payments of the
debtor.

e Cash and cash equivalents and credit support accounts: The assessment of whether credit
risk has significantly deteriorated and the determination of credit impairment for these
receivables is based on credit ratings, which are determined by observing published

external credit ratings.

DERECOGNITION OF FINANCIAL ASSETS

A financial asset (or a part of a financial asset or a part of a group of similar financial assets) is
derecognised along with the related impairment when the requirements have been met. The
Group and Company derecognises financial assets when its contractual rights to cash flows
have expired or the risks and rewards associated with the contractual rights are transferred to
a buyer. When the Group and Company transfers its contractual rights to receive the cash
flows of an asset, but the rewards and risks are not transferred to the buyer, then the receivable
is not derecognised and a financial liability is recognised in the same amount.

Writing off an asset also represents a derecognition. This is usually the case at the Group and
Company when, after reasonable assessment, it can no longer be assumed that the
contractual cash flows of a financial asset can be realised in whole or in part. This is the case,
for example, if legal proceedings are terminated or, in the case of lease transactions, the asset
is disposed.

Lease objects held for disposal at the period end are recognised at their residual value.
DERECOGNITION OF FINANCIAL LIABILITIES

Financial liabilities are derecognised if the contractual obligation underlying the liability is
discharged or definitively expires. If an existing financial liability is exchanged for another
financial liability of the same lender with substantially different terms, or if the terms of an
existing liability are changed substantially, then such an exchange or change is treated as a
derecognition of the original liability and recognition of a new liability. A criterion that leads to a
material change in the contract is when the discounted present value of the cash flows of the
new contract conditions deviates by at least 10% from the discounted present value of the

43



GRENKE FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2020
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(9) Financial Instruments (Continued)
DERECOGNITION OF FINANCIAL LIABILITIES (Continued)

remaining cash flows of the original debt instrument. The difference between the corresponding
carrying amounts is recognised in profit or loss.

(h) 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; realised gains or losses on
disposal are recognised in the Statement of Profit or Loss as other operating income/expenses.

The depreciation rates are based on the following estimated useful lives:
Operating and office equipment:
e Leasehold improvements 10 years or term of the lease if shorter
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.

(i) Pensions

The Group and Company make contributions to defined contribution plans. The Group and
Company have 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.

(i) Grenke Bank AG Guarantees

The Group and Company borrows money from GRENKE Bank AG, details of which are
provided in note 33 of the financial statements. GRENKE Bank AG guarantees the lease
instalments 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 instalments guaranteed and are
classified in interest expense and other charges as amortisation of GRENKE Bank AG
guarantee.

Under the terms of the guarantee if a lease which has been securitised for the amounts due to
Grenke Bank AG is terminated because of non payment of lease instalments Grenke Bank AG
forgives the amounts due to Grenke Bank AG from the Group and Company in respect of that
lease from the date the lease is terminated.
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(i) Grenke Bank AG Guarantees (Continued)

The net present value of the amount of the loan forgiven is recognised in the statement of profit
or loss in the period the loan is forgiven. The amount of the loan forgiven is netted off the
guarantee fees which are amortised and released to profit and loss described in the preceding
paragraph.

(k) Company Guarantees

The Group and Company has provided guarantees to Grenke Bank AG on lease receivables
details of which are included in note 51. The Group and Company guarantees specified leases
secured by Grenke Bank AG on financing provided to Grenke AG and Grenke Limited. The
fees received are amortised through profit or loss over the life of the lease receivables
guaranteed and are classified in other income as commission financial guarantee.

If a lease which has been guaranteed by the Group and Company becomes credit impaired
the Group and Company buys the Credit Impaired lease for the Net Present Value of the lease
on the date it became Credit impaired.

The revenue recognised in future periods from the amortisation of guaranteed fees is expected
to exceed any payments due under the guarantee agreement for impaired leases bought in
future periods.

(l) Taxes

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 reporting date.

The determination of the Group and Company’s provision for income tax requires certain
judgements and estimates in relation to matters where the ultimate tax outcome may not be
certain. The recognition or non-recognition of deferred tax assets as appropriate also requires
judgement as it involves an assessment of the future recoverability of those assets. In addition,
the Group and Company is subject to tax audits which can involve complex issues that could
require extended periods to conclude, the resolution of which is often not within the control of
the Group and Company. Although the Directors believe that the estimates included in the
Financial Statements and its tax return positions are reasonable, there is no certainty that the
final outcome of these matters will not be different than that which is reflected in the Group and
Company’s historical income tax provisions and accruals. Whilst it is possible, the Group and
Company does not currently anticipate that any such differences could have a material impact
on the income tax provision and profit for the period in which such a determination is made nor
does it expect any significant impact on its financial position in the near term. This is based on
the Group and Company knowledge and experience, as well as the profile of the individual
components which have been reflected in the current tax liability, the status of the tax audits,
enquiries and negotiations in progress at each year-end, previous claims and any factors
specific to the relevant tax environments.
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(I) Taxes (Continued)

Deferred tax liabilities and deferred tax assets

Deferred tax is recognised using the liability method on temporary differences arising at the
reporting date between the tax bases of assets and liabilities and their carrying amounts in the
Company and Consolidated Financial Statements. 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 utilised. 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 year end date.

Where items are accounted for outside of the statement of profit or loss, the related deferred
tax is recognised either in other comprehensive income or directly in equity as appropriate. 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 year end date. Deferred tax assets and liabilities are not
discounted.

Value-Added Tax (VAT)
Revenue, expenses, assets and liabilities 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; and

b. Stated receivables and liabilities include VAT.
(m) 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
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(m) Revenue recognition (continued)

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 protecting lease equipment

Revenue from service and protection business are reported under income from protecting
lease equipment. The lease assets must be included under the Group and Company insurance
policy of the Group unless the lessees themselves insure the lease asset. For this service,
the lessee will be charged fees on an annual basis that are recognised as revenue. The
lessee’s payments are made in advance at the beginning of the respective calendar year or, in
the case of newly concluded contracts, at the beginning of the lease term during the year.
Deferred income from contracts with customers in the service and protection business is
presented as contractual liabilities under the item deferred income from protecting lease
equipment. When recognising the revenue from service and protection business, the
performance obligation over a certain period of time can be said to be fulfiled, meaning the
income must also be realised over this period. Income is realised by means of output-based
methods, under which revenue is determined on a straight-line basis over time.

Proceeds from the termination of leases and the sale of lease assets
Proceeds from termination of lease contracts are recognised in lease income in note 7 after
deducting the net present value of the lease receivable on the date of termination.

Proceeds from the sale of lease assets are recognised when the Group and Company 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 the sale of lease assets are
recognised in lease income in note 7 after deducting the residual value of the lease object on
the date of sale.

Proceeds from the termination of lease contracts and from the sale of leased assets are
recognised in lease income.
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(n) 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 rewards and risks of the receivables of the
structured entity remain with the Company.

At FCT GK 2 and FCT GK 4, 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 “Consolidated Financial Statements” must be met for consolidation. FCT
GK 2 and FCT GK4 are included in the scope of consolidation since all control factors are met,
and the Company controls the entities 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 and FCT GK4, there are no participating interests in the case
of FCT GK 3 (all other parameters are identical). As with FCT GK 2 and FCT GK 4,
consolidation is based on control criteria and not ownership because voting rights or similar
rights are not the decisive criteria for determining control.

Similarly with Elektra Purchase No. 25 Designated Activity Company, 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.

Leases-The Group and Company as Lessor
All leases are accounted for as finance leases because:

e Based on an analysis of its contractual conditions, the Group and Company, as lessor,
has concluded that during the basic lease term all relevant opportunities and risks
related to the ownership of the lease assets are transferred to the lessee in almost all
leases.

e Over 99% of the lease contracts have total lease instalments due at the
commencement of the initial lease term, which cannot be terminated without payment
of all outstanding lease instalments, which are greater than the cost of the equipment
which has been acquired by the Group and Company for that specific lease.

Determining the duration of a lease is a discretionary matter. The term of a lease comprises a

non-terminable basic term during which a lessee is entitled to use an underlying asset.
Extension periods are also included when the exercise of the underlying extension option by
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(n) Accounting judgements

Leases-The Group and Company as Lessor (Continued)
the lessee can be deemed sufficiently certain.

The contract terms of the Group and Company do not provide early termination options for the
lessee until the end of the agreed basic term, under which the lessee could unilaterally
terminate the contract without the Group and Company’s consent. Early termination is only
allowed by mutual agreement with a corresponding indemnification of damages made to the
Group and Company. Both the lessee and the Group and Company are entitled to terminate
the contract at the end of the agreed basic term.

It is possible, however, that after the end of the set basic term, by not giving notice at the end
of the basic term, the lessee may obtain an extension of the period of use of the lease object,
if the Group and Company does not give notice of termination by the end of the basic term
itself, e.g. in case of an attractive disposal opportunity. Experience has shown, however, that
at the beginning of the contract it is impossible to judge with sufficient certainty whether the
lease will continue to exist beyond the basic term. The initial term of the lease therefore
corresponds to the basic term of the agreement. In assessing the existence of sufficient
certainty, the Group and Company takes into account all of the facts and circumstances that
give the lessee an economic incentive to exercise or not exercise the extension option.

Leases-The Group and Company as Lessee

The Group and Company in its role as lessee makes assessments affecting the amount of
lease liabilities and rights-of-use recognised in the statement of financial position under IFRS

16. Such assessments concern, for example, the determination of appropriate incremental
borrowing rates for discounting the expected cash flows and the determination of the lease
term.

The determination of the lease's term is subject to discretion, as the property agreements
concluded regularly include extension and termination options for flexibility purposes that are
to be included in the determination of the lease's term when there is sufficient certainty that
these options will be exercised. In assessing the existence of sufficient certainty, the Group
and Company takes into account all of the facts and circumstances that give it an economic
incentive in its role as lessee to exercise or not exercise the extension or termination option.

(o) Use of assumptions and estimates

In preparing the Group and Company financial statements, assumptions and estimates have
been made that have affected the recognition and carrying amounts of assets, liabilities,
income, expenses, and contingent liabilities.

Assumptions and estimates generally relate to the Group and Company uniform determination
of the useful lives of assets; the measurement of provisions; the impairment of finance lease
receivables and financial instruments; the recognition of unguaranteed residual values of lease
assets. Inindividual cases, the actual amounts may differ from the assumptions and estimates.
Any changes will be recognised, when better information is available in the statement of
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(o) Use of assumptions and estimates (Continued)

financial position and in the statement of profit or loss or if required by accounting standards in
the statement of profit or loss over the appropriate period of time.

The key uncertainties in relation to estimates and the associated disclosure requirements are
in the following areas:

Determination of impairment of finance lease receivables

Performing lease receivables are generally to be recognised in accordance with the provisions
of IFRS 16. Additionally, appropriate risk provisions as defined by IFRS 9 must be taken into
account. The Group and Company uses the Expected Credit Loss (ECL) model to determine
the expected loss and thus the impairment loss provisions. The ECL is calculated as a
multiplication of 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 failure (PD), the maximum possible loss on failure (EaD), and
ultimately the actual loss (LGD). Depending on whether the twelve-month period or the total
residual term is considered, different models are used to estimate the parameters taking into
account the period under consideration.

In the following, we describe the individual parameters.

e PD: The default probability model is determined using a recognised mathematical-
statistical method. The model weighs input variables and, based on this weighting,
calculates an estimated probability of default. Variables from three areas are included
in our PD models. These are customer-specific variables, contract-specific variables
and variables that reflect the observed payment behaviour of the lessee.
Macroeconomic variables are included in our models in the form of country-specific
parameters that are based on the respective country risk. They reflect the expected
payment behaviour of customers in the respective countries, which takes into account
macroeconomic factors such as unemployment and gross domestic product. In
addition, the PD for the markets most important for the Group and Company is
compared with externally available, country-specific future factors. The probabilities of
the possible macroeconomic variables are based on a survey of professional
forecasters published by the ECB. This external, forward-looking risk assessment is
primarily reflected in our internal country-specific parameters. The ultimate influence
on the PD and thus the risk provisioning within the individual scenarios is determined
using internal data. Through the final weighting of the PD derived from the internal
data within the individual macroeconomic scenarios together with their probability of
occurrence according to the ECB expert survey which is decisive for risk provisioning.

e EaD: We calculate the EaD for lease receivables as the sum of the outstanding
instalments and the IFRS unguaranteed residual value at the date of the loss. Since
the time at which the loss event occurs is unknown at the year end date, there is some
estimation uncertainty as to the Stage of EaD. Based on past experience, we make an
assumption about the distribution of loss events during the observation period and
consider them in our EaD model. Discounting takes place at the internal interest rate
of the lease contract concerned.

e LGD: The LGD models reflect the past loss experience and determine how high the
level of losses will be as a quota of estimated EaD. For countries with insufficient data
for the determination of LGDs, average values of the GRENKE Group are used.
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(o) Use of assumptions and estimates (Continued)
Determination of impairment of finance lease receivables (Continued)

The ECL model, including the input parameters and sub models, is validated at least once a
year and updated if necessary.

Expected credit allowance on deferred leasing contracts due to COVID 19

The Group and Company responded to the outbreak of COVID 19 by granting certain lessees
deferral of their lease instalments due from April 2020 to the end of 2020. A lessee had to
apply for the deferral and the Group and Company would grant a deferral automatically if the
remaining lease instalments due in respect of the lease were less than €75,000. Lessees who
had instalments due in excess of €75,000 had to go through a review from the credit center
before a decision was taken to grant or reject their application for deferral of their remaining
lease instalments due in 2020. The deferred instalments were then due to be repaid on 1
January 2020. The Group and Company has made additional expected credit allowance
provisions in respect of all leases which have been granted a deferral.

A two-step procedure with country-specific factors was chosen to determine the expected credit
allowance provision. The first step was to determine an increase factor. This increase factor
forms an additional risk provision in order to be prepared for an increase in deferred amounts
due to further Corona waves in 2021. The factor is a country-specific factor and results from
an estimate of the increase in three different scenarios, which in turn are weighted using the
country-specific probability of occurrence of these scenarios. In a second step, a country-
specific insolvency ratio was calculated similar to the first step. This factor is a country-specific
insolvency ratio and results from an estimate of the insolvency ratio on deferred contracts in
three different scenarios, which in turn are weighted using the country-specific probability of
occurrence of these scenarios. The exposure of the deferred contracts, including the increase
factor, is valued at the value retention rate of processing category 6 provided for insolvency
cases (details of the different categories are set out below) and compared to the risk provision
already formed in accordance with IFRS 9. This value is multiplied by the country-specific
insolvency rate and results in the second effect. Both effects are then added together and form
the additional risk provision for deferred contracts.

Terminated lease contracts (so-called "non-performing lease receivables") or contracts in
arrears are also to be measured in accordance with the provisions of IFRS 16 taking the
appropriate impairment pursuant to IFRS 9 into consideration. The amount of impairment is
determined using percentages and processing categories. Percentages are calculated using
statistical methods which include both payments as well as expected payments. They are
reviewed once a year for validity using back testing. Processing statuses are grouped together
in processing categories that are set up with respect to risk.
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(o) Use of assumptions and estimates (Continued)

Determination of impairment of finance lease receivables (Continued)
Expected credit allowance on non performing lease receivables

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

Current contract not in arrears

Current contract in arrears

Terminated contract with senice 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)

Olo|N|ojla|dh|lwW[N]|=2]O

Discharged (completely paid)

The processing categories 2 to 7 are allocated to Stage 3 (see note 4 (g) for an explanation of
Stage 3) because the contracts have been terminated due to defaults in payment and are thus
credit-impaired. The impairment rates range between 5% and 100%. The processing
categories 0 and 1 are lease receivables which are not credit impaired.

Determination of loss allowances amounts due from group companies and amounts due from
franchisees

The calculations of impairment allowances on receivables from affiliates are primarily based
on information which is available in the market (e.g. ratings and probabilities of default) as well
as internal and external information on recovery rates.

The company since incorporation in 2003 has had € nil losses on loans provided to group
companies. It has had losses of approximately €1m on amounts due from franchisees since
incorporation in 2003.

The Grenke AG Group and the Group and Company buy back non performing leases each
month to prevent such a situation arising. It would be detrimental to the Grenke AG Group
credit rating to allow non performing lease receivables to impact on the expected cash flows
into the structured entities from the underlying lease receivables.

The Group and Company makes enquiries about the underlying lease receivables and
factoring receivables in the group company or franchisee it has provided funds to with the
objective of determining whether it is likely that the group company will have difficulty in
repaying amounts due. €2.2bn (2019: €2.2bn) of the amount due from group companies is
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 €23m (2019: €28m) of the amounts due
from group companies is used to finance the purchase of low value invoices in Germany and
Switzerland.
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Determination of loss allowances on amounts due from group companies and amounts due
from franchisees (Continued)

GRENKE AG, the Company’s ultimate parent has also provided a guarantee in respect of
€1.451bn (2019: €1.178bn) of the amounts due from Group Companies at 31 December 2020
and for all of the amounts due from Franchisee Companies. There is a clause in each
framework agreement in respect of the provision of loans to each Group Company and
Franchise Company which states that there is a guarantee from Grenke AG in respect of the
loans provided. Grenke AG provides a guarantee in respect of each framework agreement
which specifically refers to that framework agreement.

The Company and Group believe it is unlikely that there will be future expected losses on loans
from Group companies and franchisees due to the underlying assets in the Group companies
and the franchisees.

The Group and Company also believe it is unlikely due to the guarantee from its parent
GRENKE AG.

The Group and Company also believe it is unlikely that there will be a default in any amounts
due because apart from a loss of approximately €1m there has not been a default since the
Company was incorporated in 2003.

The Group and Company also believe that Grenke AG would provide support to a Group
company who was having difficulty in repaying amounts due because any default may have an
impact on the credit rating of the Grenke AG Group. The Group and Company may also have
difficulty in repaying amounts due on Debt Securities, ABCP programs and to the Grenke bank
if it was not repaid amounts due which may have an impact on the credit rating of the Grenke
AG Group. The Grenke AG Group have stated in their 2019 annual report, which is available
at www.grenke.de, on page 271 that the primary goal of the Grenke AG Consolidated Group’s
capital management is to ensure that its credit rating is maintained in order to support its
operations and safeguard liquidity. The Group and Company believe there will only be a default
on amounts due from Grenke AG group companies if the Grenke AG Group as a whole was to
have financial difficulties and therefore they believe they should look at what the markets view
is of the Grenke AG Group defaulting on its financial obligations. The Company and Group
have therefore concluded that the most appropriate measurement for future ECL is to use the
GRENKE AG Group 1 Year risk of default as determined by Bloomberg because the Board of
Directors of the Company believe there will only be a default on Group loans if the GRENKE
AG Group is in default in respect of its financing obligations.

The Grenke AG Group 1 Year risk of default as determined by Bloomberg at 31 December
2020 was 1.31% (2019: 0.052%). If the risk of default decreased to 1% the expected credit
loss would decline by €23m and if the risk of default increased by 1% to 2.31% the expected
credit loss would increase by €23m.
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Consideration of calculated residual values at the end of the contract term in determining the
present value of lease receivables

Non-guaranteed (calculated) residual values are taken into account when determining the
present value of the lease receivables in accordance with the definition in IFRS 16. The residual
values calculated at the end of the contract period are determined according to the term of the
respective lease contract and include the expected subsequent-business and the expected
proceeds from disposals at the end of the term, based on historical experience. For additions
since January 1, 2020, the average residual value was 9% of the cost of the lease object.

The calculated residual values are determined on the basis of statistical analyses. In the event
of a decrease in the estimated residual value (made up of the estimated sales proceeds from
the lease object and the estimated subsequent lease rentals after the expiry of the primary
lease period), the net present value of the existing lease receivables is reduced to take into
account the reduced residual value. In the event of an increase in the estimated residual value
no adjustment is made to the net present value of the existing lease receivables.

The non-guaranteed residual values are reviewed on a regular basis.

Fair value of financial instruments

The fair values of financial assets and financial liabilities, not derived from information on active
markets, are determined using a valuation model. The input parameters of these models are
based on observable market data, if possible. If this is not possible, determining the fair values
requires a certain degree of judgement. This judgement relates to input parameters such as
liquidity risk, credit risk, and volatility. Changes regarding the assumptions of these input
parameters may have an effect on the recognised fair value of financial instruments. If
observable prices and parameters are available, they are used to determine the fair value that
in turn avoids the large-scale use of estimates.

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.

Included in overseas VAT in Trade and Other Receivables details of which are disclosed in
note 26 is €35,099,477 (2019: €39,099,477) 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 because they do not believe the transaction, sales of lease receivables
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Recognition and measurement of actual tax refund claims and tax liabilities (Continued)

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 believe that the VAT will be repaid to GRENKE Locazione who will then repay the
VAT charged by them to the Group and Company.

5. CHANGES IN 2019 COMPARATIVES IN THE CONSOLIDATED STATEMENT OF CASH
FLOW

In the prior year statement of cash flow there was the following lines with respect to the cash
flows from lease receivables:

CASH OUTFLOWS FROM OPERATING ACTIVITIES

€
Additions to lease receivables (1,033,918,920)
Payments by lessees 688,863,646
Disposals of lease receivables at residual carrying amounts 136,766,545
Interest and similar income from leasing business (123,794,639)
Increase in impaired leases and leases past due (8,852,362)

(340,935,730)

In order to give a more precise disclosure of the cash flows from lease receivables the 2019
comparative has been reclassified as follows in the 2020 financial statements:
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CASH OUTFLOWS FROM OPERATING ACTIVITIES

€
Adjustments for non-cash items:
Net impairment loss on finance lease receivables 39,581,602
Changes in operating assets and liabilities
Decrease in performing lease receivables (332,083,368)
Increase in impaired leases and leases past due (48,433,964)

(340,935,730)

In the prior year statement of cash flow there was a line:

CASH OUTFLOWS FROM OPERATING ACTIVITIES
€
Decrease in fair value of derivative financial instruments 9,032,063

In order to give a more precise disclosure of the cash flows from changes in the fair value of
derivative financial instruments the 2019 comparative has been reclassified as follows in the
2020 financial statements:

CASH OUTFLOWS FROM OPERATING ACTIVITIES

€
Adjustments for non-cash items:
Fair value measurement losses on derivatives (2,651,385)
Changes in operating assets and liabilities
Decrease in derivative financial instruments 11,683,448

9,032,063

In the prior year statement of cash flow there was a line:
CASH OUTFLOWS FROM OPERATING ACTIVITIES

€
Interest paid (37,632,901)

In order to give a more precise disclosure of the cash flows from interest paid the 2019
comparative has been reclassified as follows in the 2020 financial statements:
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CASH OUTFLOWS FROM OPERATING ACTIVITIES

€
Interest paid (37,141,845)
Derivative cross currency interest paid (479,732)
Derivative swap interest paid (17,750)
Derivative swap interest received 6,426

(37,632,901)

In the prior year statement of cash flow the following lines included the movement in the
expected credit loss on other financial assets, and currency translation differences

CASH OUTFLOWS FROM OPERATING ACTIVITIES
€

Decrease in subordinated loans and reserve accounts (3,754,606)
Change in amounts due/owed from Grenke AG Group
undertakings (371,603,670)
Increase in amounts due from Grenke AG Group
Increase in amounts due from Grenke AG Group franchisees (62,044,859)

(437,403,135)

In order to give a more precise disclosure of the cash flows from the above account headings
the movement in the expected credit loss other financial assets and the currency translation
differences have been excluded from each of the above account headings in the 2019
comparative and included in a separate line in the 2020 financial statements. The 2019
comparatives have been reclassified as follows:
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CASH OUTFLOWS FROM OPERATING ACTIVITIES

Adjustments for non-cash items:

Expected credit loss on other financial assets
Currency translation differences on amounts due from
Grenke AG Group undertakings

Currency translation differences on amounts due from
Grenke AG Group franchisees

Changes in operating assets and liabilities

Decrease in subordinated loans and reserve accounts
Change in amounts due/owed from Grenke AG Group
undertakings

Increase in amounts due from Grenke AG Group

Increase in amounts due from Grenke AG Group franchisees

In the prior year statement of cash flow there was a line:

CASH OUTFLOWS FROM OPERATING ACTIVITIES

Decrease in accruals and deferred income

(139,667)

1,209,476

2,997,996

(3,729,258)

(372,718,166)

(65,023,516)

(437,403,135)

€
413,340

In order to give a more precise disclosure of the cash flows of the decrease in accruals and
deferred income the 2019 comparative has been reclassified as follows in the 2020 financial

statements:

CASH OUTFLOWS FROM OPERATING ACTIVITIES

Adjustments for non-cash items:
Deferred income on financial guarantee
Changes in operating assets and liabilities

Increase in accruals
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In the prior year statement of cash flow there was a line:

CASH OUTFLOWS FROM OPERATING ACTIVITIES
€

Increase in reserve accounts (2,613,795)

In order to give a more precise disclosure of the cash flows of the decrease in reserve accounts,
which has been renamed as credit support accounts in the 2020 financial statements in order
to avoid confusion with the statement of financial position heading subordinated loan and
reserve accounts, the 2019 comparative has been reclassified as follows in the 2020 financial
statements:

CASH OUTFLOWS FROM OPERATING ACTIVITIES

€
Changes in operating assets and liabilities
Incresase in credit support accounts (994,142)
Increase/(Decrease) in cash held in trust (1,619,653)

(2,613,795)

In the prior year statement of cash flow there was a line:
CASH OUTFLOWS FROM OPERATING ACTIVITIES

€
Payment to lessors (270,673)

In order to give a more precise disclosure of the cash flows of the payment to lessors the 2019
comparative has been reclassified as follows in the 2020 financial statements:

CASH OUTFLOWS FROM OPERATING ACTIVITIES

€
Changes in operating assets and liabilities
Payments to lessors classified as interest under
IFRS 16 (11,939)
CASH INFLOWS FROM FINANCING ACTIVITIES
Payment to lessors for right of use assets (258,734)
(270,673)
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In the prior year cash flow statement there was a line:

CASH INFLOWS FROM FINANCING ACTIVITIES
€

Increase in amounts owed to GRENKE AG Bank 127,951,797

In order to give a more precise disclosure of the cash flows of the increase in amounts owed
to GRENKE AG Bank the 2019 comparative has been reclassified as follows in the 2020
financial statements:

CASH INFLOWS FROM FINANCING ACTIVITIES
€

Proceeds from amounts owed to GRENKE AG Bank 375,993,690
Repayment of amounts owed to GRENKE AG Bank (248,041,893)

127,951,797
In the prior year cash flow statement there was a line:
CASH INFLOWS FROM FINANCING ACTIVITIES
€
Increase in amounts owed to asset based liabilities 75,899,878

In order to give a more precise disclosure of the increase in amounts owed to asset based
liabilities the 2019 comparative has been reclassified as follows in the 2020 financial
statements:

CASH INFLOWS FROM FINANCING ACTIVITIES
€

Proceeds from amounts owed to asset-based liabilities 236,617,239

Repayment of amounts owed to asset based liabilities  (160,717,361)
75,899,878
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In the prior year statement of cash flow there was no separate disclosure of the impact of the
movement in foreign exchange rates on the value in € of foreign currency cash balances. The
2019 comparatives have been reclassified as follows in the 2020 financial statements to
disclose the impact:

CASH OUTFLOWS FROM OPERATING ACTIVITIES

€
Adjustments for non-cash items:
Foreign exchange translation adjustment to cash 1,791
Change in cash and cash equivalents during the period
Foreign exchange translation adjustment 1,791

6. SEGMENTAL REPORTING

The chief operating decision makers (CODM) are the board of directors of the Group and
Company.

The Group and Company 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 twelve European Countries. The treasury business provides long term and short
term loans to members of the GRENKE AG Group and franchisees 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 2020 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. Grenke Locazione
SRL, an ltalian company, which is a 100% subsidiary of the Company’s parent Grenke AG, is
the only company who accounts for revenue greater than 10% of the Group and Company’s
revenue. Interestincome from Grenke Locazione in year end 31 December 2020 was
€25,275,351 (2019: €27,895,056) was 11.6% (2019: 13.94%) of the Group and Company’s
total revenue. The Group and Company for segmental reporting purposes looks at the Leasing
and related income business based on the twelve countries it carries out leasing in. The Group
and Company for segmental reporting purposes looks at the treasury business based on what
countries it lends money to.

61



GRENKE FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2020

6. SEGMENTAL REPORTING (Continued)

Restated
2020 2019
€ €
Lease income

France 73,772,608 68,991,814
Spain 13,271,106 10,011,939
Netherlands 9,809,961 8,347,463
Portugal 8,744,133 7,818,774
Romania 4,544,917 3,759,143
Finland 4,154,959 2,665,458
Slovenia 1,703,633 1,432,943
Hungary 1,195,834 1,355,912
Malta 1,179,052 1,317,022
Luxembourg 1,047,116 842,252
Germany 395,397 648,629
Italy 364,068 575,727
Lease income 120,182,784 107,767,076
Restated
2020 2019
€ €

Income from protecting lease equipment
France 30,447,429 27,969,145
Portugal 3,145,527 2,914,589
Spain 2,823,234 2,310,747
Netherlands 2,316,610 2,172,350
Finland 1,615,164 1,398,845
Romania 1,053,437 905,852
Slovenia 582,281 483,047
Luxembourg 422,715 351,432
Hungary 266,778 223,287
Malta 151,489 113,265
Germany 10,667 12,422
Income from protecting lease equipment 42,835,331 38,854,981
Total Leasing Income 163,018,115 146,622,057
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Restated
2020 2019
€ €
Interest income and similar income
Italy 25,275,351 27,895,056
Germany 10,228,853 8,714,333
Sweden 2,365,474 1,499,040
Belgium 2,240,230 1,901,136
United Arab Emirates 2,181,093 2,205,296
Canada 1,998,646 1,894,046
United Kingdom 1,970,752 1,603,326
Australia 1,850,760 1,363,386
Denmark 1,653,239 1,531,279
Spain 1,614,449 1,499,974
Czech Republic 887,333 996,495
Singapore 830,433 936,737
Switzerland 363,352 176,383
Slovakia 368,368 363,319
Ireland 337,057 420,201
Romania 98,496 83,034
Chile 193,173 31,334
Finland 81,655 151,295
Malta 72,305 21,441
Luxembourg 69,056 74,173
France 7,251 -
Poland 6,949 -
United States of America 5,314 -
Latvia 2,465 2,469
Turkey - 83,598
Interest income and similar income 54,702,054 53,447,351
Total treasury income 54,702,054 53,447,351
Total operating income 217,720,169 200,069,408

The 2019 comparative figures for lease income have been reclassified. Details of the
reclassification are disclosed in note 7.

The 2019 comparative figures for interest income for in the prior year have been reclassified.
Details of the reclassification are disclosed in note 9.
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6. SEGMENTAL REPORTING (Continued)

Leasing operating assets
France
Spain
Netherlands
Portugal
Finland
Romania
ltaly
Slovenia
Luxembourg
Malta
Germany
Hungary

Leasing operating assets
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Restated

2020 2019

€ €
1,214,043,668 1,338,446,187
222,665,440 211,427,516
157,169,395 158,541,768
142,411,300 152,917,476
96,205,046 89,972,811
50,993,427 51,090,058
35,108,280 35,528,841
25,756,434 24,194,569
17,363,279 21,100,220
16,205,908 20,448,205
15,430,386 22,989,124
13,234,927 16,726,665
2,006,587,490 2,143,383,440
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6. SEGMENTAL REPORTING (Continued)

Restated

2020 2019

Treasury operating assets € €
Italy 1,061,033,635 1,245,716,361
Germany 656,417,500 592,913,186
Belgium 104,308,749 91,918,015
Sweden 99,500,377 80,849,020
United Kingdom 81,646,522 64,601,220
Denmark 72,262,665 66,241,418
Spain 65,586,682 61,404,891
Australia 54,771,788 40,705,058
Canada 52,811,735 52,792,519
Switzerland 31,118,017 18,571,126
Dubai 28,883,747 28,438,087
France 25,799,260 28,145,260
Singapore 20,505,394 22,134,888
Czech 15,336,890 20,060,853
Slovakia 9,488,045 11,048,372
Ireland 6,514,254 21,738,197
Chile 5,160,484 4,166,683
Romania 2,706,423 2,561,583
Poland 1,023,559 2,399
Malta 1,019,077 507,310
Luxembourg 777,106 925,861

USA 405,294 -
Latvia 109,177 110,585
Finland - 1,924,126
Other countries - 52,317
Uallocated cash 143,674,377 128,597,887
Treasury operating assets 2,540,860,757 2,586,127,222
Non-operating assets 13,431,834 9,224,739
Total assets 4,560,880,081 4,738,735,401

The 2019 comparatives in the 2020 accounts have been amended to exclude cash and cash
equivalents of €127,285,428 from Germany and €1,312,459 from Spain and these amounts
have been included as unallocated cash because it has been decided that cash and cash
equivalents should not be classified as an operating asset.

The property, plant & equipment, which are disclosed in note 19, the corporation tax, which is
disclosed in note 29, derivative financial instruments, which are disclosed in note 27, and
deferred tax which is disclosed in note 28 have been classified as non-operating assets for
segmental reporting purposes.
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7. LEASE INCOME

Restated

2020 2019

€ €

Lease interest income 135,054,185 123,794,637
Capitalised initial direct costs 38,161,539 53,951,145
Secondary lease income 36,394,592 30,768,985
Other lease income 7,666,813 9,356,495

Loss on termination of leases

Commissions payable to agents and dealers

(26,134,187)
(70,960,158)

(26,260,604)
(83,843,582)

120,182,784

107,767,076

The comparative Lease income in 2019 is €26m lower than the figure included the 2019
statutory accounts due to a reclassification of the loss on termination of leases of €26m. In the
prior year this amount was included in operating expenses and described as loss on disposal
of lease objects. It has been reclassified to lease income because the termination of leases is
an integral part of the leasing process which commences when a lease contract is signed and
concludes when the lease object is disposed. It is therefore more appropriate to include the
loss on termination of leases in lease income. The loss is calculated by taking any proceeds
from the termination of leases and deducting the net present value of the lease receivable at
the date of termination.

8. INCOME FROM PROTECTING LEASE EQUIPMENT

2020 2019

€ €

Income from lessees for protecting lease equipment 43,946,838 40,010,883
Cost of equipment replaced (1,218,938) (1,108,091)
Adjustments to insurance claims made to insurer 107,431 (47,811)
42,835,331 38,854,981

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.
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9. INTEREST INCOME AND SIMILAR INCOME

Restated

2020 2019

€ €

Interest income from GRENKE AG group loans 48,863,650 48,312,390

Interest income from subordinated loans 687,934 729,337

Interest income from franchise loans 5,136,895 4,405,624
Interest income from swaps 13,575 -

54,702,054 53,447,351

The comparative figure for interest income in the prior year has been reduced by €2m due to
commission earned on financial guarantees issued being reclassified to other income. 1AS 1
requires that there should be a specific line in the statement of profit and loss which includes
IFRS 9 EIR interest income and excludes other sundry income types and it was decided that
in order to fully comply with this accounting standard requirement to reclassify commission
earned on financial guarantees to other income.

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.

10. NET IMPAIRMENT LOSS ON FINANCE LEASE RECEIVABLES

Restated
2020 2019
€ €
Expected credit loss non performing lease (stage 3) 49,514,611 38,772,835
Expected credit loss allowance performing
lease (stage 1/2) 16,143,827 (609,721)
Expected credit loss for non performing leases acquired
under guarantee (stage 3) 296,096 207,473
Expected credit loss for non performing leases acquired
relating to loans to group companies (stage 3) 431,428 1,211,015
66,385,962 39,581,602

The 2019 comparative figures have been reclassified to exclude amortisation of guarantee paid
to franchisees of €232,640. The amortisation of guarantee paid to franchisees of €232,640
has been reclassified to interest and other expenses in order to assist the reader of the
accounts in analysing the impairment loss on finance lease receivables.

Details of how the expected credit loss on non performing leases and the expected credit loss
allowances are calculated together with an explanation of the different Stages are provided in
the accounting policy notes 4 (g) & (0).

Non performing leases are leases in processing category 2-7 which are described in note 4

(0).
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10. NET IMPAIRMENT LOSS ON FINANCE LEASE RECEIVABLES (Continued)

The expected credit loss on non performing leases is the charge through the statement of profit
or loss for the expected credit losses on finance leases, which have become credit impaired.
Expected credit loss and write off for non performing leases acquired under guarantee relates
to the expected credit loss charge on leases acquired from GRENKE Bank AG under the
guarantee agreement details of which are provided in note 51.

Expected credit loss and write off 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, GRENKE
Leasing s.r.o.. The secured loan is included in the secured amounts due from Grenke AG
Group undertakings disclosed in in note 24.

11. EXPECTED CREDIT LOSS ON OTHER FINANCIAL ASSETS

2020 2019

€ €

Expected credit loss allowance on subordinated loans (14,864) (25,348)
Expected credit loss allowance on amounts due from

Grenke AG Group undertakings 25,970,296 (94,980)
Expected credit loss allowance on amounts due from

Grenke AG Group franchisees 1,799,665 (19,339)

27,755,097 (139,667)

The GRENKE AG 1-Year risk of default per Bloomberg, which is used to calculate Expected
credit loss allowances increased in 2020 to 1.31% from 0.052% at 31 December 2019. In year
end 31 December 2019 it reduced from 0.123% at 31 December 2018 to 0.052% at 31
December 2019.

The expected credit loss allowance on subordinated loans relates to the accounting treatment
in previous periods of subordinated loans to Grenke AG SPVs which were recognised at
amortised cost and accordingly expected credit allowance provisions were made. The credit of
€14,864 in respect of credit allowance in the current year is the release of the expected loss
provision for non subsidiary subordinate loans as at 31 December 2019. The credit of €25,348
in 2019 is the adjustment to the expected credit allowance in 2019 when subordinated loans to
Grenke AG SPVs were measured at amortised cost.

Accounting policy note 4 (o) and note 24 explains why the Group and Company uses the
GRENKE AG 1-Year risk of default for calculating Expected credit loss allowances on amounts
due from Grenke AG Group undertakings.

Accounting policy note 4 (o) and note 25 explains why the Group and Company uses the

GRENKE AG 1-Year risk of default for calculating Expected credit loss allowances on amounts
due from Grenke AG Group franchisees.
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12. INTEREST EXPENSE AND OTHER CHARGES

Restated
2020 2019
€ €
Interest and other charges on debt securities in issue 41,138,231 34,410,509
Interest on bank loans 99,053 374,741
Interest expense on swaps - 8,029
Interest expense on amounts owed to Grenke AG Group
. 13,425,691 9,161,854
undertakings
Refinancing interest and expenses 2,817,782 2,277,248
Fair value adjustment for subordinated loans 80,245 -
Amortisation of Grenke Bank AG guarantee 11,556,393 6,592,696
Guarantee fee payable to Grenke AG 3,764,476 3,527,164
Amortisation of guarantee paid to franchisees 154,736 232,640
Bank overdraft interest and other charges 213,007 228,719
Interest on lease liabilities 9,226 11,939
Adjustments to interest on tax paid late - (268,643)
73,258,840 56,556,896

The 2019 comparative figures have been reclassified to include amortisation of guarantee paid
to franchisees of €232,640. The amortisation of guarantee paid to franchisees of €232,640
has been reclassified to interest and other expenses in order to assist the reader of the
accounts in analysing the impairment loss on finance lease receivables disclosed in note 10.

The 2019 comparative figures have been reclassified to include guarantee fees paid to Grenke
AG in order to include it with the Group and Companies cost of finance. In the previous year
the guarantee fee was classified in operating expenses.

Interest and other charges on debt securities in issue is the interest and amortisation of
discounts and premiums charged to the statement of profit or loss on bonds, promissory notes,
commercial paper and cross-currency swaps.

Interest on bank loans is amounts payable on revolving credit facilities and money market lines.

Interest paid to Grenke AG Group Companies includes €12m (2019: €9m) paid to Grenke Bank
AG in respect of amounts owed to Grenke Bank AG, details of which are included in note 33.
It also includes €1.2m (2019: €335k) paid to Grenke AG in respect of surplus cash which
Grenke AG places on overnight deposit with the German Bundesbank. The interest charged
to Grenke AG by the German Bundesbank on the surplus cash is recharged to the Group and
Company. The balance of interest payable of €119k (2019: €48Kk) is interest payable to Group
Companies as part of a cash pooling agreement where Group companies transfer surplus cash
to the Group and Company to place on overnight deposit.

Refinancing interest and expenses are the finance costs of borrowing funds through the asset
based commercial paper programmes (ABCP) which are explained in note 35.
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12. INTEREST EXPENSE AND OTHER CHARGES (Continued)

The subordinated loans to Grenke AG SPVs should be measured at fair value through profit
and loss because they fail the solely payments of principal and interest criterion which would
allow the subordinated loans to be measured at amortised cost. An explanation of the
subordinated loans to Grenke AG SPVs is disclosed in note 21. In previous years the
subordinated loans to Grenke AG SPVs were measured at amortised cost. If subordinated
loans to Grenke AG SPVs were measured at fair value through profit and loss in the prior year
the adjustment required to measure the subordinated loans to Grenke AG SPVs at fair value
would have increased profits by €494,689.

The Group and Company borrows money from GRENKE Bank AG, details of which are
provided in note 33 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.

The Group and Company paid a guarantee fee in the past to agents who were a franchisee to
buy leases which are reclassified as non performing due to not paying lease instalments when
due. 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 or 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 or Loss.

Lease payments of €270,662 were paid in 2020 (2019: €270,673) of which €9,226 (2019:
€11,939) was charged to the Statement of Profit or Loss as interest.

13. FOREIGN EXCHANGE GAIN/(LOSS)

2020 2019
€ €
Foreign exchange gain 1,604,155 6,283,844
Reclassified from other comprehensive income
- forward exchange contracts (7,447,989) -
- Cross currency swaps (9,690,379) (153,100)
(15,534,213) 6,130,744

The net foreign exchange loss (2019: gain) 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 reporting date. The net foreign exchange loss after taking account of
the foreign exchange loss, recycling of gains on forward exchange contracts from other
comprehensive income and the fair value movement on forward exchange contracts,
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13. FOREIGN EXCHANGE GAIN/(LOSS) (Continued)

amortisation of the cost of hedging and also the realised loss (2019: loss) on forward exchange
contracts disclosed in note 14 was €6,330,057 (2019: €4,669,297).

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

2020 2019
€ €
Falr. value r.novement on. forw.ard exchange contracts not 10,218,590 (9,084,290)
designated in hedge relationships
Amortisation of cost of hedging (392,300) -
Realised loss on forward exchange contracts not
designated in hedge relationships (622,134) (1,715,751)
9,204,156 (10,800,041)
15. OTHER INCOME
Restated
2020 2019
€ €
Accounting services 1,681,553 1,450,895
Commission financial guarantee 1,105,189 2,193,981
Interest income from tax repaid late 191,062 0
Rental Income 84,214 83,604
Income from security on securitised loans 11,564 30,401
3,073,582 3,758,881

The comparative figure for other income in the prior year has been increased by €2m due to
commission earned on financial guarantees issued being reclassified to other income from
interest income and similar income. IAS 1 requires that there should be a specific line in the
statement of profit and loss which includes IFRS 9 EIR interest income and excludes other
sundry income types and it was decided that in order to fully comply with this accounting
standard requirement to reclassify commission earned on financial guarantees to other income
from interest income and similar income.

The comparative figure for other income has also been increased by €30k due to income
earned on the security on securitised loans which in the previous years financial statements
was included in operating expenses. It is has been decided that it is more appropriate to show
the amount in other income rather than netting it off operating expenses.

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

Commissions earned on the financial guarantee issued are explained in note 51 of the financial
statements.
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15. OTHER INCOME (Continued)

The Group and Company charges rent to the Irish Grenke AG Group company, Grenke Limited,
for office space that it uses which is part of the Group and Company right of use assets.

The income from security on securitised loans arises due to the termination of Czech leases
due to impairment. The net present value of the terminated Czech leases is excluded from the
secured amounts due from Grenke AG Group Undertakings which is disclosed in Note 24. The
amounts payable by the lessee are recognised as non performing finance lease receivables
and are included in the non performing finance lease receivables disclosed in Note 23. The

income from security on securitised loans is set out below:

Income from security on securitised loans

Added to non performing lease receivables
Reduction in secured amounts due from
GRENKE AG Group Companies

16. OTHER OPERATING EXPENSES

Commissions paid to agents for sale of lease equipment
protection

Insurance

Licence fee

Fees in respect of recovering debts

Expected credit loss allowance trade debtors (stage 3)
Wages and salaries

Professional fees

Management charges

Non recoverable VAT

Property costs

Depreciation on right of use assets

Depreciation

Other

Information technology costs

Recruitment

Training

2020 2019

€ €
286,809 893,664
(275,245) (863,263)
11,564 30,401
Restated

2020 2019

€ €
15,376,946 9,999,027
353,002 252,787
8,440,969 8,298,195
3,874,867 3,410,286
1,861,236 -
1,265,507 1,318,600
739,155 1,044,179
175,595 175,980
137,364 235,227
83,975 71,390
236,436 236,458
61,099 60,962
32,777 73,431
19,363 16,899
12,557 7,268
9,342 11,073
32,680,190 25,211,762

The comparative operating expenses in 2019 is €26m lower than the figure included the 2019
statutory accounts due to a reclassification of the loss on disposal of lease objects of €26m. In
the prior year this amount was included in operating expenses. It has been reclassified to lease
income because the disposal of lease objects when a lease is terminated is an integral part of
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16. OTHER OPERATING EXPENSES (Continued)

the leasing process which commences when a lease contract is signed and concludes when
the lease object is disposed. It is therefore more appropriate to include the loss on disposal of
lease objects in lease income.

Operating expenses in the 2019 financial statements included guarantee fees of €3,527,164
which have been reclassified to interest expense and other charges in order to include it with
the Group and Companies cost of finance. In the previous year the guarantee fee was
classified in operating expenses.

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 Group’s external liabilities and in respect of amounts due
from GRENKE AG Group undertakings and GRENKE AG Group franchisees.

Included in trade and other receivables is trade debtors of €2.2m in respect of amounts due
from dealers. These balances are primarily due in respect of lease objects which have been
sold to the dealers when a lease has been terminated. The Group and Company has made a
100% expected credit loss allowance of €1.8m in respect of all amounts which are overdue by
180 days.

17. PROFIT BEFORE TAXATION

2020 2019
The profit before tax is stated after charging: € €
Staff costs 1,265,507 1,318,600
Depreciation 61,099 60,962
Depreciation on right of use assets 236,436 236,458
Net foreign exchange loss on foreign currency 14,170,346 4,669,297
2020 2019
Fees payable to KPMG Ireland: € €
Statutory audit 255,000 99,000
Comfort letter in respect of financial information in debt
. 20,000 20,000
issuance programme prospectus
275,000 119,000
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2020 2019

The staff cost comprises: € €
Salaries 1,067,913 1,125,433
Benefit in kind 18,449 16,756
Contributions to defined contribution plans 61,214 53,655
Social welfare costs 117,931 122,756
1,265,507 1,318,600

There is €4,253 (2019: €4,878) payable in respect of pensions as at 31 December 2020. The
Group and Company contributes 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.

The average number of people employed by the Group 2020 2019
and Company during the period was as follows: Number Number
Administration 17 19
Included in staff cost above is directors' 2020 2019
remuneration of: € €
Salaries 287,991 198,603
Benefit in kind 3,656 2,202
Contributions to defined contribution plans 19,881 12,300
Social welfare costs 31,037 21,003

342,565 234,108

Three (2019: Two) of the directors received remuneration and all of the remuneration they
received is included in the disclosure above.

The key management of the Company are the three (2019: two) directors who receive
remuneration. The payments to its directors set out above represent key management
compensation.

One director is employed by the Group and Company’s parent Grenke AG and he did not

receive any remuneration from the Group and Company. Part of the salary €9,000 (2019:

€9,000) paid to the director by Grenke AG was allocated for his services to the Group and
Company.

The Company’s subsidiaries did not have any employees during the year (2019: None).
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18. TAXATION
2020 2019
€ €
Current year tax charge 1,740,370 9,615,695
Adjustment to prior year tax charge (2,857) 88,961
Overseas tax 246,751 206,867
1,984,264 9,911,523
Deferred tax (note 28) (10,487) (1,057)
Taxation 1,973,777 9,910,466

Overseas tax is tax withheld by foreign tax authorities on interest payments.

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%) (2019: 12.5%). The differences are explained below:

2020 2019
€ €
Profit before tax 14,383,605 77,948,399
Profit multiplied by standard rate of corporation tax in
. 1,797,951 9,743,549
the Republic of Ireland of 12.5% (2019: 12.5%)
Effects of:
Adjustment to prior year corporation tax (2,857) 88,961
Overseas tax 246,751 206,867
Foreign tax adjustments (30,825) (127,961)
Other adjustments (37,243) (950)
Current year tax charge 1,973,777 9,910,466

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.

75



GRENKE FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2020

19. PROPERTY, PLANT & EQUIPMENT CONSOLIDATED AND COMPANY

Right of Leasehold Fixtures and
use assets improvements fittings Total
€ € € €

Cost
At 31 December 2019 1,611,208 320,482 442,927 2,374,617
Additions - - 9,193 9,193
At 31 December 2020 1,611,208 320,482 452,120 2,383,810
Accumulated Depreciation
At 31 December 2019 704,785 164,028 280,929 1,149,742
Charge for the year 236,436 18,647 42,452 297,535
At 31 December 2020 941,221 182,675 323,381 1,447,277
Net book amounts
At 31 December 2020 669,987 137,807 128,739 936,533
At 31 December 2019 906,423 156,454 161,998 1,224,875

The Group and Company has only four leases. The leases are in respect of Units 209/210,
Unit 310, Unit 306/307 and Unit 410/411, Q House, Furze Road, Sandyford Industrial Estate,
Dublin 18. The Group and Company has an option to terminate all four of the leases on 6
November 2023. The right of use asset has been calculated on the basis that the Group and
Company will terminate the leases on 6 November 2023. Details of the lease liabilities relating
to these right of use assets are disclosed in note 38.

The Directors expect to terminate the leases on 6 November 2023 because there is an option
to terminate all of the four leases on 6 November 2023. If the Group and Company do not
terminate the leases on 6 November 2023 there is different expiry dates on the leases, which
would result in the business, being disrupted due to having to vacate units at different times
rather than at the same time. The Directors when negotiating the leases for Unit 209/210 and
Unit 310 secured a change of the option dates to terminate the lease of Unit 306/307 and Unit
410/411 to 6 November 2023 to allow all units to be vacated on the same date with the intention
of vacating all of the units on that date.
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19. PROPERTY, PLANT & EQUIPMENT CONSOLIDATED AND COMPANY (Continued)

Right of use Leasehold Fixtures and
assets improvements fittings Total
€ € € €

Cost
At 31 December 2018 - 276,293 428,294 704,587
Balance at 1 January 2019 - 276,293 428,294 704,587
Recognition of right-of-use asset on initial } }
application of IFRS 16 1,611,208 1,611,208
Adjusted balance at 1 January 2019 1,611,208 276,293 428,294 2,315,795
Additions - 44,189 14,633 58,822
At 31 December 2019 1,611,208 320,482 442,927 2,374,617
Accumulated Depreciation
At 31 December 2018 - 145,380 238,615 383,995
Balance at 1 January 2019 - 145,380 238,615 383,995
Recognition of right-of-use asset on initial
application of IFRS 16 468,327 468,327
Adjusted balance at 1 January 2019 468,327 145,380 238,615 852,322
Charge for the year 236,458 18,648 42,314 297,420
At 31 December 2019 704,785 164,028 280,929 1,149,742
Net book amounts
At 31 December 2019 906,423 156,454 161,998 1,224,875
At 31 December 2018 - 130,913 189,679 320,592

20. FINANCIAL INVESTMENTS COMPANY

2020 2019
€ €

Investment in equity
Investment in FCT “GK” COMPARTMENT “G” 2 150 150
Investment in FCT “GK” COMPARTMENT “G” 4 150 150
300 300

The Company holds a 50% interest in FCT “GK’"COMPARTMENT “G2”, (FCT GK 2) and a 50%
interest in FCT “GK’"COMPARTMENT “G4”, (FCT GK 4). The investment in FCT GK 2 of €150
(2019: €150) and FCT GK 4 of €150 (2019: € 150) is shown at cost less impairment. FCT GK
2 is a French securitisation vehicle which was set up in 2012 and FCT GK 4 is a French
securitisation vehicle set up in 2019. FCT GK 2 is financed through the issue of FCT notes,
which are exclusively subscribed by Special Purpose Vehicle Elektra Purchase No. 25
Designated Activity Company. FCT GK 4 is financed through the issue of FCT notes, which
are exclusively subscribed by Special Purpose Vehicle Opusalpha Purchaser Il 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 Designated Activity Company and the FCT GK 4 serves the sole purpose of
the securitisation of French lease receivables within the Asset Backed Commercial Paper
(ABCP) programme through Opusalpha Purchaser Il Limited. The Company does not make a
gain or a loss on the sale of the French lease receivable contracts because the leases remain
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20. FINANCIAL INVESTMENTS COMPANY (Continued)

on the Statement of Financial Position of the Company and the contractual cashflow payments
due to FCT GK 2 and FCT GK 4 are shown as asset based financial liabilities.

GRENKE Service AG, a German subsidiary of GRENKE AG holds the other 50% interest in
FCT GK 2 and FCT GK 4.

Elektra Purchase No. 25 Designated Activity Company was put in place for the purpose of
refinancing French lease receivables and UniCredit was the initiating bank.

Opusalpha Purchaser Il Limited was put in place for the purpose of refinancing asset backed
securitization programs sponsored by Landesbank Hessen-Thuringen Girozentrale (HeLaBa).

The maximum exposure to credit loss is the carrying amount of the investment held.

21. SUBORDINATED LOANS AND RESERVE ACCOUNTS CONSOLIDATED AND

COMPANY
Restated

2020 2019
Non - Current € €
Unlisted:
Subordinated loans at fair value 12,734,908 -
Subordinated loans at amortised cost 9,838,205 23,206,236
Reserve accounts held with SPVs and banks 70,000 170,000
Financial assets classified as non current 22,643,113 23,376,236
Current
Unlisted:
Subordinated loans at fair value 9,364,558 -
Subordinated loans at amortised cost 4,393,396 14,095,565
Reserve accounts held with SPVs 11,641,682 10
Expected credit loss allowance - (14,864)
Financial assets classified as current 25,399,636 14,080,711
Reconciliation of Financial Assets:
At beginning of year 37,456,947 33,702,341
Payment out on subordinated loans and on reserve
accounts 26,079,127 9,436,040
Repayment of subordinated loans and reserve accounts (15,427,944) (5,706,782)
Movement in fair value (80,245) -
Movement in expected credit loss allowance 14,864 25,348
Closing balance 48,042,749 37,456,947

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

The subordinated loans which provide credit enhancement to the senior investors in the special
purpose vehicles Coral Purchasing (Ireland) 2 DAC, Kebnekaise Funding Limited and
Opusalpha Purchaser Il Limited should be measured at fair value because they fail the solely
payments of principal and interest criterion which would allow the subordinated loans to be
measured at amortised cost. The Group and Company has provided three subordinated loans
to Opusalpha Purchaser Il Limited and only the loan which provides credit enhancement to the
senior investors in respect of the lease receivables bought from Grenke AG is measured at fair
value.

The fair value of the subordinated loans is measured by applying Euro cost of borrowing plus
the Grenke AG risk of default to the projected future cash flows from the subordinated loans.

The two subordinated loans provided to Opusalpha Purchaser Il Limited which provide credit
enhancement to senior investors in FCT GK 4 are measured at amortised cost because the
lease receivables purchased by FCT GK 4 are lease receivables sold by the Group and
Company. In the event of loss on these two subordinated loans there will be an equal and
offsetting gain on asset based financial liabilities due to the loss resulting from the Group and
Company’s failure to make the payments due in respect of its asset based financial liabilities.
Details of the asset based financial liabilities are set out in note 35.

Details of the Group and Company subordinated loans to the Grenke AG SPVs which are
measured at fair value are set out below:

% of NPV of Last lease

lease receivable
Bank SPV receivables  Interest rate matures 2020 2019
€ €
DZ Bank Coral Purchasing (Jersey) Limited 9.2% 1m EURIBOR + 1.75% - 6,496,618
DZ Bank Coral Purchasing (Jersey) Limited 2% 1m EURIBOR + 1.75% - 1,397,152
DZ Bank Coral Purchasing (Jersey) Limited *1m EURIBOR + 1.75% - 3,614,466
DZ Bank Coral Purchasing (Ireland) 2 DAC 9.2% 1m EURIBOR + 1.75% 2026 8,864,952 -
HeLeba Opusalpha Purchaser II Limited 9% 1m EURIBOR + 1.75% 2026 7,457,875 8,678,769
SEB Kebnekaise Funding Ltd 8% 1m EURIBOR + 1.75% 2026 5,776,639 8,398,084
22,099,466 28,585,089

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

The 2019 comparatives in the above table are valued at amortised cost.
The table below sets out the fair values of the subordinated loans to the Grenke AG SPVs

measured at fair value in 2020 and it also provides details of the fair value of the loans in 2019
which were measured at amortised cost and their nominal values.
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Nominal Nominal
Fair Value Value Fair Value Value
2020 2020 2019 2019
SPV € € € €
Coral Purchasing (Jersey) Limited - - 6,619,796 6,496,618
Coral Purchasing (Jersey) Limited - - 1,379,976 1,397,152
Coral Purchasing (Jersey) Limited - - 3,669,024 3,614,466
Coral Purchasing (Ireland) 2 DAC 8,864,952 8,922,565 -
Opusalpha Purchaser II Limited 7,457,875 7,470,946 8,846,782 8,678,769
Kebnekaise Funding Ltd 5,776,639 5,786,200 8,564,199 8,398,084

22,099,466 22,179,711 29,079,777 28,585,089

Details of the Group and Company subordinated loans to the SPVs which are measured at
amortised cost are set out below:

% of NPV of Last lease
lease receivable
Bank SPV receivables  Interest rate matures 2020 2019
€ €
HeLeBa Opusalpha Purchaser II Limited 7.5% 1m EURIBOR + 2% 2025 11,235,475 6,942,301
HeLeBa Opusalpha Purchaser II Limited 2% - 2025 2,996,126 1,774,411
14,231,601 8,716,712

The Group has concluded that the SPVs 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 SPVs are not dominant rights in deciding who exercises control
due to the debt financing nature of securitisation and net assets are virtually nil; and
- Each SPVs activities are restricted by the terms of the prospectus;

Group and

Total asset
At 31 December 2020 value of the Compar.1y
SPVs Investment in
the SPVs
€ €
Coral Purchasing (Ireland) 2 DAC 96,984,402 8,922,565
Opusalpha Purchaser II Limited 83,010,511 7,470,946
Kebnekaise Funding Limited 72,327,500 5,786,200

The Group and Company has also provided subordinated loans of €14,231,602 to Opusalpha
Purchaser Il Limited in respect of FCT GK 4. The total amount owing to the investors in FCT
GK 4 is shown as an asset based financial liability in the consolidated Statement of Financial
Position. The amount owing to FCT GK4 investors would be reduced by any amount not
recovered on the Opusalpha Purchaser Il Limited subordinated loans relating to FCT GK 4 and
therefore these loans have not been included in the table above because there is no exposure
to credit loss on these subordinated loans. There is no exposure to credit loss on the
Opusalpha Purchaser Il Limited subordinated loans relating to FCT GK 4 because the FCT GK
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4 asset based financial liability would be reduced by the amount of the loss on the subordinated
loan and therefore the net impact on the statement of profit or loss would be zero.

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

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

To manage a portfolio of assets in order | Subordinated loan

to generate returns for noteholders.

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

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
cash flow 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
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 (Ireland) 2 DAC,
Opusalpha Purchaser Il Limited, Kebnekaise Funding Limited and the Company has always
bought back non performing leases from FCT GK 4.

22. AMOUNTS DUE FROM SUBSIDIARIES COMPANY

Restated

2020 2019

Non - Current € €
Unlisted:

Subordinated loans to subusidiary SPVs 43,983,742 39,385,601

Reserve accounts held with subsidiary SPVs 6,002,845 4,754,300

Amounts due from subsidiaries classified as non current 49,986,587 44,139,901
Current
Unlisted:

Subordinated loans to subusidiary SPVs 14,675,151 29,031,733

Reserve accounts held with subsidiary SPVs 363,279 196,855

Amounts due from subsidiaries classified as current 15,038,430 29,228,588

The comparative figures for 2019 were included in the subordinated loan and reserve accounts
in the company statement of financial position in 2019. These figures have been separated
from the subordinated loan and reserve accounts in the current statement of financial position
order to provide more information to the reader of the accounts.
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Details of the Company subordinated loans are set out below:

% of NPV of Last lease
lease receivable
Bank SPV receivables  Interest rate matures 2020 2019
€ €
HSBC FCT ,, GK”, Compartment G3 25.2% 1m EURIBOR + 2% 2025 31,192,940 32,271,760
HSBC FCT ,GK”, Compartment G3 2.3% 1m EURIBOR + 2% 2025 2,810,060 2,907,240
Elektra Purchase No. 25 Designated
Unicredit Activity Company 15.3% 1m EURIBOR + 2% 2024 21,803,852 29,287,129
Elektra Purchase No. 25 Designated
Unicredit Activity Company 2% 2024 2,852,041 3,951,205
58,658,893 68,417,334

The subsidiary SPVs referred to in the narrative below are FCT GK 2, FCT GK 3 and FCT GK
4.

The subordinated loans to subsidiary SPVs have recourse only to the returns from the assets
purchased by the subsidiary SPVs, in the event that the lease receivables purchased by the
subsidiary SPVs do not create sufficient cash flow to meet the principal and interest repayment
on the debt in the subsidiary SPV, repayments will be made under the terms of the priorities of
payment of the subsidiary SPV. The subordinated loan is the junior creditor. The Company
has not suffered historic losses on the subordinated loans to subsidiary SPVs because 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, FCT GK 3 and FCT GK 4 may have
under interest rate swaps they have in place to hedge the interest rate risk. These reserves are
collateral to the subsidiary SPVs, which will be used to pay the subsidiary SPV in the event of
the Company being unable to fulfil its obligations under interest rate swap agreements.

The Company has opted to enter the final amortisation period for FCT GK 3, consequently no
more lease receivables will be sold to FCT GK 3. In the final amortisation period all proceeds
from lease instalments paid to FCT GK 3 will be utilised first for the repayment of the Senior
FCT Senior Units. When the FCT Senior Unit Subscriber has been fully repaid the
subordinated loan and reserve account in FCT GK 3 will be repaid.

Any loss on subordinated loans to subsidiary SPVs providing credit enhancement to the
Company’s ABCP programmes will be offset by an equivalent reduction in the amount owed to
the subsidiary SPV it is providing credit enhancement in respect of and therefore there will be
net loss of zero.
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Finance lease receivables due after one year
Expected credit loss allowance on performing finance
lease receivables

Finance lease receivables due within one year

Finance lease receivables past due not credit impaired
Non performing finance lease receivables

Expected credit loss allowance on non performing finance
lease receivables

Expected credit loss allowance on performing finance
lease receivables

2020
€
1,254,536,496

(33,502,771)

2019
€
1,347,427,686

(20,239,943)

1,221,033,725

1,327,187,743

646,705,383
20,689,852
154,450,277

(108,982,107)

(17,270,461)

628,578,622
13,684,399
130,083,546

(83,354,387)

(14,389,461)

695,592,944

674,602,719

The cost of assets acquired for the purpose of leasing under finance leases during the period
was €658,026,708 (2019: €979,967,775). During 2020, the Group and Company made a net
investment in new finance leases of €696,188,248 (2019: €1,033,918,920 ). 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.

23. FINANCE LEASE RECEIVABLES CONSOLIDATED AND COMPANY (Continued)

€417m (2019: €438m) of the finance lease receivables provide security in the event of the
Group and Company defaulting on its obligations in respect of asset based financial liabilities
details of which are provided in note 35.

€911m (2019: €622m) of the finance lease receivables provide security in the event of the
Group and Company defaulting on its obligations in respect of amounts due to Grenke Bank

AG details of which are provided in note 33.

A reconciliation of the gross investment in finance lease receivables to the net investment is
set out below together with the maturity of the lease payments.
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Outstanding minimum lease payments
Guaranteed residual values

Outstanding minimum lease payments
Non-guaranteed residual values

Gross investment

Present value of unguaranteed residual values
Unrealised finance income

Present value of minimum lease payments
Present value of unguaranteed residual values
Expected credit loss allowance

Net investment

Due within one year

Due between one and two years
Due between two and three years
Due between three and four years
Due between four and five years
Due in greater than five years

Outstanding minimum lease payments

2020 2019
€ €
2,061,761,461 2,137,268,914
567,797 410,448
2,062,329,258  2,137,679,362
232,262,303 218,476,938
2,294,591,561 2,356,156,300
(195,131,216) (180,460,325)
(218,209,553) (236,382,047)
1,881,250,792 1,939,313,928
195,131,216 180,460,325
(159,755,339) (117,983,791)
1,916,626,669  2,001,790,462
2020 2019
€ €
872,420,862 834,690,895
541,469,360 555,143,804
368,065,703 396,123,500
204,359,238 239,215,387
67,800,213 101,185,648
7,646,085 10,909,680
2,061,761,461 2,137,268,914

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 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 expected credit
loss allowance on the leasing receivables in 2020 and 2019. The impairment loss and the
definition of the default risk rating class are determined by the procedure described in the

accounting policy note 4(g) & 4 (0) “Use of assumptions and estimates” under the heading
“Determination of impairment of finance lease receivables.”

Category 0: low risk

Category 1: higher risk

Category 2-7 doubtful receivables
Total gross receivables
Expected credit loss allowance

Carrying amounts

2020

2020

2020

2020

Stage 1 Stage 2 Stage 3 Total
€ € € €

1,692,258,913 138,796,962 26,321,638 1,857,377,513
- 15,248,692 48,696,810 63,945,502
- - 155,058,993 155,058,993
1,692,258,913 154,045,654 230,077,441 2,076,382,008
(21,056,132) (15,750,067) (122,949,140) (159,755,339)
1,671,202,781 138,295,587 107,128,301 1,916,626,669
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2019 2019 2019 2019
Stage 1 Stage 2 Stage 3 Total
€ € € €

Category 0: low risk 1,870,452,135 75,814,223 50,303 1,946,316,661
Category 1: higher risk - 17,873,725 25,500,321 43,374,046
Category 2-7 doubtful receivables - - 130,083,546 130,083,546
Total gross receivables 1,870,452,135 93,687,948 155,634,170 2,119,774,253
Expected credit loss allowance (14,367,732) (13,107,870) (90,508,189) (117,983,791)
Carrying amounts 1,856,084,403 80,580,078 65,125,981 2,001,790,462

The following tables show changes in expected credit loss allowance for finance lease
receivables in the years beginning 1 January 2020 and 1 January 2019:

Stage 1 Stage 2 Stage 3 Total
€ € € €

Expected credit loss allowance as per January 1, 2020 14,367,732 13,107,870 90,508,189 117,983,791
Newly extended or acquired financial assets* 6,106,904 3,233,219 6,469,391 15,809,514
Reclassifications -
to Stage 1 1,663,685 (1,337,899) (325,786) -
to Stage 2 (1,209,950) 2,919,652 (1,709,702) -
to Stage 3 (1,036,651) (4,889,410) 5,926,061 -
Change in credit loss allowance due to change in stage (1,340,337) 2,493,516 26,186,963 27,340,142
Mutualy agreed termination of contracts or payment for

. . . - (6,274,698) (4,089,850) (10,454,323) (20,818,871)
financial assets (without derecognition)
Change in credit loss allowance due to change in
processing category (processing categories explained in - - 13,076,355 13,076,355
note 4 (0))
Change in contractual cash flows due to modification (no

- 5,604,106 2,915,916 1,647,113 10,167,135

derecognition)
Change in models/risk parameters used in ECL calculation 1,989,643 391,459 13,606,872 15,987,974
Derecognition of financial assets (7,614) (79,673) (24,527,127) (24,614,414)
Currency translation and other differences 5,671 4,476 1,904,867 1,915,014
Accrued interest 1,187,641 1,080,791 640,267 2,908,699
Expected credit loss allowance as per 31 December, 2020 21,056,132 15,750,067 122,949,140 159,755,339

The expected credit loss allowance increased by a total of by a total of €41,771,548 (35%).
The increase in expected credit loss allowance can be observed in all three stages. The
increase was strongest in stage 3 where provisions rose by 36% €32,440,951 (36%). This
increase essentially results from the rise in impaired leases in stage 3 and the updating or
adjustment of the model parameters.

In order to support customers in the COVID 19 pandemic, GRENKE concluded deferral
agreements in the 2020 fiscal year (see also note 4 (b) and 4 (0)). The deferral period for the
majority of the contracts ended on 31 December 2020. However, the repayments of some of
have not yet fallen due or have not yet been paid. In order to take into account the higher risk
of default on these contracts, an additional extra credit loss allowance of €10,167,135 thousand
was recognised on these contracts in the 2020 financial year. This amount is disclosed in the
table above as “Change in contractual cash flows due to modification (no derecognition)”.

The net present value of the deferred lease receivables is €63,933,042.
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Expected credit loss allowance as per January 1, 2019

Newly extended or acquired financial assets*
Reclassifications

to Stage 1

to Stage 2

to Stage 3

Change in credit loss allowance due to change in stage
Mutualy agreed termination of contracts or payment for

financial assets (without derecognition)

Change in credit loss allowance due to change in
processing category (processing categories explained in

note 4 (0))

Change in models/risk parameters used in ECL calculation

Derecognition of financial assets
Currency translation and other differences
Accrued interest

Expected credit loss allowance as per 31 December, 2019

Stage 1

€
16,273,182
5,591,889
686,290
(923,820)
(634,062)
(580,030)

(4,920,645)

(1,921,614)

(14,863)
(2,471)
813,876
14,367,732

Stage 2

€
10,056,495
5,473,706
(429,911)
2,467,387
(2,594,337)
325,065

(2,746,607)

87,244
(74,477)
(2,926)
546,231
13,107,870

Stage 3

€
71,846,370
9,511,670
(256,379)
(1,543,567)
3,228,399
20,706,102

(4,976,676)

5,068,996

1,509,460

(15,100,107)
6,075
507,845
90,508,188

Total

€
98,176,047
20,577,265

20,451,137
(12,643,928)

5,068,996

(324,910)

(15,189,447)
679
1,867,952
117,983,791

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

Stage during the fiscal year.

The following table reconciles the expected credit loss allowance on finance lease receivables
to the impairment loss on finance lease receivables:

Expected credit loss allowance at 1 January

Net impairment loss on finance lease receivables

Exclude write off of lease receivables

Expected credit allowance at 31 December

2020 2019

€ €
117,983,791 98,176,047
66,385,962 39,581,602
(24,614,414) (19,773,858)
159,755,339 117,983,791

A sensitivity analysis on the possible expected credit loss allowances due to changes in the
credit performance of the Group and Company lessees is set out in note 48.
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Amount due in greater than one year

Secured amounts due from GRENKE AG Group
undertakings

Unsecured amounts due from GRENKE AG Group
undertakings

Expected credit loss allowance

Amount due in less than one year

Secured amounts due from GRENKE AG Group
undertakings

Unsecured amounts due from GRENKE AG Group
undertakings

Expected credit loss allowance

2020

28,866,126

1,079,661,056
(15,539,307)

Resstated
2019

€

37,658,889

1,302,146,510
(1,946,714)

1,092,987,875

1,337,858,685

24,984,288

1,050,703,289
(15,078,962)

26,769,645

873,345,824
(2,701,259)

1,060,608,615

897,414,210

The 2019 comparative for secured amounts from Grenke AG Group undertaking due in less
than one year has been reduced by €28m in respect of amounts which were incorrectly
classified as secured in the previous year financial statements when the amounts due were not
in fact secured. This amount has been reclassified as unsecured in the 2019 comparatives in
the current year financial statements.

The secured amounts are 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. The 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
net present value of the securitised lease receivables is in excess of the securitised amount.

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 different term at the end of that term. 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.

From the amounts due from group undertakings 73% (2019: 77%) have a fixed interest rate
and 27% (2019: 23%) have a variable interest rate. The weighted average maturity period and
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the weighted average effective interest rate of the amounts due from Group companies during
the financial year 2020 are:
Weighted Weighted

average average
maturity effective
Outstanding period in interest rates
amount years (in %)
€
Amounts due from Grenke AG Group
undertakings 2,184,214,759 1.96 2.18%

The weighted average maturity period and the weighted average effective interest rate of the
amounts due amounts due from Group companies during the financial year 2019 are:

Weighted Weighted

average average
maturity effective
Outstanding period in interest rates
amount years (in %)
€
Amounts due from Grenke AG Group
undertakings 2,239,920,868 1.84 2.41%

The following table shows the maturity structure of the amounts due from group companies
without any adjustment for extra credit loss allowances.

Less than 1 year 1to 5 Years More than 5 Years Total

€ € € €

Current year 31.12.20 1,075,687,577 1,108,383,106 144,076 2,184,214,759
Previous Year 31.12.19 900,115,469 1,339,326,774 478,625 2,239,920,868

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 Stage 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
continuing support of all Grenke AG Group companies by Grenke AG and no amounts are
past due. GRENKE AG has also provided a guarantee to the Group and Company in respect
of €1.4bn of the amounts due from Group Companies at 31 December 2020. The Company
and Group have concluded that the most appropriate measurement for future expected credit
losses in respect of €2.1bn of the amounts due to group companies is to use the GRENKE AG
1-Year Default Risk from Bloomberg. The explanation as to why the Bloomberg GRENKE AG
1-Year default is set out in accounting policy note 4 (0). The Bloomberg GRENKE AG 1-Year
Default Risk was 1.31% on 31 December 2020 and 0.052% on 31 December 2019. The loans
referred to here have a carrying value of €2.1bn (2019: €2.17bn) and are all classified in Stage
one. The Expected credit loss allowances in respect of these loans are €27.9m (2019: €1.1m).

The balance of the amounts due from Grenke AG group companies in Slovakia, Czech
Republic, Romania and United Arab Emirates of €53.8m (2019: €64m) relates to payments
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made to purchase lease receivables from GRENKE AG Group companies. 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 the accounting policy note 4 (o) under the
heading Determination of loss allowances on amounts due from group companies and amounts
due from franchisees. As at 31 December 2020 the Grenke AG group companies in Slovakia,
Romania and United Arab Emirates 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 from these three
sister companies was €39m in 2020 and €45m in 2019. All of the balances in the tables below
at Stage 2 and Stage 3 relate to amounts due from group companies where payments have
been made to purchase lease receivables in Slovakia, Czech Republic, Romania and United
Arab Emirates described here. There is also €45m (2019: €53m) of amounts due from group
companies in respect of the loans described here in Stage One. Expected credit loss
allowances for these loans in Stage one have been made of €1.3m (2019: €1.6m).

2020 2020 202 2020 2019
Stage 1 Stage 2 Stage 3 Total Total
€ € € € €
Category 0: low risk 2,175,310,775 2,785,629 1,056,460 2,179,152,864 2,235,370,139
Category 1: higher risk 1,890 746,603 4,313,402 5,061,895 4,550,729
Category 2-7 doubtful receivables - - - - -
Total gross receivables 2,175,312,665 3,532,232 5,369,862 2,184,214,759 2,239,920,868
Expected credit loss (29,250,371) (297,752) (1,070,146) (30,618,269) (4,647,973)
Carrying amounts 2,146,062,294 3,234,480 4,299,716 2,153,596,490 2,235,272,895

The following tables show changes in the expected credit loss in the years beginning 1 January
2020 and 1 January 2019:

Stage 1 Stage 2 Stage 3 Total
€ € € €

Expected credit loss allowance as per January 1, 2020 2,700,994 1,069,824 877,155 4,647,973
Newly extended or acquired financial assets* 3,645,573 83,574 67,501 3,796,648
Reclassifications - - - -
to Stage 1 732,781 (504,809) (227,972) -
to Stage 2 (54,387) 106,782 (52,395) -
to Stage 3 (246,158) (280,518) 526,676 -
Change in credit loss allowance due to change in stage (368,554) (30,241) 320,060 (78,735)
Mutualy agreed termination of contracts or payment for
financial assets (without derecognition) (720,956) (288,902) (404,568) (1,414,426)
Change in credit loss allowance due to change in processing
category (processing categories explained in note 4 (0)) - - (46,321) (46,321)
Change in models/risk parameters used in ECL calculation 23,415,713 29,034 8,534 23,453,281
Derecognition of financial assets - (363) (8,722) (9,085)
Currency translation and other differences (86,339) (18,818) (79,990) (185,147)
Accrued interest 231,704 132,189 90,188 454,081
Expected credit loss allowance as per 31 December, 2020 29,250,371 297,752 1,070,146 30,618,269
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24. AMOUNTS DUE FROM GRENKE AG GROUP UNDERTAKINGS CONSOLIDATED AND
COMPANY (Continued)

Stage 1 Stage 2 Stage 3 Total
€ € € €

Expected credit loss allowance as per January 1, 2019 2,969,591 225,047 1,548,315 4,742,953
Newly extended or acquired financial assets* 996,848 322,796 260,213 1,579,857
Reclassifications - - - -
to Stage 1 186,640 (44,443) (142,197)
to Stage 2 (254,503) 737,029 (482,526)
to Stage 3 (47,700) (57,014) 104,714 -
Change in credit loss allowance due to change in stage (157,627) (430,331) 216,786 (371,172)
Mutualy agreed termination of contracts or payment for
financial assets (without derecognition) (213,871) (109,540) (460,078) (783,489)
Change in credit loss allowance due to change in processing
category (processing categories explained in note 4 (0)) - - (1,420) (1,420)
Change in models/risk parameters used in ECL calculation (907,235) 379,845 (330,789) (858,179)
Derecognition of financial assets (20) - - (20)
Currency translation and other differences 28,707 19,089 14,026 61,822
Accrued interest 100,164 27,346 150,111 277,621
Expected credit loss allowance as per 31 December, 2019 2,700,994 1,069,824 877,155 4,647,973

25. AMOUNTS DUE FROM GRENKE AG GROUP FRANCHISEES CONSOLIDATED AND
COMPANY

2020 2019
€ €
Amount due in greater than one year
Amounts due from GRENKE AG Group
franchisees 37,621,839 41,352,490
Expected credit loss allowance (492,846) -
37,128,993 41,352,490
Amount due in less than one year
Amounts due from GRENKE AG Group
franchisees 105,103,676 93,338,444
Expected credit loss allowance (1,376,858) (70,039)
103,726,818 93,268,405

The amounts due from GRENKE AG Group franchisees are monies loaned to Grenke AG
Group franchisees to finance their leasing and factoring activities. The 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 different term at the end of that term. 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 Stage one because
the Company and Group consider it unlikely that there will be future expected losses on loans
from franchise companies due to the underlying assets in the franchise companies and that no
amounts are past overdue. GRENKE AG has provided a guarantee in respect of all amounts
due from franchise companies at 31 December 2020. The Company and Group have therefore
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25. AMOUNTS DUE FROM GRENKE AG GROUP FRANCHISEES CONSOLIDATED AND

COMPANY (Continued)

concluded that the most appropriate measurement for future expected credit losses is to use
the GRENKE AG 1-Year Default Risk from Bloomberg. The Bloomberg GRENKE AG 1-Year

Default Risk was 1.31% on 31 December 2020 and 0.052% on 31 December 2019.

2020 2020 2020 2019
Stage 1 Stage 2 Stage 3 Total Total
€ € € €
Category 0: low risk 142,725,515 142,725,515 134,690,934
Total gross receivables 142,725,515 142,725,515 134,690,934
Expected credit loss (1,869,704) (1,869,704) (70,039)
Carrying amounts 140,855,811 140,855,811 134,620,895

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

2020 and 1 January 2019:

Expected credit loss allowance as per January 1, 2020

Newly extended or acquired financial assets

Disposal of financial assets or payment for financial assets (excl.
derecognition)

Change in models/risk parameters used in ECL calculation
Currency translation and other differences

Expected credit loss allowance as per 31 December, 2020

Expected credit loss allowance as per January 1, 2019
Newly extended or acquired financial assets

Change in models/risk parameters used in ECL calculation
Expected credit loss allowance as per 31 December, 2019

Stage 1
€
70,039
206,084

(5,654)
1,597,583
1,652
1,869,704

2020
Stage 1
89,378
32,253
(51,592)
70,039
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2020
Stage 2

Stage 3

202
Stage 3

Total
€
70,039
206,084

(5,654)
1,597,583
1,652
1,869,704

2020
Total
89,378
32,253
(51,592)
70,039
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26. TRADE AND OTHER RECEIVABLES CONSOLIDATED AND COMPANY

Restated
2020 2019
€ €
Amounts due in greater than one year
Overseas VAT 35,099,477 -
Overseas withholding tax 7,047,436 -
Deferred risk premium 27,868,622 22,718,786
70,015,535 22,718,786
Amounts due within one year
Overseas VAT 35,448,233 132,319,215
Irish VAT - 38,341
Deferred risk premium 21,637,223 15,414,108
Overseas withholding tax - 7,820,657
Other assets 687,930 554,153
Trade Debtors 2,253,512 -
Expected credit loss allowance (1,810,282) -
58,216,616 156,146,474

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 Italian Tax Authorities in respect of the
years 2009 to 2011. Note 4 (o) discloses why the Directors have included this amount as a
receivable.

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 €49m (2019: €38m) at 31
December 2020.

The following overview shows the trade debtors broken down into the default rating class.
Trade Debtors are amounts due from dealers in respect of termination of leases. All of the
trade debtors which are over 180 days overdue are included in Stage three. A 100% expected
credit allowance is made for all amounts 180 days overdue because all amounts due from
dealers in respect of termination of leases is payable on presentation of the invoice. It is
therefore unlikely than any amount which is 180 days overdue will be recovered.
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26. TRADE AND OTHER RECEIVABLES CONSOLIDATED AND COMPANY (Continued)

2020 2020 2020 2020 2019
Stage 1 Stage 2 Stage 3 Total Total
€ € € € €

Category 0: low risk 443,230 - - 443,230
Category 2-7 doubtful receivables - 1,810,282 1,810,282
Total gross receivables 443,230 - 1,810,282 2,253,512
Expected credit loss allowance - (1,810,282) (1,810,282)
Carrying amounts 443,230 - - 443,230

The following tables show changes in the expected credit loss in the years beginning 1 January
2020. There were no trade debtors in 2019 and therefore no table is included in respect of the
prior year.

Stage 1 Stage 2 Stage 3 Total
€ € € €
Expected credit allowance as per January 1, 2020 - - - -
Newly extended or acquired financial assets - - 1,810,282 1,810,282
Expected credit allowance as per 31 December, 2020 - - 1,810,282 1,810,282

27. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY

The fair values of derivative financial instruments are analysed by year of maturity and by
accounting designation as follows:

Not designated as
Cash flow hedges hedges Total
€ € €
At 31 December 2020
Derivative assets
Within one year - current assets 3,719,444 828,876 4,548,320
Between one and five years 113,760 710,140 823,900
Total derivative assets 3,833,204 1,539,016 5,372,220
Derivative liabilities
Within one year - current liabilities 3,417,152 549,588 3,966,740
Between one and five years 5,582,791 469,641 6,052,432
After five years 13,081,588 - 13,081,588
Non-current liabilities 18,664,379 469,641 19,134,020
Total derivative liabilities 22,081,531 1,019,229 23,100,760
Net asset/(liability) arising on derivative
financial instruments (18,248,327) 519,787 (17,728,540)
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27. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY

(Continued)

The equivalent disclosure for the prior year is as follows:

Not designated as

Restated Cash flow hedges hedges Total

€ € €
At 31 December 2019
Derivative assets
Within one year - current assets 619,700 2,030,005 2,649,705
Derivative liabilities
Within one year - current liabilities 3,233,551 10,355,170 13,588,721
Net asset/(liability) arising on derivative
financial instruments (2,613,851) (8,325,165) (10,939,016)

In the prior year all derivatives were classified as current because they can be settled or sold
as and when required. In the current year it has been decided to disclose them according to
their contract maturity dates because it is believed that this will provide the reader of the

accounts with more information.
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27. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY
(Continued)

The nominal values and fair values of derivative financial instruments are shown in the following
analysis. In accordance with internal guidelines, the nominal amounts of the derivative financial
instruments correspond to the volume of exposures being covered with derivatives.

Nominal Fair Nominal Fair
Value Value Value Value
2020 2020 2019 2019
€ € € €
Assets
Cash flow hedges
Cross Currency Swaps 23,208,088 1,764,528 23,279,811 592,038
Forward Exchange Contracts 166,513,375 2,068,676 - -
Interest Rate Swaps - - 50,000,000 27,662
189,721,463 3,833,204 73,279,811 619,700

Not designated as hedges
Forward Exchange Contracts 37,421,288 1,539,016 109,359,277 2,030,005
227,142,751 5,372,220 182,639,088 2,649,705

Liabilities

Cash flow hedges

Cross Currency Swaps 176,105,941 13,623,160 139,047,988 3,233,551
Forward Exchange Contracts 248,498,117 8,458,371 - -

424,604,058 22,081,531 139,047,988 3,233,551

Not designated as hedges
Forward Exchange Contracts 31,256,228 1,019,229 297,780,176 10,355,170
455,860,286 23,100,760 436,828,164 13,588,721

At 31 December 2020 and 2019, the Group and Company had no master netting or similar
arrangements, or enforceable right of set-off agreements with any of its derivative counterparts.

Cash flow hedges consist of forward exchange contracts and cross-currency swaps. These
instruments hedge risks arising to future cash flows from movements in foreign exchange rates.

Cash flow hedges are expected to affect profit or loss over the period to maturity.

The profit/(loss) arising on cash flow hedges and related hedged items reflected in the
Statement of other comprehensive income is shown below:
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27. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY

(Continued)

Components of other comprehensive income -cash flow hedges

Gains/(losses) arising during the year
- CrOss currency swaps
- forward exchange contracts

- interest rate swaps

Reclassified into the statement of profit and loss

- Cross currency swaps
- forward exchange contracts

- interest rate swaps

Fair value hierarchy

Assets measured at fair value
Cash flows hedges

Cross currency swaps

Forward exchange contracts
Interest rate swaps

Not designated as hedges
Forward exchange contracts

Liabilities measured at fair value
Cash flows hedges

Cross currency swaps

Forward exchange contracts

Not designated as hedges

Forward exchange contracts

2020 2019
€ €
(9,168,220) (2,641,512)
(7,763,335) -
(26,661) 42,351
9,690,379 104,201
7,840,289 -
- (3,325)
572,452 (2,498,285)
2020 2019
Level 2 Level 2
€ €
1,764,528 592,038
2,068,676 -
- 27,662
1,539,017 2,030,005
5,372,221 2,649,705
13,623,160 3,233,551
8,458,371 -
1,019,229 10,355,170
23,100,760 13,588,721

At 31 December 2020 and 2019 there were no derivatives valued using Level 1 or Level 3 fair

value techniques.

The inputs to level 2 valuations are set out in note 47.

If the Group and Company were to default in their obligations under the derivative contracts
the counterparty would be entitled to retain the reserves shown as an asset and similarly if the
counterparty were to default in their obligations under the derivative contracts the Group and
Company would be entitled to retain the reserves shown as a liability. The table below sets
out the fair value of the derivatives by counterparty and the reserves by counterparty in order
to allow the reader of the financial statements to understand the net position with each

counterparty at the reporting date in 2020 and 2019.
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27. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY

(Continued)

Accounting note

Year

Counterparty
Bayerische Landesbank
Deutsche Bank
DZ-Bank

HeLaBa

HSBC

SEB AB

Accounting note

Year

Counterparty
Bayerische Landesbank
Deutsche Bank
DZ-Bank

HeLaBa

HSBC

SEB AB

28. DEFERRED TAX CONSOLIDATED AND COMPANY

Deferred tax asset

Deferred tax asset is comprised of:

Taxable temporary differences attributable to accelerated

tax depreciation

Leased right of use assets

Other deductible temporary differences

Tax relating to cash flow hedges

Credit Credit
Derivative  Derivative support support
assets liabilites accounts accounts  Net amount
27 27 30 30
2020 2020 2020 2020 2020
€ € € € €
480,687 (389,326) - (180,000) (88,639)
2,049,511 (2,279,699) - (50,000)  (280,188)
496,768 (4,074,856) 2,910,000 - (668,088)
1,696,738 (767,211) - (1,410,000) (480,473)
533,004 (13,341,178) 11,620,000 - (1,188,174)
115,512 (2,248,490) 1,890,000 - (242,978)
5,372,220 (23,100,760) 16,420,000 (1,640,000) (2,948,540)
Credit Credit
Derivative  Derivative support support
assets liabilites accounts accounts Net amount
27 27 30 30
2019 2019 2019 2019 2019
€ € € € €
38,879 (221,996) - - (183,117)
632,351 (1,018,543) - (30,000) (416,192)
1,748,818 (3,624,122) 2,820,000 - 944,696
22,721 (429,279) - - (406,558)
130,013 (5,168,725) 4,520,000 - (518,712)
76,923 (3,126,056) 3,212,723 - 163,590
2,649,705 (13,588,721) 10,552,723 (30,000)  (416,293)
2020 2019
€ €
248,586 309,654
2020 2019
€ €
(4,618) (4,787)
10,396 -
532 610
242,276 313,831
248,586 309,654
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28. DEFERRED TAX CONSOLIDATED AND COMPANY (Consolidated)

2020 2019
€ €
Opening balance at start of year 309,654 (3,687)
Taxable temporary differences attributable to accelerated
tax depreciation 169 448
Leased right of use assets 10,396 -
Other deductible temporary differences (78) 608
Tax relating to cash flow hedges (71,555) 312,285
248,586 309,654
Components of other comprehensive income - 2020 2019
Tax relating to cash flow hedges € €
Gains/(losses) arising during the year
- Cross currency swaps 1,146,028 330,188
- forward exchange contracts 970,417 -
- interest rate swaps 3,333 (5,294)
Reclassified into the statement of profit and loss
- Cross currency swaps (1,211,297) (13,025)
- forward exchange contracts (980,036) -
- interest rate swaps - 416
(71,555) 312,285
29. CORPORATION TAX RECEIVABLE
2020 2019
Amounts due in greater than one year € €
Corporation tax receivable 4,690,688 2,437,715
Amounts due within one year
Corporation tax receivable 2,183,807 4,956,383

The Corporation tax asset includes an amount which is due to transitional relief which is
available for adjustments made to prior periods under IFRS 9 which has resulted in a tax asset
of €1,616,453 (2019: €2,437,715) which will reduce the corporation tax charge in equal
amounts of €808,226 in respect of the two years 2021 to 2022.

The Corporation Tax asset of €4.7m disclosed in amounts due greater than one year includes
an asset of €3.9m, which relates to a deduction, which has been 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. This amount will be claimed by means of correlative relief claim or mutual
agreement procedure. A correlative relief claim was submitted to the Irish Tax Authorities on
8 February 2021 in respect of this amount.
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Restated

2020 2019

Assets € €
Credit support accounts 16,420,000 10,552,723
2020 2019

Liabilities € €
Credit support accounts 1,640,000 30,000
Net asset arising on support accounts 14,780,000 10,522,723

The 2019 comparative asset figure was included in Cash and Cash Equivalents in the 2019
financial statements and comparative liability figure was included in Bank Loans on the face of
the statement of financial position. The comparative asset and liability were disclosed in the
relevant note in the prior year financial statements as a reserve account. It has been decided
that it would be more helpful to the reader of the accounts to disclose the credit support
accounts separately on the face of the statement of financial statements and this has been
done as at the reporting date.

The Group and Company has credit support annex agreements with Deutsche Bank, HSBC,
SEB, DZ Bank, Bayerische Landesbank, and Landesbank Hessen-Thiringen, which are
dependent on the value of forward exchange contracts, and foreign currency swaps 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. The reserve account balance is the
amount on deposit in respect of these credit support annex agreements. Details of these
forward exchange contracts and cross-currency swaps are included in note 27. The Group
and Company currently has sufficient funds to meet all of its obligations under the forward
exchange contracts, interest rate swap and cross-currency swaps and has included the cash
in the reserve accounts as an asset.

If the Group and Company were to default in their obligations under the derivative contracts
the counterparty would be entitled to retain the reserves shown as an asset and similarly if the
counterparty were to default in their obligations under the derivative contracts the Group and
Company would be entitled to retain the reserves shown as a liability. The table in note 27
sets out the fair value of the derivatives by counterparty and the reserves by counterparty in
order to allow the reader of the financial statements to understand the net position with each
counterparty at the 2020 and 2019 reporting date.
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31. CASH AND CASH EQUIVALENTS

Restricted cash
Unrestricted cash

Restated

2020 2019

€ €
10,862,253 7,908,928
132,812,124 120,688,959
143,674,377 128,597,887

The 2019 comparative figure included reserves of €10,552,723 in the prior year financial
statements. This amount has been included separately on the face of the statement of financial
position in the current year as credit support accounts in order to assist the reader of the

accounts. Please see note 30.

The restricted cash relates to cash held on trust for Coral Purchasing (Ireland) 2 DAC (2019:
Coral Purchasing (Jersey) Limited) which is a special purpose vehicle which buys lease
receivables from the Company’s parent GRENKE AG and to whom the Company provides
subordinated loans. The liability to Coral Purchasing (Ireland) 2 DAC (2019: Coral Purchasing
(Jersey) Limited) is included in bank loans and cash held on trust, see Note 37. The asset in
cash and cash equivalents and the liability in bank loans and cash held on trust net to zero in

2020 and 2019.

32. DEBT SECURITIES IN ISSUE CONSOLIDATED AND COMPANY

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

Repayable in less than one year
Bonds

Promissory loan note
Commercial paper

Unamortised discount on bonds and notes in issue

100

2020
€

2,064,905,763

2019

1,849,131,528

87,000,000 163,000,000
(4,313,444) (4,445,002)
263,425,185 583,565,777
131,000,000 131,000,000
(240,502) (350,677)

2,541,777,002

2,721,901,626

2020 2019
€ €
339,914,543 273,000,000
95,000,000 57,500,000
- 226,500,000
(1,475,947) (1,158,397)
433,438,596 555,841,603

2,975,215,598

3,277,743,229
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32. DEBT SECURITIES IN ISSUE CONSOLIDATED AND COMPANY (Continued)

Bonds, Promissory Notes and Private Placements

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-20| 31-Dec-19

Description from to €000 €000 €000 €000
Euro bond 27/04/2015 27/04/2020 0.73% 243.9 - - 30,000
Euro bond 21/05/2015 27/04/2020 0.93% 146.7 - - 20,000
Euro bond 04/12/2015 05/10/2020 1.38% 828.0 482.0 - 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 1,414.2 175,000 175,000
Euro bond 15/06/2016 15/06/2021 0.88% 116.2 - 20,000 20,000
Euro bond 29/11/2016 02/02/2022 1.13% 1,360.5 2,109.8 280,000 280,000
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% 129.4 - - 43,000
Euro bond 14/03/2017 09/03/2020 0.73% 60.0 - - 40,000
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% 1,476.0 - 200,000 200,000
Euro bond 20/11/2017 17/02/2020 0.17% 19.7 - - 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% 864.2 555.8 267,000 267,000
Euro bond 11/05/2018 19/03/2021 0.02% 196.2 - 20,000 20,000
Euro bond 15/05/2018 15/05/2025 1.42% 135.0 - 55,000 55,000
Euro bond 22/05/2018 20/01/2021 0.02% 162.2 - 20,000 20,000
Euro bond 28/08/2018 28/08/2024 1.05% 75.0 - 30,000 30,000
Euro bond 16/11/2018 05/10/2023 1.50% 1,611.0 - 300,000 300,000
Euro bond 10/12/2018 17/02/2020 0.14% 10.0 - - 10,000
Euro bond 29/01/2019 29/01/2029 2.24% 345 - 11,500 11,500
Euro bond 28/01/2019 28/01/2022 0.96% 175 - 10,000 10,000
Euro bond 26/02/2019 05/04/2024 1.63% 1,215.0 - 300,000 300,000
Euro bond 16/04/2019 16/04/2029 2.04% 50.0 - 20,000 20,000
Euro bond 25/04/2019 25/04/2024 1.13% 40.0 - 20,000 20,000
Euro bond 15/05/2019 15/05/2026 1.29% 90.0 - 30,000 30,000
Euro bond 27/05/2019 27/11/2024 1.02% 125.0 - 50,000 50,000
Euro bond 12/07/2019|  12/07/2021 3'm'E“0"Zg£/: 450 - 20,000 20,000
Euro bond 09/10/2019 09/10/2026 0.68% 59.6 - 26,500 26,500
Euro bond 10/10/2019 10/10/2022 0.24% 125 - 10,000 10,000
Euro bond 12/11/2019 09/01/2025 0.63% 1,644.0 - 300,000 300,000
Euro bond 04/03/2020 15/02/2030 0.82% 40.0 - 10,000 -
Euro bond 09/04/2020 09/07/2025 3.95% 1,246.0 - 200,000 -
Total 2,496,000 2,559,000

The coupons in the table above were the same in 2020 and 2019.
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Debt issuance programme (Continued)

Nominal Value Value at Value at

Term Coupon
31-Dec-20 31-Dec-20 31-Dec-19
Description from to Yen 000 €000 €000
Yen bond 02/07/2019 02/07/2029 0.95% 7,000,000 55,340 57,405
Yen bond 22/09/2019 20/09/2022 0.50% 1,000,000 7,906 8,201
Total 8,000,000 63,246 65,606
Nominal Value Value at Value at

Term Coupon
31-Dec-20 31-Dec-20 31-Dec-19
Description from to HK$ 000 €000 €000
HK $ bond 13/09/2019 13/09/2029 2.84% 500,000 52,553 57,160
HK $ bond 11/03/2020 11/03/2030 2.50% 300,000 31,532 -
Total 800,000 84,085 57,160
Nominal Value Value at Value at

Term Coupon
31-Dec-20 31-Dec-20 31-Dec-19
Description from to SEK 000 €000 €000
SEK bond 11/10/2019 11/10/2021 0.65% 250,000 24915 23,931
Total 250,000 24915 23,931

The coupons in the tables above were the same in 2020 and 2019.
Bonds with a nominal amount of €273m (2019: €27 1m) were repaid in 2020.

Two euro bonds with a nominal value of €210m (2019: €798m) were issued in the current year
under the Debt Issuance Programme to provide funding for the GRENKE AG Group’s leasing
activities. In addition €nil (2019: €157m) was added to bonds already issued. The fees,
discounts and payments for these two bonds issued were €1.3m (2019: €2m) and net proceeds
were therefore €208.7m (2019: €796m).

A Hong Kong $300m bond was issued in respect of which €35.2m was received when the
proceeds of the bond were converted into €. The fees for the Hong Kong $ bond were €21k.

Under the terms of cross-currency swaps put in place when the foreign currency bonds were
issued €182m will be repayable when the bonds mature. Under the terms of the foreign
currency swaps the following amounts will be payable annually to pay interest, foreign currency
swap fees and bond fees on the foreign currency bonds. The € amounts payable will not
change over the life of the foreign currency bonds under the terms of foreign currency swaps.
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Effective

Foreign Currency Interest
Bond Euro Proceeds Annual Payment Rate Final Payment

€ €
¥7,000,000,000 57,556,323 959,464 1.67% 02/07/2029
¥1,000,000,000 8,412,127 40,799 0.49% 20/09/2022
HK$500,000,000 57,745,589 561,691 0.97% 13/09/2029
SEK 250,000,000.00 23,136,366 71,723 0.31% 11/10/2021
HK$300,000,000 35,238,565 338,290 0.96% 11/03/2030
182,088,970

The net amount received in respect of € and foreign currency bonds was €244m (2019: €828m)
after discounts of €1.3m (2019: €1.6m). 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 €5bn at any time.
These bonds are listed on the Luxembourg Stock Exchange. The programme was updated
with effect as of 17 February 2020, with an increase in the nominal value of bonds the Company
is allowed to issue of €3.5bn to €5bn. The programme was approved by the Finance Sector
Supervisory Committee (“Commission de Surveillance du Secteur Financier”: CSSF).
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Promissory loan note (PLN)

Nominal Nominal
Term Coupon Discount Value Value
31-Dec-20 31-Dec-19
Description from to €000 €000 €000
€-PLN 06/12/2010  30/06/2020 4.85% - - 750
€-PLN 06/12/2010  30/06/2020 4.85% - - 750
€-PLN 211212012 211212020 2.80% - - 1,000
€-PLN 28/03/2013|  05/01/2020] " relonged - - 20,000
0.77%
€-PLN 18/07/2014|  17/07/2020 Pro'gggsi/do - - 25,000
€-PLN 25/07/2015|  25/07/2022 Pro'gr;g;/do - 10,000 10,000
€-PLN 04/09/2015|  04/09/2022 Pro'g’gggi/do - 20,000 20,000
€-PLN 29/03/2016|  28/03/2022 P"g;lggiz 15 10,000 10,000
€-PLN 29/04/2016|  29/04/2026 2.35% 385 11,000 11,000
€-PLN 20/10/2016]  20/10/2026 1.70% 80 20,000 20,000
€-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 201172017 20/11/2020 0.52% - - 10,000
€-PLN 05/02/2018|  05/02/2021 0.62% - 25,000 25,000
€-PLN 05/02/2018|  05/02/2021 0.63% - 10,000 10,000
€-PLN 05/02/2018|  05/02/2021 0.65% - 10,000 10,000
€-PLN 14/02/2018]  14/02/2028 1.98% 44.8 10,000 10,000
€-PLN 14/02/2018]  14/02/2028 2.00% 13.45 5,000 5,000
€-PLN 14/02/2018]  14/02/2028 2.13% 5,000 5,000
€-PLN 24/0412018|  24/04/2028 1.87% 407.25 45,000 45,000
€-PLN 06/07/2018|  06/07/2023 0.82% 25 10,000 10,000
€-PLN 06/07/2018|  15/12/2027 1.77% 20 5,000 5,000
€-PLN 15/08/2018]  15/08/2023 0.92% - 8,000 8,000
€-PLN 03/09/2018|  03/09/2021 0.47% - 10,000 10,000
€-PLN 15/11/2018]  15/11/2021 0.95% - 30,000 30,000
€-PLN 250172019  25/01/2029 2.28% 40 10,000 10,000
€-PLN 19/03/2020]  05/01/2023 0.96% - 19,000 -
Total 313,000 351,500

The coupons in the table above were the same in 2020 and 2019.

All promissory notes are bullet debt securities and are subject to constant rating. Promissory
notes with a par value of €19m (2019: €10m) were issued in the current year. The discount on
the promissory was € Nil (2019: €40k). Promissory notes with a par value of €57.5m (2019:
€65m) were repaid in the current 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
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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 to the Statement of Profit and Loss over the term of the debt
securities.

Commercial Paper Programme

Nominal Nominal

Term Value Value

Discount Payment 31-Dec-20 31-Dec-19

Description From To € 000 € 000 € 000 € 000
g:g;r:]ermal 24/01/2019 23/01/2020 15.15 i 15,000
g;’,'};f‘em'a' 13/02/2019 12/02/2020 5.0 ) i >000
g:g;rrnercnal 25/04/2019 22/04/2020 6.05 ) ) 10,000
g;lr?emal 17/05/2019 15/05/2020 2.43 ) i 4000
g:;:ar:erual 31/05/2019 03/02/2020 0.69 ) ) 5000
g:g;r:]ermal 11/07/2019 09/07/2020 12.13 ) i 20,000
g;’;“eTem'a' 15/07/2019 10/07/2020 0.80 ) i 2000
g:g;rrnercnal 31/07/2019 31/01/2020 ) ) ) 5000
g;’;“eTem'a' 08/08/2019 05/08/2020 0.50 i 2500
g:;;?emal 08/08/2019 10/02/2020 ) 0.52 ) 10,000
g:g;r:]ermal 12/08/2019 10/08/2020 1.01 ] i 5000
g;’,'};f‘em'a' 22/08/2019 20/08/2020 1.01 ) i >000
g:g;rrnercnal 28/08/2019 07/04/2020 ) ) ) 5,000
gz:er:\erdal 28/08/2019 28/01/2020 B ] ) 10,000
g:[r)r;r:\erual 28/08/2019 26/08/2020 2.02 ) ) 10,000
g:?er:lermal 04/09/2019 04/03/2020 . ) ] 20,000
g;’;“ef'm'a' 09/09/2019 04/09/2020 3.01 ) i 15,000
g:g;rrnercnal 16/09/2019 16/03/2020 ) ) ) 5000
gz:er:\erdal 16/09/2019 16/01/2020 B ] ) 13,000
g:;;r:ermal 17/12/2019 31/01/2020 ) 2.00 ) 20,000
g::er?erc'al 17/12/2019 17/01/2020 . 1.55 ) 20,000
g;’;“eTem'a' 23/12/2019 23/01/2020 . 258 ) 20,000
Total - 226,500

The discounts represent the amount by which the commercial paper was issued below its
nominal value. The payments (negative discounts) represent the amount by which the
commercial paper was issued above its nominal value. The nominal value is the amount
repayable at maturity.
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The discounts and payments are released to the Statement of Profit and Loss over the term of
the Commercial paper.

Cash raised under the commercial paper programme has no coupon. Eight commercial papers
with a nominal value of €70m (2019: €451.5m) were issued between a discount of -0.18%
(2019: -0.15%) and a discount of -0.04% (2019: 0.1%) in 2020. The net cash proceeds were
€70m (2019: €451.5m).

Commercial papers with a nominal value of €296.5m (2019: €527.5m) was repaid in 2020.

33. AMOUNT OWED TO GRENKE BANK AG CONSOLIDATED AND COMPANY

Resstated
2020 2019
€ €
Amount due after one year:
Amount owed to GRENKE Bank AG 555,561,982 389,791,060
Amount due in less than one year:
Amount owed to GRENKE Bank AG 316,974,615 211,867,884

The 2019 comparative with respect to the amount owed to GRENKE BANK AG was included
on the face of the statement of financial position in the balance amount owed to Grenke AG
Group undertakings and the accompanying note disclosure provided details of the amount
owing to GRENKE BANK AG in the prior year financial statements. In order to assist the reader
of the accounts it has been decided to disclose the amounts owed to GRENKE BANK AG
separately on the face of the statement of financial position and consequently the 2019
comparative has also been disclosed separately.

The amounts due to GRENKE Bank AG are in respect of proceeds received for the sale of
lease instalments. The lease instalments 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 instalments are paid to Grenke Bank AG by the Group and Company.
Interest is payable on the balances due to GRENKE Bank AG at an average rate of interest of
1.52% (2019: 1.57%).

The lease instalments sold to GRENKE Bank AG remain on the Statement of Financial Position
because the Group and Company has not transferred the contractual rights to receive the lease
instalments which secure the loans from Grenke Bank AG because:

e Grenke Bank AG has no right to replace the Group and Company as the servicer of
the lease instalments sold; and

e the Group and Company is able unilaterally to significantly change the performance of
collecting the lease instalments by changing the method of collection, changing
reminder intervals, appoint or not appoint a professional debt collector, decide when to
terminate leases due to non payment.
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And it has retained substantially all of the risks and rewards of the asset ownership because:

in the event of a lessee not paying lease instalments which have been sold to Grenke
Bank AG, the Group and Company is still obliged to pay the equivalent amount of the
lease instalment not collected from the lessee to Grenke Bank AG. The obligation to
pay the equivalent of the lease instalments not collected to the Grenke Bank AG only
ceases from the date the contract is terminated;

is able to release the security held by Grenke Bank AG on any lease at any time by
paying the amount due to Grenke Bank AG in respect of that securitised lease. The
Group and Company does not require the consent of Grenke Bank AG to do this;
remains entitled to any proceeds from the sale of the lease object on termination;
remains entitled to any secondary rentals generated by the lease object at the end of
the lease;

is paid more interest on the lease than it pays on the amounts due to Grenke Bank AG;
and

pays a guarantee fee to Grenke Bank AG to take the risk of impairment on the lease
securitised by Grenke Bank AG.

The amounts due to GRENKE Bank AG are a refinancing liability and the sale of the lease
instalments is to securitise that refinancing liability.

The tables below show the amounts due to GRENKE Bank AG and the carrying 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.

2020 2019

€ €

Amount due to GRENKE Bank AG 872,536,597 601,658,944
Net present value of lease receivables sold to GRENKE

Bank AG recognised as an asset 911,984,329 621,524,598

Net difference (39,447,732)

(19,865,654)

34. AMOUNT OWED TO GRENKE AG GROUP UNDERTAKINGS

Restated

2020 2019

€ €

Amount due on current account 7,400,426 75,693,531
Amount due on cash pool accounts 34,197,653 8,325,904
41,598,079 84,019,435

The 2019 comparative has been reduced by €601,658,944 due to the amount owed to
GRENKE BANK AG being included on the face of the statement of financial position separately.

Please see note 33.

In order to assist the reader of the accounts it has been decided to

disclose the amounts owed to GRENKE BANK AG separately on the face of the statement of
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financial position and consequently the 2019 comparative has been reduced by the amount
owed to GRENKE BANK AG.

The amounts due on current account are the intergroup account balances with GRENKE AG
Group companies. The intergroup account balances of €7,400,426 (2019: €75,693,531) 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.

The cash pool amounts of €34,197,653 (2019: €8,325,904) 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.

35. ASSET BASED FINANCIAL LIABILITIES CONSOLIDATED

2020 2019

€ €

Amount due after one year 193,991,620 220,830,423
Deferred set up costs (57,399) (158,609)
193,934,221 220,671,814

Amount due in less than one year 157,296,595 143,718,427
Deferred set up costs (99,824) (99,824)
157,196,771 143,618,603

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

The following consolidated special purpose vehicles were in place at the year end date FCT
"GK"-COMPARTMENT "G 2" and Elektra Purchase No. 25 Designated Activity Company
(UniCredit is the sponsoring bank) (FCT GK 2), FCT GK 3 (HSBC is the sponsoring bank) and
FCT "GK"-COMPARTMENT "G 4" (Landesbank Hessen-Thuringern Girozenrale (HeLeBa) is
the sponsoring bank) (FCT GK 4).

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 net present value of the lease receivables that have been sold to the SPV, for FCT GK 2
is €143m (2019: €200m).

FCT GK 2 is refinanced through the issue of FCT notes which are exclusively subscribed by
Special Purpose Vehicle Elektra Purchase No. 25 Designated Activity Company. 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
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Designated Activity Company. 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 cash flow payment due to FCT GK 2 is shown as
a liability.

The FCT GK 3 programme volume, that is the net present value of the lease receivables that
could have been sold to the SPV, was €192.8m (2019: €192.8) of which €124m (2019: €145m)
had been utilised at 31 December 2020. The Group and Company have opted to enter the
final amortisation period for FCT GK 3, consequently no more lease receivables will be sold to
FCT GK 3.

The FCT GK 4 programme volume, that is the net present value of the lease receivables that
may be sold to the SPV, is €150m of which €150m (2019: €93m) had been utilised at 31
December 2020.

FCT GK 4 is refinanced through the issue of FCT notes, which are exclusively subscribed by
Special Purpose Vehicle Opusalpha Purchaser Il Limited. Therefore, the FCT GK 4 serves the
sole purpose of the securitisation of French lease receivables within the Asset Backed
Commercial Paper (ABCP) programme through Opusalpha Purchaser Il 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 cash flow payment due to FCT GK 4 is shown as a liability.

The Special Purpose Vehicle Opusalpha Purchaser Il Limited was put in place for the purpose
of participating in asset backed securitization programs and HeLaBa was the initiating bank.

Professional fees of €299,194 were incurred in setting up FCT GK 4. These fees have been
classified as deferred set up costs and will be amortised to the statement of profit or loss from
the date that the first lease receivables were sold to FCT GK4, which was 6 August 2020, and
the earliest date that the programme may be terminated which is 5 August 2022.

The SPVs are refinanced by issuing commercial paper, usually with a term of one month, on a
revolving basis. The interest on the commercial paper 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 April 2026 for FCT GK 2 and August 2027 for FCT
GK 4. The option to terminate FCT GK 3 has been taken and if the existing lease receivables
held by FCT GK 3 are not bought back by the company at an earlier stage the last lease
receivables will mature in February 2025.
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2020 2019
€ €
Amount due after one year 243,978,507 264,970,624
Deferred set up costs (57,399) (158,609)
243,921,108 264,812,015
Amount due in less than one year 172,335,025 172,947,015
Deferred set up costs (99,824) (99,824)
172,235,201 172,847,191

The Company sold French lease receivables contracts to special purpose vehicles (SPV) put
in place by Unicredit Bank AG, HSBC and HelLaBa (FCT GK 4). 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 SPVs
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 SPVs 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 subordinated loans equal to
22.2% (2019: 22.2%) with FCT GK 3 (HSBC), 15.29% (2019: 14.65%) with FCT GK 2
(Unicredit) and 7.5% with FCT GK 4 (HeLaBa) of the amount due to the SPVs. The Company
is also required to provide additional loans equal to 2% of the amount due to each of the three
SPVs for the cost of funding (“funding cost loan”).

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 subordinated loans and
funding cost loans 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 22 of the financial statements.

The Company has opted to enter the final amortisation period for FCT GK 3, consequently no
more lease receivables will be sold to FCT GK 3. In the final amortisation period all proceeds
from lease instalments paid to FCT GK 3 will be utilised first for the repayment of the Senior
FCT Senior Units. When the FCT Senior Unit Subscriber has been fully repaid the
subordinated loan and reserve account in FCT GK 3 will be repaid.
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Resstated
2020 2019
€ €

Amount due after one year:
European investment bank loan 10,000,000 -
Cash held in trust 10,862,253 7,908,928
Revolving credit facility drawn down - 45,000,000
10,862,253 52,908,928

The 2019 comparative figure included reserves of €30,000 in the prior year financial statements
which were disclosed as reserves in the notes to the accounts. This amount has been included
separately on the face of the statement of financial position in the current year in order to assist
the reader of the accounts. Please see note 30.

The Group and Company has one loan of €10m provided by the European Investment Bank
(EIB) at an interest rate of 0% which is repayable on 17 March 2023. The EIB have granted
this loan at an interest rate of 0% on condition that the funds are used to finance leases
provided to companies with annual turnover less than €500m and that the lessee will gain a
financial advantage which shall be paid by the Group and Company in a lump sum at the
beginning of the lease contract. The Group and Company has financed new lease equipment
with a value of €20,605,319 at the commencement of the lease and has paid €267,782 to the
lessees as a financial advantage at the commencement of the lease. The Group and Company
drew down a further €90m from the European Investment Bank on 6 April 2020 at a rate of
0.7% with the same obligations to provide any finance savings to the end lessee. The Group
and Company decided not to utilise these funds to provide financial advantages to lessees at
the commencement of the lease and therefore repaid the €90m to the European Investment
Bank on 6 October 2020.

The Group and Company is holding cash on trust of €10.8m (2019: €7.9m) at 31 December
2020 for Coral Purchasing (Ireland) 2 DAC (2019: Coral Purchasing (Jersey) Limited) which is
a special purpose vehicle which buys lease receivables from the Company’'s parent GRENKE
AG and to whom the Company provides subordinated loans. The bank account where the
cash is held is included as restricted cash in cash and cash equivalents and details are set out
in note 31. The asset in cash and cash equivalents and the liability in bank loans and cash
held on trust net to zero in 2020 and 2019.

The Group and Company has one overdraft bank facility for a total of €56m (2019: €5m), with
one German Bank. The Group and Company has not drawn down on this facility at the
reporting date.

The Group and Company has seven (2019: eight) revolving credit facilities with seven German
banks. The total volume of those facilities is €300m (2019: €330m). Over the one-year term of
the agreement, minimum amounts of €5m can be drawn at any time. During the year €65m
(2019: €365m) was drawn down on these revolving credit facilities at interest rates between
0.59% (2019: 0.69%) and 0.48% (2019: 0.52%) of which € Nil (2019: €45m) was payable at 31
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December 2020. €110m (2019: €395m) of the amounts drawn down on the revolving credit
facilities were repaid during the year ended 31 December 2020.

The Group and Company also has one (2019: one) money market line of €35m (2019: €35m)
with one German Bank which it can draw down at any time subject to agreement by the bank.
During the year €15m (2019: €47m) was drawn down on money market lines at an interest rate
of 0.05% (2019: between 0.05% and 0.2%) of which nil (2019: €nil) was payable at 31
December 2020. €15m (2019: €47m) of the amounts drawn down on money market lines were
repaid during the year ended 31 December 2020.

38. LEASE LIABILITIES CONSOLIDATED AND COMPANY

2020 2019

€ €

Lease liabilities due in greater than one year 490,135 754,104
Lease liabilities due within one year 263,019 260,400

The Group and Company has only four leases. The leases are in respect of Units 209/210,
Unit 310, Unit 306/307 and Unit 410/411, Q House, Furze Road, Sandyford Industrial Estate,
Dublin 18. The Group and Company has an option to terminate all four of the leases on 6
November 2023.

These lease liabilities are accounted for in accordance with IFRS 16. Details of the right of use
assets related to these lease liabilities are included in note 19.

The lease liabilities at the time of first application were discounted using individual marginal
borrowing rates as of January 1, 2020. The weighted average marginal borrowing rate as of
January 1, 2020 was 1.17% per annum.

On initial application of IFRS 16 as of 1 January 2020, a liability of €1,273,238 was recognised.
Rental payments of €270,662 (2019: €270,673) have been offset in 2020 against the initial
liability and an interest charge of €9,227 (2019: €11,939) has been added to the liability to
arrive at the lease liability as of 31 December 2020 of €753,154 (2019: €1,014,504).
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39. DEFERRED INCOME CONSOLIDATED AND COMPANY

Amounts due after one year

Deferred income on financial guarantee

Amounts due within one year
Deferred income on financial guarantee
Deferred interest income

Restated

2020 2019

€ €
93,363 476,052
Restated

2020 2019

€ €
367,573 1,090,073
14,383 5,667
381,956 1,095,740

In the 2019 financial statements the 2019 comparatives above were included in accruals and
deferred income. The deferred income has been disclosed separately in the 2020 financial
statements in order to assist the reader of the accounts. The comparative amounts disclosed
above were included in the disclosure note accruals and deferred income in the prior year

financial statements.

The deferred income on financial guarantee is explained in note 51 to the financial statements.

40. ACCRUALS CONSOLIDATED AND COMPANY

Other accrued expenses
Trade creditors

Social welfare tax payable
Accrued interest

Irish vat

Restated

2020 2019

€ €

1,362,477 2,094,237

8,962,829 5,939,195

38,641 37,570

25,325,517 18,894,236
22,947 -

35,712,411 26,965,238

In the 2019 financial statements the accruals were combined with the deferred income which
is disclosed as the comparative in note 39. The 2019 deferred income has been disclosed
separately in the 2020 financial statements in order to assist the reader of the accounts. Details

of the 2019 deferred income are provided in note 39.
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41. CALLED UP SHARE CAPITAL CONSOLIDATED AND COMPANY

2020 2019
€ €
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

42. CASH FLOW HEDGE RESERVE

The following table shows the reconciliation of the cash flow hedge reserve

2020 2019
€ €

Balance at 1 January (2,196,819) (10,819)
Gains/(losses) arising during the year
- Cross currency swaps (9,168,220) (2,641,512)
- forward exchange contracts (7,763,335) -
- interest rate swaps (26,661) 42,351
Reclassified into the statement of profit and loss
- Cross currency swaps 9,690,379 104,201
- forward exchange contracts 7,840,289 -
- interest rate swaps - (3,325)
Taxes on unrealised gains/losses and on reclassifications (71,555) 312,285
Balance at 31 December (1,695,922) (2,196,819)

43. TRANSACTIONS WITH OWNERS OF THE COMPANY CONTRIBUTIONS AND
DISTRIBUTION

2020 2019
€ €
Distribution 90,000,000 55,000,000

The Group and Company paid a dividend to its parent company Grenke AG on 22 December
2020 (2019: 19 December 2019).
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44. CURRENCY TRANSLATION

Currency translation was based on the following rates:

Exchange Average Rate Exchange Average Rate

31-Dec-20 2020 31-Dec-19 2019
CHF 1.0802 1.0705 1.0854 1.1124
CZK 26.2420 26.4550 25.4080 25.6700
SEK 10.0343 10.4848 10.4468 10.5891
DKK 7.4409 7.4542 7.4715 7.4661
PLN 4.5597 4.4430 4.2568 4.2976
GBP 0.8990 0.8897 0.8508 0.8778
HUF 363.8900 351.2500 330.5300 325.3000
RON 4.8683 4.8383 4.7830 4.7453
AED 4.4903 4.1855 4.1244 4.1130
CAD 1.5633 1.5300 1.4598 1.4855
CLP 868.6600 902.5793 845.1700 787.3257
SGD 1.6218 1.5742 1.5111 1.5273
AUD 1.5896 1.6549 1.5995 1.6109
JPY 126.4900 121.8458 121.9400 122.0058
HKD 9.5142 8.8587 8.7473 8.7715
uUsSD 1.2271 1.1422 N/A N/A

No 2019 rates for the USD are included in the comparatives because there were no USD
foreign currency balances throughout 2019.

45. RECONCILIATION OF LIABILITIES FROM FINANCING ACTIVITIES TO THE
CONSOLIDATED STATEMENT OF CASH FLOWS

Amount owed

European

Debt securities to Grenke Asset Based ~ Revolving Money market investment

in issue Bank AG Liabilities credit facilities lines bank
Year 2020 2020 2020 2020 2020 2020
Accounting Note note 32 note 33 note 35 note 37 note 37 note 37

€ € € € € €

Non-current 2,721,901,626 389,791,060 220,671,814 -
Current 555,841,603 211,867,884 143,618,603 45,000,000
Opening Balance 3,277,743,229 601,658,944 364,290,417 45,000,000
Cash outflows (627,000,000) (357,274,390) (217,810,790) (110,000,000) (15,000,000) (90,000,000)
Cash inflows 332,774,455 628,152,043 204,550,155 65,000,000 15,000,000 100,000,000
Non cash movements
Amortisation of discounts 1,388,293 -
Deferral of transaction costs 101,210
Fair value movements -
Foreign exchnage (9,690,379)
Closing Balance 2,975,215,598 872,536,597 351,130,992 10,000,000
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45. RECONCILIATION OF LIABILITIES FROM FINANCING ACTIVITIES TO THE
CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

Cross currency Interest rate

Lease Liabilites swaps swaps

Year 2020 2020 2020
Accounting Note note 38 note 27 note 27

€ € €
Non-current 754,104 - -
Current 260,400 2,641,512 (26,661)
Opening Balance 1,014,504 2,641,512 (26,661)
Cash outflows (261,350) - -

Cash inflows - - -

Non cash movements

Amortisation of discounts - - -
Deferral of transaction costs - - -

Fair value movements - 9,217,120 26,661
Foreign exchnage - - -

Closing Balance 753,154 11,858,632 -

Amount owed

Debt securities to Grenke Asset Based  Revolving Money market

in issue Bank AG Liabilities credit facilities lines Lease Liabilites
Year 2019 2019 2019 2019 2019 2019
Accounting Note note 32 note 33 note 35 note 37 note 37 note 38

€ € € € € €

Non-current 1,931,639,251 299,919,319 183,104,567 - - -
Current 646,889,199 173,787,828 105,544,405 75,000,000 - 1,273,238
Opening Balance 2,578,528,450 473,707,147 288,648,972 75,000,000 - 1,273,238
Cash outflows (863,500,000) (248,041,893) (160,717,361) (395,000,000) (47,000,000) (258,734)
Cash inflows 1,561,331,562 375,993,690 236,617,239 365,000,000 47,000,000 -
Non cash movements
Amortisation of discounts 1,536,317 - - - - -
Deferral of transaction costs - - (258,433) - - -
Fair value movements - - - - - -
Foreign exchnage (153,100) - - - - -
Closing Balance 3,277,743,229 601,658,944 364,290,417 45,000,000 - 1,014,504
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45. RECONCILIATION OF LIABILITIES FROM FINANCING ACTIVITIES TO THE
CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

Cross currency Interest rate

swaps swaps
Year 2019 2019
Accounting Note note 27 note 27

€ €

Non-current -
Current - 12,365
Opening Balance - 12,365

Cash outflows
Cash inflows

Non cash movements

Amortisation of discounts

Deferral of transaction costs -

Fair value movements 2,641,512 (39,026)
Foreign exchnage -

Closing Balance 2,641,512 (26,661)

46. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY
Financial Risk Strategy

Business Model of the Group and Company

As a small-ticket IT leasing company, Group and Company offers lease contracts to B2B
customers. The lease portfolio, i.e. all lease contracts in their entirety, has fixed contractual
terms over the duration of each individual contract. Upon inception 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 interest).

The Group and Company also provides fixed interest rate loans to GRENKE AG Group
Companies and GRENKE AG Franchisees.

The Group and Company also offer a cash pooling arrangement to some GRENKE AG Group
companies where they may place surplus cash on deposit with the Group and Company
overnight and the Group and Company will also place cash on deposit with the participant
GRENKE AG company overnight in the event of a deficit of cash in the participant GRENKE
AG company. Interest is charged when there is a cash deficit in the GRENKE AG participant
Company and paid when there is a cash surplus in the participant GRENKE AG Company

The Group and 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 structured entities and the Grenke Bank AG.
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46. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY
(Continued)

Financial Risk Strategy (Continued)

Hedging Policy of the Group and Company

Each derivative contract has an underlying economic transaction with a corresponding risk
position. Contracts are only concluded with credit institutions having an investment grade
rating.

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.

All of the Group and Company’s derivatives at the reporting date hedge exposure to
movements in the spot rate of foreign currencies. At the 2019 reporting date in addition to the
derivatives hedging exposure to movements in the spot rate of foreign currencies there was
one interest rate swap hedging exposure to movements in Euribor with a nominal value of
€50m. The interest rate swap matured on 15 September 2020.

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, foreign
exchange spot, forward rates, credit valuation adjustments and debit valuation adjustments
can be observed on the market at all times and may be accessed via external sources of
information such as Bloomberg.

Currency Risk Management

The Group and Company are exposed to currency risks because of its non € denominated
activities and the growing significance of its international markets. Derivatives are used to
mitigate or eliminate these risks. The Group and Company at the reporting date has no
derivatives that are hedging any exposure that may exist in any Company outside the Group
and Company.

Derivative Financial Instruments for Currency Hedging

Forward exchange contracts were and are used to hedge the cash flows from the provision of
finance to international franchise companies in Singapore, Australia, Canada, Chile and the
United States of America, and of the Group companies in Britain, Czech Republic, Sweden,
Hungary, Switzerland, United Arab Emirates and Denmark.

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.

The Group and Company applied hedge accounting for the first time on 1 October 2020 to
some of its forward exchange contracts under IFRS 9. The Group and Company foreign
exchange loss in the Statement of Profit or loss has been increased by €76,954 and Other
Comprehensive Income has been increased by €76,954 due to designating forward exchange
contracts as a hedge of the variability in cash flows of recognised assets. The forward
exchange contracts at the reporting date which have been designated as cash flow hedges
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46. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY
(Continued)

Financial Risk Strategy (Continued)
Derivative Financial Instruments for Currency Hedging (Continued)
hedge foreign currency loans with a value of €415m at the date of the inception of the hedge.

Cross-currency Swaps were used to hedge the foreign currency risk on four foreign currency
bonds that were issued in 2019 and one foreign currency bond issued in 2020 details of which
are set out in note 32. The cross-currency swaps are used as hedging instruments and are
designated as hedges in accordance with IFRS 9 if the appropriate requirements have been
met. As the five cross-currency swaps used in hedge accounting have been proven to be
effective, the changes in their fair value were recognised in other comprehensive income with
a reclassification to the statement of profit and loss to offset the foreign exchange gains and
losses on converting the foreign currency bonds at the spot rate as of 31 December 2020.

Sensitivity
For information on exchange rate sensitivity, please refer to the note 48.

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 interest income by
employing appropriate derivatives.

Interest rate risk for the Group and Company arises from the effects of changes in the market
interest level on the positions of the interest book (interest-bearing asset and liability items) and
the corresponding impact on interest income. This affects the Group and Company’s variable-
interest financial liabilities (mainly ABCP programmes). Since the Group and Company does
not utilise maturity transformation to generate interest income, the effects of future interest rate
developments on the existing portfolio are low.

A change of 100 basis points (bps) in interest rates in the reporting year would have increased
or decreased equity and profit before tax for the year (each before income taxes) by less than
€3.6m. This assessment assumes that all other influential factors, particularly exchange rates,
will remain unchanged.

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 if it is judged to be appropriate with interest rate
derivatives. The Directors have decided that there is no requirement to hedge the variable
interest rate exposure. Please refer to note 48 for details of the Group and Company interest
rate exposure.

Interest rate swaps have been used as hedging instruments and have been designated as
hedges in previous periods in accordance with IFRS 9 if the appropriate requirements have
been met. As all interest rate derivatives used in hedge accounting have now matured, all
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46. DERIVATIVE FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY
(Continued)

Financial Risk Strategy (Continued)
Derivative Financial Instruments for Interest Rate Hedging (Continued)

changes in their clean value (excluding accrued interest) have been recyled from other
comprehensive income.

Sensitivity
For information on interest rate sensitivity, please refer to note 48.

Hedge Effectiveness

IFRS accounting requires documentation and a risk analysis when derivative financial
instruments are employed. The relationship between the critical terms of the underlying
transaction and the hedging instrument determines the effectiveness of a hedging relationship.
By employing derivatives for foreign currency hedging on foreign currency bonds and loans to
Group and Franchise Companies, 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 at inception and prospectively at the end of each quarter using the
"critical terms method". The documentation of each hedging relationship describes the
underlying transaction, hedged risk, hedging relationship, strategy, hedging instrument, and
the hedge effectiveness.

Forward Exchange Contracts and Cross-currency Swaps

The underlying transaction for all forward exchange hedges and cross-currency swaps 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 and the
cross-currency swaps. The hedge may be classified as highly effective because only the actual
cash flows are hedged and never a higher amount. The dates of the financing and the foreign
exchange hedge coincide to ensure the best possible economic hedge of the cash flow risk.

To date, the hedging relationships between the cross-currency swaps and the foreign currency
bonds has proven to be highly effective. The critical terms of the hedging instrument and the
hedged item match. The hedging relationships between the foreign currency loans to group
companies and franchise companies and the forward exchange contracts when there has been
a hedging relationship designated has proven to be highly effective.

Summary

For all derivatives in respect of which hedge accounting has been applied the critical terms of
the hedging instrument and the hedged item match and the credit risk of the counterparty to
the hedging instrument does not dominate value changes and therefore the hedge is
considered to be highly effective prospectively.
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47. FAIR VALUE OF FINANCIAL INSTRUMENTS CONSOLIDATED

Fair value measurement of financial instruments

The fair values shown are computed using the market information available at the balance
sheet date through appropriate measurement methods, e.g. discounted cash flow models. In
the latter case, amounts were discounted at 31 December 2020 and at 31 December 2019 on
the basis of the following interest rates:

2020 2019

% %

Interest rate for 3 months -0.310% Not used
Interest rate for 6 months 0.449% Not used
Interest rate for 1 year 0.781% -0.269%
Interest rate for 2 years 1.650% 0.037%
Interest rate for 3 years 2.160% 0.383%
Interest rate for 4 years 2.561% 0.700%
Interest rate for 5 years 2.821% 0.961%

Interest rates taken from interest rate curves were adjusted, where necessary, to take account
of the credit quality and risk of the underlying financial instrument. Derivative financial
instruments are measured at their fair value. The fair values of derivative financial instruments
are determined using measurement models, as a consequence of which there is a risk that the
amounts calculated could differ from realisable market prices on disposal. Observable financial
market prices are taken into account in the measurement of derivative financial instruments.
The valuation takes into account the Company’s own default risk and that of counterparties in
the form of credit default swap (CDS) spreads which have appropriate terms and which can be
observed on the market.

Financial instruments measured at fair value are allocated to different levels:
1. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date;
2. Level 2 inputs are inputs other than quoted prices included within level 1 that are
observable for the asset or liability, either directly or indirectly;
3. Level 3 inputs are unobservable inputs for the asset or liability.

There were no reclassifications within the level hierarchy either in the financial year 2020 or in
the Financial year 2019.

Where the fair value is required for a financial instrument for disclosure purposes, the
discounted cash flow method was used, taking account of the Grenke AG Group’s credit risk.
These fair values are allocated as Level 2.

Fair Value of Primary Financial Instruments

The following table presents the carrying amounts and fair values of financial assets and
financial liabilities of the Group and Company 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, non performing lease receivables, trade
receivables, credit support accounts, cash and cash equivalents, amounts due to group
undertakings except amounts due to GRENKE Bank AG, and trade payables. All primary
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47. FAIR VALUE OF FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY

(Continued)

Fair Value of Primary Financial Instruments (Continued)

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 €2,668,245,491 (2019: €2,705,697,305) and their fair value amounted to

€2,501,540,733 (2019: €2,763,528,339).

Carrying Carrying

Consolidated Fair Value Amount Fair Value Amount

31-Dec-20 31-Dec-20 31-Dec-19 31-Dec-19

€ € € €

Financial assets
Lease receivables (performing) 1,930,236,840 1,850,468,647 1,998,759,032 1,941,376,904
Amounts due from Grenke
AG Group undertakings 2,139,163,655 2,153,596,490 2,235,272,895 2,235,272,895
Amounts due from Grenke
AG Group franchisees 141,066,990 140,855,811 134,620,895 134,620,895
Subordinated loans 25,827,019 25,943,283 37,456,947 37,456,947
Financial liabilities
Debt securities in issue 2,804,459,482 2,975,215,598 3,365,447,191 3,283,697,305
Amounts owed to Grenke
Bank AG 867,655,955 872,536,597 624,568,956 601,658,944
Asset based financial liabilities 347,104,583 351,130,992 373,399,369 364,290,417
Bank loans and cash held on
trust 20,485,109 20,862,253 52,938,928 52,908,928

Fair Values of Subordinated Loans and Derivative Financial Instruments
At the end of the reporting period, all derivative financial instruments, which include interest
rate derivatives (interest rate swaps), cross-currency swaps and forward exchange contracts,
are recognised at fair value by the Group and Company. Forward exchange contracts are
recognised without hedging relationship. All subordinated loans and derivative financial
instruments are assigned to level 2 of the fair value hierarchy.
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(Continued)

Fair Values of Subordinated Loans and Derivative Financial Instruments (Continued)

Carrying Carrying
Fair Value Amount Fair Value Amount
31-Dec-20 31-Dec-20 31-Dec-19 31-Dec-19
€ € € €
Financial assets
Subordinated loans 22,099,466 22,179,711
Interest rate derivatives with
hedging relationship - - 27,661 27,661
Cross currency swaps with
hedging relationship 1,764,528 1,764,528 592,039 592,039
Forward exchange contracts
with hedging relationship 2,068,676 2,068,676 - -
Forward exchange contracts 1,539,016 1,539,016 2,030,005 2,030,005
Total 27,471,686 27,551,931 2,649,705 2,649,705
Carrying Carrying
Fair Value Amount Fair Value Amount
31-Dec-20 31-Dec-20 31-Dec-19 31-Dec-19
€ € € €
Financial Liabilities
Cross currency swaps with
hedging relationship 13,623,160 13,623,160 3,233,551 3,233,551
Forward exchange contracts
with hedging relationship 8,458,371 8,458,371 - -
Forward exchange contracts 1,019,229 1,019,229 10,355,170 10,355,170
Total 23,100,760 23,100,760 13,588,721 13,588,721

The Group and Company provide subordinated loans to special purpose vehicles which
provide credit enhancement to senior investors in special purpose vehicles which buy lease
receivables from the Group and Company’s parent Grenke AG. The fair value of the
subordinated loans is measured by applying Euro cost of borrowing plus the Grenke AG risk
of default to the projected future cash flows from the subordinated loans.

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 quoted market prices available.
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(Continued)

Fair Values of Subordinated Loans and Derivative Financial Instruments (Continued)

Fair values of forward exchange contracts, cross-currency swaps and interest rate derivatives
are determined based on valuation models, which include observable input parameters.

Forward exchange contracts and cross-currency swaps 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 value 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 cross-currency contracts. 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 their own credit risk using a so-
called "add-on method", including the coupons.

124



GRENKE FINANCE PLC

NOTES TO THE FINANCIAL STATEMENTS

at 31 December 2020

47. FAIR VALUE OF FINANCIAL INSTRUMENTS CONSOLIDATED AND COMPANY

(Continued)

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:

Type and level

Measurement method

Input parameters

FAIR VALUE HIERARCHY LEVEL 1

Exchange-listed bonds

n/a

quoted market price as per the reporting date

FAIR VALUE HIERARCHY LEVEL 2

Forward exchange contracts

market-to-market
discounted present value of estimated

future cash flows

available interest rates at the end of the term in the
traded currencies using the own counterparty risk
(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
discounted present value of estimated

future cash flows

available interest rates at comparable conditions and
residual terms using the own counterparty risk DVA
(Debt Value Adjustment) or the counterparty's credit
risk CVA (Credit Value Adjustment) derived from

available credit default swap (CDS) quotes

Cross-currency swaps

market-to-market
discounted present value of estimated

future cash flows

available interest rates at the end of the term in the
traded currencies using the own counterparty risk
(Debt Value Adjustment [DVA]) or the counterparty's
credit risk (CVA [Credit Value Adjustment]) derived

from available credit default swap (CDS) quotes

Subordinated loans

Discounted present value of estimated

future cash flows

Available interest rates at comparable conditions and

residual terms using the counterparty’s credit risk.

Other financial assets

Discounted present value of estimated

future cash flows

Available interest rates at comparable conditions and

residual terms using the counterparty’s credit risk.

Financial liabilities (liabilities from the
refinancing of the leasing business,

promissory notes, bank liabilities)

Discounted present value of estimated

future cash flows

Available interest rates at comparable conditions and
residual terms using the own credit risk (Debt Value
Adjustment (DVA)

48. RISK MANAGEMENT OBJECTIVES AND POLICIES OF THE GROUP AND

COMPANY

The exposure of the Company can be broken down into two main categories: financial and
non-financial risks.

Risk Management Framework

The board of directors has overall responsibility for the establishment and oversight of the
Company’s risk management framework. The formal procedures and policies operated by the
Group and Company to cover leasing, banking, foreign exchange and other treasury matters
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48. RISK MANAGEMENT OBJECTIVES AND POLICIES OF THE GROUP AND
COMPANY (Continued)

Risk Management Framework (Continued)

are consistent with objectives and policies for financial risk management within the GRENKE
AG Group. As the Group and Company is dependent on the cash inflow from leases to third
parties and loans to Group companies and Franchisees the principal financial risk facing the
Company is the inability to service its payment obligations due to the inability of counterparties
to service their leases or their loans from the Group and Company. This note presents
information about the Group and Company’s exposure to each of the risks identified by the
board and the Company’s management of these risks.

Solvency

Given its objectives and strategy, the Company is economically interrelated with the parent
company, GRENKE AG. In assessing the general risk profile of the Company, the solvency of
the Grenke AG Group as a whole, headed by GRENKE AG, needs to be considered.

Credit Risk

The amount recognised in the Statement of Financial Position is the maximum credit risk in the
case that counterparties are unable to fulfil their contractual obligations. In the case of
derivative financial instruments, the Company is also exposed to credit risk, which results from
the non-performance of contractual agreement on the part of the counterparty.

The maximum exposure to credit risk at the reporting date was:

2020 2019
€ €

Subordinated Loans 48,042,749 37,456,947
Lease Receivables 1,916,626,669 2,001,790,462
Amounts Due from Group Undertakings 2,153,596,490 2,235,272,895
Amount Due from Franchisees 140,855,811 134,620,895
Dealer receivables 443,230 -
Reserve accounts 16,420,000 10,552,723
Cash and cash equivalents 143,674,377 128,597,887
Derivative assets 5,372,220 2,649,705
Gross Exposure 4,425,031,546 4,550,941,514
Guaranteed by GRENKE AG 1,589,458,714 1,178,431,850
Subordinated Loans (netting with asset based liabilities) 25,728,771 8,716,712
Credit support accounts (netting with liability derivative
positions) 16,420,000 10,552,723
Derivative assets (netting with liability derivative
positions) 5,372,220 2,649,705
Residual maximum exposure 2,788,051,841 3,350,590,524
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Credit Risk — Leasing

Credit risk management is focused on ensuring that prior to entering into new leases the credit
risk is minimised. Strategies to minimise risk include

e entering into a high volume of low value leases

e entering into leases for a short duration

e direct debit payment of lease instalments

e no concentration of industrial sectors

e no concentration of sellers of equipment to be leased

e no geographic concentration

There is an effective credit approval system which means that leases of a relatively small
amount have to be approved by the credit centre and ultimately by the Grenke AG board. The
total exposure of a lessee to the Grenke AG Group is always taken into consideration as part
of the approval process. There is also an annual review carried out of lessees with a modest
overall credit exposure.

The Group and Company also seeks to minimise losses on leases in existence by terminating
leases once two instalments have not been paid with the objective of recovering immediately
all unpaid instalments including lease instalments due after the termination date.

The following sets out the credit profile of new business entered into the new year.

The Group and Company determines the creditworthiness of clients by calculating expected
values for losses. In doing so lessees are assigned a decision value based on a
creditworthiness rating of 1 to 6. Category 1 corresponds to the best possible creditworthiness
and Category 6 is equivalent to the worst. As per December 31, 2020, the average decision
value on new business was 1.99 after 2.16 in the previous year.

New business according to risk category 2020 2019
Percent % %
Class 1 50.65% 45.24%
Class 2 23.44% 25.65%
Class 3 12.39% 12.54%
Class 4 6.49% 6.80%
Class 5 3.82% 3.88%
Class 6 3.21% 5.88%
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Credit Risk — Leasing (Continued)

The distribution of the Group and Company new business according to size can be found in
the following table:

New business by size (based on net acquisition values) 2020 2019
Percent % %
< €2.5k 25.35% 22.76%
€2.5k - €5k 31.32% 31.69%
€5k - €12.5k 28.81% 29.46%
€12.5k - €25k 9.40% 9.81%
€25k - €50k 3.51% 4.06%
€50k - €100k 1.17% 1.58%
€100k - €250k 0.39% 0.55%
> €250k 0.05% 0.08%

The average term of the new business contracted in the reporting period was 50 months (2019:
50 months).

New business by term category 2020 2019
Percent % %
< 36 Months 31.41% 31.02%
37 - 48 Months 14.49% 14.66%
48 - 60 Months 31.69% 30.92%
> 60 Months 22.41% 23.40%

The Group and Company consider the credit risk of its lessees to be a significant business risk.

This risk is evaluated and controlled using statistical models. The Group and Company credit
centre is an additional tool to limit risk. The statistical models utilised by the Group and
Company lead to an expected value of future credit losses, which are taken into account as an
imputed cost of risk in the contribution margin calculation.

Areview of credit risk is performed regularly and at least once per quarter on the basis of actual
loss figures using database reports containing both publicly available data and internally gen-
erated historical data. This system is continually enhanced by the Group and Company.

Target / actual comparisons are carried out continually for all portfolios, in which the initially
expected credit losses are compared with the updated loss expectancy. Findings from this
comparison flow into statistical models, thereby forming a loop system. The plan ensures that
the ongoing costs of operations can still be generated even when the actual losses significantly
exceed the expected losses.

When contracting lease agreements attention is given to achieve the broadest diversified port-
folio possible based on the following:
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Credit Risk — Leasing (Continued)

o Lessees: Diversified portfolio of lessees consisting of business and corporate clients
(B2B). Leases were contracted with 70,356 (2019: 91,753) different lessees of which
the top 10 accounted for 1.93% (2019: 1.87%) of new business and the top 100
accounted for 6.76% (2019: 6.53%) of new business and the average value of new
business contracted with each lessee was €9,905 (2019: €11,274).

¢ Resellers / manufacturers: No individual dependencies

e Leased assets: No significant outstanding residual values (full cost recovery);
maintenance and warranty risks are always borne by suppliers / manufacturers; leased
assets are seen as part of the customer’s value chain

e Categories of lease items: IT products, small machinery and systems and medical
devices

e Lease agreements: A large number of current contracts with an average contract term
of roughly four years and a focus on small tickets below EUR 25k each (95 percent of
all leases)

e Sales channels: Our agents have a variety of sales channels with an extensive network
of resellers, direct business and brokers

e Geographic presence: The Group and Company is represented in eleven European
economies

The majority of finance leases concluded provide for full economic cost recovery. This means
that payments made by the lessee during the basic lease period, including the guaranteed
residual values, exceed the acquisition and contract costs. Accordingly, there are no material
residual value risks in the Group and Company leasing business model. In accordance with
IFRS 16, residual values are calculated for the recognition of lease receivables on a portfolio
basis. Therefore, over the total period, gains / losses from disposals do not contribute a material
amount to earnings.

The revenue that is generated from rentals in the secondary lease period together with
proceeds from the sale of the lease is expected to result in a break-even result from disposals.

The high degree of portfolio diversification is demonstrated by the comparatively low mean
acquisition value per leasing contract of the GRENKE Group. In the past six years, the mean
was about EUR 8,634. A concentration of risk is largely avoided through the Group and
Company’s focus on small-ticket leasing. Within Group and Company, the total exposure to
any single lessee did not exceed 4 percent of the Group and Company’s equity. At the end of
the 2020 fiscal year there were11 borrowers in the leasing business whose exposure exceeded
the limit of EUR 1.5 million. Together they amounted to less than 1.91 per- cent of the total
performing lease receivables. Commitments above a size of EUR 750k are monitored closely,
as are cluster risks of our sales partners with regard to individual resellers or agents.

To determine risk provisions for lease receivables pursuant to IFRS 9, the receivables are
divided into three Stages depending on their respective credit risk. Impairment losses for Stage
1 leases correspond to the expected loss for a twelve-month period. For lease receivables in
Stage 2, impairment losses are recognised in the amount of the expected loss for the entire
remaining contract period. For Stage 3 lease receivables, expected losses are recognised as
impairment. As per December 31, 2020, 86.75 percent of the net receivables of the Leasing
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Credit Risk — Leasing (Continued)

segment were allocated to Stage 1. The net impairment loss on finance lease receivables was
€56.6m (2019: €39.8m).

Country risk at the end of the 2020 fiscal year was concentrated in France which accounted for
63 percent of the total receivables volume of the leasing business. The respective Euler
Hermes’ Country Risk Rating for France is “1”. Of the countries in which the Group and
Company carries out leasing 95.56% of the performing lease receivables are located in
countries with Euler Hermes risk rating of “1”. There are lease receivables outstanding of
€25.5m, 1.34% of total performing lease receivables in Slovenia, which has a Euler Hermes
risk rate of “2”. There are also performing lease receivables of €58.9m outstanding in Romania
and Hungary which make up 3.10% of the total lease receivables outstanding and these two
countries have a Euler Hermes credit risk rating of “3”.

Sensitivity Analysis — Leasing
Change in risk

Change provision
€

Change in provision rates Increase of 1% 1,550,590

Increase of 50%

in cases overdue 747,168
Change in proportion of overdue customers 30 to 90 days

Decrease of 50%

in cases overdue (968,582)
Change in proportion of overdue customers 30 to 90 days

Increase of 20%

in cases overdue 1,869,644
Change in proportion of overdue customers >= 90 days

Decrease of 20%

in cases overdue (170,811)
Change in proportion of overdue customers >=90 days

A 1%-point increase in the provision for credit impaired leases would increase the expected
credit loss allowances on non performing lease receivables by €1,550,590

If our customers’ expected payment behaviour deteriorated to the extent that as per the
reporting date we would observe 50% more cases with 30 to 90 days overdue, we would be
required to increase our risk provisions by around €747,168 based on our total receivables as
per December 31, 2020. In contrast, risk provisions would be reduced by €968,582
based on the Stage of receivables as per the reporting date if our customers’ expected payment
behaviour improved to such an extent that we would observe 50% fewer cases with 30 to 90
days overdue per the reporting date.

Alternatively, if the payment behaviour of lessees deteriorated to the extent that we would
observe 20% more non-terminated cases with 90 or more days overdue, we would have to
increase risk provisions by around €1,869,644 based on our total receivables as per December
31, 2020. Risk provisions would be reduced by €170,811 based on the Stage of receivables
as per the reporting date if we would observe 20% fewer cases of non-terminated lease
receivables with 90 or more days overdue.
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Credit Risk — Leasing (Continued)
Sensitivity Analysis — Leasing (Continued)

If the country risk in the two major markets — France and Spain — were to increase, resulting in
an increase in the average expected credit loss in these countries of 10%, this would lead to
an increase in risk provisions of €3,808,834, based on the lease receivables portfolio as per
December 31, 2020. A reduction in the average expected credit loss in the these markets
associated with a 10% lower average probability of default would lead to a reduction in risk
provisions of €3,808,834 based on the lease receivables portfolio as per December 31, 2020.

A global recovery of the GDP growth of 2% in the countries in which the Group and Company
lease would result in a reduction of the expected credit losses of €1,915,517.

Credit Risk - Amounts due from Group Companies and Franchisees

The counterparty for the Group and Company amounts due from Grenke AG undertakings and
franchisees is the specific group or franchise company. The specific group and company will
be able to repay the loan provided by the Group and Company if it does not have a major
default in its portfolio of lease receivables or invoices purchased. Therefore, the main risk to
the Group and Company is the collectability of lease receivables and invoices purchased by
the GRENKE AG Group companies and GRENKE AG Group franchise companies. As the

in the GRENKE AG Group lease portfolio or in new businesses. This applies to both customers
and industries. The Grenke AG Group is not dependent on manufacturers either.

The Group and Company has lent €2.2bn (2019: €2.2bn) 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 natification factoring, the debtor is not notified of their outstanding receivables being
assigned to the factoring company.
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Credit Risk - Amounts due from Group Companies and Franchisees (Continued)

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.

The amounts due from Grenke AG Group Companies and Franchisees by geographical region
is set out below:

Amounts due from GRENKE AG Group companies 2020 2019

€ €
Italy 1,058,027,262 1,242,884,673
Germany 569,972,565 513,070,838
Belgium 104,306,772 91,918,015
Sweden 99,498,491 80,849,020
United Kingdom 81,639,053 61,068,149
Denmark 72,261,295 66,241,418
Spain 69,978,731 61,404,892
Switzerland 31,117,427 15,128,201
United Arab Emirates 28,883,200 31,881,012
Czech Republic 14,570,134 18,971,561
Slovakia 9,487,865 11,048,372
Finland 7,814,638 4,714,272
Romania 4,433,409 4,823,720
Malta 1,408,496 507,310
Luxembourg 1,272,969 1,136,581
Netherlands 372,131 -
Ireland 120,445 10,168,059
Slovenia 74,506 28,254
France - 19,428,548

2,155,239,389 2,235,272,895

132



GRENKE FINANCE PLC
NOTES TO THE FINANCIAL STATEMENTS
at 31 December 2020

48. RISK MANAGEMENT OBJECTIVES AND POLICIES OF THE GROUP AND
COMPANY (Continued)

Credit Risk - Amounts due from Group Companies and Franchisees (Continued)

Amounts due from GRENKE AG Group franchisees 2020 2019
€ €

Australia 54,770,750 40,705,058
Canada 52,810,734 52,792,520
Singapore 20,505,005 22,134,888
Ireland 6,065,013 11,175,692
Chile 5,160,387 4,166,683
Poland 1,023,540 2,399
USA 405,286 -
Latvia 109,175 110,585
United Kingdom 5,921 3,533,070
140,855,811 134,620,895

Credit Risk - Subordinated loans

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 with the
exception of lease receivables sold to GRENKE Bank AG, FCT GK 2, FCT GK 3 and FCT GK
4 details of which are provided in note 33, 35 and 36 of the accounts. The Company has
provided subordinated loans and has reserve accounts totalling €95m (2019: €106m) with five
(2019: five) SPVs details of which are included note 21 and note 22 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. The SPVs have only performing leasing receivables as the Company in the case
of FCT GK2, FCT GK3, FCT GK4 or GRENKE AG, in the case of the SPVs with Grenke AG
lease receivables, 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.

Credit Risk — Cash and Derivative Financial Instruments

The credit risk for treasury activities is mitigated by entering into such contracts only with parties
of first-class credit standing.
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Cash is on deposit with the following banks:

2020 2019
Bank Credit Rating € €
DZ Bank A-1+ S&P 41,774,299 25,665,532
HSBC A-2 S&P 31,145,064 11,991,796
SEB A-1 S&P 21,916,911 13,781,575
Commerz Bank A-2 S&P 21,649,481 18,650,356
Bayern LB Aa3/P-1 Moody's 19,999,749 18,790,409
Nord LB A3/P-2 Moody's 9,999,100 19,999,323
Deutsche Bank A-2 S&P 6,990,044 30,270,160
Heleba Aa3/P-1 Moody's 4,975,588 -
Other Banks 1,644,141 1,459
160,094,377 139,150,610
Shown on the statement of financial positions as follows:
Credit support accounts 16,420,000 10,552,723
Cash and cash equivalents 143,674,377 128,597,887
160,094,377 139,150,610

The counterparty bank for the derivative financial instruments shown as assets in the Statement
of Financial Position are as follows:

2020 2019

Bank Credit Rating € €
Deutsche Bank A-2 S&P 2,049,512 632,351
HeLaBa A-1 S&P 1,696,737 22,721
HSBC A-2 S&P 533,004 130,013
DZ Bank A-1+ S&P 496,768 1,748,817
Bayern LB Aa3/P-1 Moody's 480,688 38,880
SEB A-1+ S&P 115,512 76,923
5,372,221 2,649,705

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 year 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.
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Credit Risk — Cash and Derivative Financial Instruments (Continued)

Liquidity Risk (Continued)

Consolidated

As per Dec 31,2020

More than 5

Due on demand Up to 3 months 4 to 12 months 1to5 years years Total Carrying Value
Type of liability € € € € € € €
Debt securities in issue - 93,387,160 381,431,705 2,259,250,753 423,885,687 3,157,955,305 2,981,245,491
Amount owed to GRENKE
Bank AG - 68,803,519 202,745,027 620,524,725 9,856,565 901,929,836 872,536,597
Amount owed to GRENKE AG
Group undertakings 41,598,079 - - - - 41,598,079 41,598,079
Asset based liabilities - 46,568,137 120,025,205 191,398,118 - 357,991,460 351,288,215
Bank loans 10,862,253 - - 10,000,000 - 20,862,253 20,862,253
Reserve accounts 1,640,000 - - - - 1,640,000 1,640,000
Accruals 8,962,829 1,424,065 - - - 10,386,894 10,386,894
Derivative financial instruments
with negative fair value pay
foreign currency at spot rate on
31/12/2020 - 85,441,185 66,440,104 138,728,636 - 290,609,925 9,477,601
Derivative financial instruments
with negative fair value receive
Euro at forward rate (84,272,870) (63,448,069) (132,033,407) - (279,754,346) -
Total 63,063,161 211,351,196 707,193,972 3,087,868,825 433,742,252 4,503,219,406 4,289,035,130
Guarantees Issued 17,067,283 -
Company
As per Dec 31,2020

More than 5

Due on demand Upto3 months 4 to12 months 1 to5 years years Total Carrying Value
Type of liability € € € € € € €
Debt securities in issue - 93,387,160 381,431,705 2,259,250,753 423,885,687 3,157,955,305 2,981,245,491
Amount owed to GRENKE
Bank AG - 68,803,519 202,745,027 620,524,725 9,856,565 901,929,836 872,536,597
Amount owed to GRENKE AG
Group undertakings 41,598,079 - - - - 41,598,079 41,598,079
Amount owed to special
purpose vehicles - 57,090,678 145,816,380 216,473,739 - 419,380,797 416,313,532
Bank loans 10,862,253 - - 10,000,000 - 20,862,253 20,862,253
Reserve accounts 1,640,000 - - - - 1,640,000 1,640,000
Accruals 8,962,829 1,424,065 - - - 10,386,894 10,386,894
Derivative financial instruments
with negative fair value pay
foreign currency at spot rate on
31/12/2020 - 85,441,185 66,440,104 138,728,636 - 290,609,925 9,477,601
Derivative financial instruments
with negative fair value receive
Euro at forward rate - (84,272,870) (63,448,069)  (132,033,407) - (279,754,346) -
Total 63,063,161 221,873,737 732,985,147 3,112,944,446 433,742,252 4,564,608,743 4,354,060,447

Guarantees Issued

17,067,283
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Credit Risk — Cash and Derivative Financial Instruments (Continued)

Liquidity Risk (Continued)

Consolidated
As per Dec 31,2019

More than 5

Due on demand Up to 3 months 4 to 12 months 1to5 years years Total Carrying Value
Type of liability € € € € € € €
Debt securities in issue - 234,728,488 355,119,287 2,107,821,683 740,214,218 3,437,883,676 3,286,930,856
Amount owed to GRENKE
Bank AG - 58,389,900 161,385,671 397,323,578 456,985 617,556,134 601,658,944
Amount owed to GRENKE AG
Group undertakings 84,019,435 - - - - 84,019,435 84,019,435
Asset based liabilities - 39,731,100 101,893,886 214,207,152 - 355,832,138 355,832,138
Bank loans 7,878,928 45,054,078 - - - 52,933,006 52,908,928
Reserve accounts 30,000 - - - - 30,000 30,000
Accruals 5,939,195 2,131,807 - - - 8,071,002 8,071,002
Derivative financial instruments
with negative fair value pay
foreign currency at spot rate on
31/12/2020 - 78,329,423 113,780,905 119,764,524 - 311,874,852 10,355,170
Derivative financial instruments
with negative fair value receive
Euro at forward rate - (75,284,792) (108,935,223) (113,560,161) - (297,780,176)
Total 97,867,558 383,080,004 623,244,526 2,725,556,776 740,671,203 4,570,420,067 4,399,806,473
Guarantees Issued 53,933,789 -
Company
As per Dec 31,2019

More than 5

Due on demand Upto3 months 4 to12 months 1 to5 years years Total Carrying Value
Type of liability € € € € € € €
Debt securities in issue - 234,728,488 355,119,287 2,107,821,683 740,214,218 3,437,883,676 3,286,930,856
Amount owed to GRENKE AG
Group undertakings - 58,389,900 161,385,671 397,323,578 456,985 617,556,134 601,658,944
Amount owed to GRENKE AG
Group undertakings 84,019,435 - - - - 84,019,435 84,019,435
Amount owed to special
purpose vehicles - 48,572,847 124,374,168 264,970,624 - 437,917,639 437,917,639
Bank loans 7,878,928 45,054,078 - - - 52,933,006 52,908,928
Reserve accounts 30,000 - - - - 30,000 30,000
Accruals 5,939,195 2,131,807 - - - 8,071,002 8,071,002
Derivative financial instruments
with negative fair value pay
foreign currency at spot rate on
31/12/2020 - 78,329,423 113,780,905 119,764,524 - 311,874,852 10,355,170
Derivative financial instruments
with negative fair value receive
Euro at forward rate - (75,284,792)  (108,935,223)  (113,560,161) - (297,780,176) -
Total 97,867,558 391,921,751 645,724,808 2,776,320,248 740,671,203 4,652,505,568 4,481,891,974

Guarantees Issued

53,933,789 -
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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

Monthly static liquidity planning is carried out in addition to short- term liquidity management
and weekly reporting. The basic assumption of this planning is the liquidation of the existing
leasing and lending portfolio in accordance with the contractual agreements so that the
proceeds from the assets flow in due time. The liabilities are also repaid on time on the basis
48. RISK MANAGEMENT OBJECTIVES AND POLICIES OF THE GROUP AND

COMPANY (Continued)

Medium and long term liquidity (Continued)

of contractual agreements. As the duration of the liabilities side approximates that of the asset
portfolio, financing largely matching maturities is ensured.

In addition, dynamic liquidity planning is carried out at least once every quarter with the aim of
replicating the liquidity status for the next periods, which serves to manage the liquidity of the
Group and Company.

Grenke AG unconditionally and irrevocably guarantees all debt securities of the Group and
Company.

Market Risk

Market risk is defined as potential losses that may result from uncertainty about future
development (amount and volatility) of market prices. Financial market price fluctuations can
have a significant effect on the Group and Company cash flow and profit after tax. Of particular
importance are changes in interest rate markets and certain currencies. Market risks at the
Group and Company are considered material.

The Group and Company strategic approach is to enter into market risk exclusively in
conjunction with the operating business and reduce these risks to the greatest extent possible.
As part of the risk management and ongoing monitoring of interest and currency positions, the
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Market Risk (Continued)

Group and Company actively manages its positions and risk (for example, by hedging open
currency positions) in the course of ordinary business.

In addition to risk-prone, market-sensitive positions such as floating-rate notes or receivables
in foreign currencies, we also consider the sensitivity and elasticity of the respective market
prices to be important factors when dealing with interest and currency risks. The goal of the
Group and Company is to limit the effect of market price volatility on the Group and Company’s
net profit. This means striving to ensure the highest possible independence of net profit to
interest rate and currency market developments while maintaining a proper balance between
the costs and benefits of hedge relationships. The parameters used for conducting risk analysis
by means of a sensitivity analysis are:

e a concurrent parallel increase or decrease of 10 percent in the value of the
euro compared with all major foreign currencies and

e a parallel shift of 100 basis points (one percentage point) in the term structure
of interest rates.

The potential economic effects identified in the analyses are estimates based on fictitiously
assumed changes in market prices and that all other conditions will remain unchanged. This is
the reason 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 impact on the
consolidated income statement can differ significantly from this as a result of the actual
developments.

The predominant market risks and the outstanding interest rate and currency risk positions are
discussed at least once monthly with the responsible member of the Board of Directors in the

Market Risk Task Force and on the basis of ongoing analyses. The Group and Company is not
exposed to the risk of changes in equity prices or raw material prices.

The Group and Company uses derivative financial instruments specifically when ordinary
business activities involve risks that can be minimised or eliminated through the appropriate
derivatives. The sole instruments used are interest rate and currency swaps and forward
exchange contracts. Each derivative contract relates to an underlying economic transaction
with a corresponding opposing risk position. The contract partners are only those banks with
predominantly good or very good credit ratings with an S&P rating of BBB+ or higher. Further
details on market risks and, in particular, on interest rate and currency risk management are
presented in note 46.

Interest rate risk for the Group and Company arises from the effects of changes in the market
interest level on the positions of the interest book (interest-bearing asset and liability items) and
the corresponding impact on net interest income. This affects the Group and Company’s
variable-interest financial liabilities (mainly ABCP programmes). Since the Group and
Company does not utilise maturity transformation to generate net interest income, the effects
of future interest rate developments on the existing portfolio are low.
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Market Risk (Continued)

A change of 100 basis points (bps) in interest rates in the reporting year would have increased
or decreased equity and profit before tax for the year (each before income taxes) by less than
€1m. This assessment assumes that all other influential factors, particularly exchange rates,
will remain unchanged.

Most of the Group and Company’s financial instruments have fixed rates of interest. The
variable rate instruments are as follows:

2020 2019

€ €

Debt securities in issue (20,000,000) (20,000,000)
Reserve accounts Liabilities (1,640,000) (30,000)
Reserve accounts Assets 16,420,000 10,552,723
Amount owed by Grenke AG 243,000,000 100,000,000
Subordinated loans and reserve accounts 89,222,037 98,596,367
Amount owed to special purpose vehicles (416,313,532) (437,838,190)
(89,311,495) (248,719,100)

Nominal amount of interest rate swap - 50,000,000
Net Exposure to interest rate risk (89,311,495) (198,719,100)

The potential impact on profit before tax of a change in interest rates of plus or minus 100 basis
points as per the reporting date is shown below.

Company and consolidated 2020 2020 2019 2019
+100 bp -100 bp +100 bp -100 bp

€ € € €

Variable Rate Instruments (893,115) 893,115 (2,487,191) 2,487,191

Fair Value measurement of
interest rate swaps - - 359,649 (308,844)

Potential (Decrease)/Increase
in profit (893,115) 893,115 (2,127,542) 2,178,347

Open interest rate positions are assessed monthly according to the internal definition and the
required action is initiated. Refinancing is then completed by the team using the hedging
transactions decided by the Board of Directors.

Due to the international nature of its business, the Group and Company has unsettled foreign

currency positions, thereby exposing the Group and Company to currency risk. Hedging
strategies defined internally are applied in an effort to limit or eliminate these risks. The
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Market Risk (Continued)

derivatives used are recognised on the statement of financial position at their fair values under
the line items financial assets or financial liabilities.

Currency risks mainly relate to the financing of Group companies and franchisees operating
outside the euro- zone. The hedging of unsettled foreign currency cash flows takes place on
the basis of internally defined hedging limits that take effect when the holding at the day’s
exchange rate amounts to €500k per currency. The exchange rate is fixed by means of
contracts and is therefore well known for the entire internal financing of the operational
business in Australia, Canada, Switzerland, Denmark, Great Britain, Sweden, Chile and
Singapore. The exchange rate is also fixed for a majority of the financing in the United Arab
Emirates, the Czech Republic and Hungary. As a result, the only risk that remains is the risk
on the respective open tranches where the hedging limit of €500k continues to apply.

In general, risks arise from currency fluctuations which relate to financial assets and financial
liabilities. The use of derivatives (forward exchange contracts and currency swaps are used for
currency risk) lessens the market sensitivity of the underlying transaction, i.e. cash flows from
financial assets and financial liabilities. Ideally, the instruments are offset almost entirely.

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:
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Market Risk (Continued)

Year End 31 December 2020

Nominal Value of

Nominal value of |Forwards
foreign currency |Exchange

Foreign balances in Contracts in Unhedged amount [Unhedged
currency |foreign currency |[foreign currency |in foreign currency |amount in €
AED 140,516,310 146,291,011 (5,774,701) (1,286,039)
AUD 88,180,488 91,378,000 (3,197,512) (2,011,520)
CAD 83,664,013 84,496,000 (831,987) (532,199)
CHF 34,017,367 34,536,585 (519,219) (480,669)
CLP 4,542,123,350 | 4,500,000,000 42,123,350 48,492
CzZK 409,342,776 409,690,000 (347,224) (13,232)
DKK 544,537,586 562,040,000 (17,502,414) (2,352,191)
GBP 75,670,843 75,720,282 (49,439) (54,992)
HRK 11,052 - 11,052 1,463
HUF 4,842,522,399 | 3,194,258,025 1,648,264,374 4,529,568
NOK 1,350 - 1,350 129
PLN 3,529,850 3,500,000 29,850 6,547
RON 35,528,248 - 35,528,248 7,297,876
SEK 1,011,698,807 | 1,043,831,000 (32,132,193) (3,202,236)
SGD 33,701,052 33,773,060 (72,008) (44,400)
TRY 8,292 - 8,292 910
UusD 506,404 500,000 6,404 5,219
Total exposure in € 1,912,726
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Year End 31 December 2019
Nominal Value of
Nominal value of |Forwards
foreign currency |Exchange Unhedged
Foreign balances in Contracts in amount in foreign [Unhedged
currency |foreign currency [foreign currency |currency amount in €
€
AED 144,841,150 154,195,515 (9,354,365) (2,268,055)
AUD 65,118,390 69,889,600 (4,771,210) (2,982,938)
CAD 77,107,240 79,324,658 (2,217,418) (1,518,988)
CHF 13,047,052 13,020,000 27,052 24,924
CLP 3,523,387,800 | 3,500,000,000 23,387,800 27,672
CzK 574,124,741 527,568,424 46,556,317 1,832,349
DKK 494,898,201 513,480,900 (18,582,699) (2,487,144)
GBP 55,544,851 56,002,000 (457,149) (537,317)
HRK 11,603 - 11,603 1,560
HUF 5,592,906,036 | 3,684,661,731 | 1,908,244,306 5,773,286
NOK 142 - 142 14
PLN 5,209 - 5,209 1,224
RON 42,489,190 - 42,489,190 8,883,377
SEK 840,030,386 874,555,000 (34,524,614) (3,304,803)
SGD 33,475,507 33,608,000 (132,493) (87,680)
TRY 8,292 - 8,292 1,241
Total exposure in € 3,358,722
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Market Risk (Continued)
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 2020
and 31 December 2019 their impact on the profit before tax.

Foreign 2020 2020 2019 2019
currency 10% -10% 10% -10%
Depreciation Appreciation Depreciation Appreciation
€ € € €

AED (142,893) 116,913 (252,006) 206,187
AUD (223,502) 182,865 (331,438) 271,176
CAD (59,133) 48,382 (168,776) 138,090
CHF (53,408) 43,697 2,769 (2,266)
CLP 5,388 (4,408) 3,075 (2,516)
CzZK (1,470) 1,203 203,594 (166,577)
DKK (261,355) 213,836 (276,349) 226,104
GBP (6,110) 4,999 (59,702) 48,847
HRK 163 (133) 173 (142)
HUF 503,285 (411,779) 641,476 (524,844)
NOK 14 (12) 2 (1)
PLN 727 (595) 136 (111)
RON 810,875 (663,443) 987,042 (807,580)
SEK (355,804) 291,112 (367,200) 300,437
SGD (4,933) 4,036 (9,742) 7,971
TRY 101 (83) 138 (113)
usD 580 (474) - -

Refinancing Risks

The Group and Company refinances itself independently of individual banking institutions and
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 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 Group and Company has direct access to the capital markets because of the
Group and Company’s 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
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Refinancing Risks (Continued)

appropriate for use in line with the business performance as the Group and Company deems
necessary.

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.

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 €5,453 (2019: €5,909). There are three large amounts
outstanding from group companies, GRENKE Locazione S.r.I €1.066bn (2019: €1.243bn),
GRENKE Investitionen Verwaltungs Kommanditgesellschaft auf Aktien €311m (2019: €312m)
and Grenke AG €243m (€100m). These three balances made up 74% (2019: 70%) of the
amounts due from 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.

49. 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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GRENKE AG transactions
Management charges from Grenke AG
Licence fee charge from Grenke AG
Guarantee fee charge from Grenke AG

GRENKE Bank AG transactions

Interest paid to GRENKE Bank AG

Amounts due to GRENKE Bank AG

Guarantee fees paid to GRENKE Bank AG
Payments from GRENKE Bank AG in respect of non
performing leases guaranteed

Payments to GRENKE Bank AG in respect of leases
guaranteed

2020

175,595
8,440,969
3,764,476

12,063,736
872,536,597
34,069,217
10,986,539

199,553

Other transactions with GRENKE AG Group companies

Accountancy fees charged to GRENKE AG group
companies

Accountancy fees charged to GRENKE AG group
franchisees

Office rents paid by GRENKE AG Group companies
Lease commissions paid to GRENKE AG Group
companies

Commissions for fees to protect lease equipment paid to
GRENKE AG Group companies

Interest received from GRENKE AG Group companies
Interest received from GRENKE AG Group franchisees
Secured amounts owed by GRENKE AG Group
companies

Unsecured amounts owed by GRENKE AG Group
companies

Unsecured amounts owed by GRENKE AG Group
franchisees

Interest paid to GRENKE AG Group companies
Unsecured amounts owed to GRENKE AG Group

companies
Cash pool amounts owed to GRENKE AG Group
companies

145

1,537,844

143,709
84,214

48,890,160
15,376,946
48,863,650

5,136,895
53,850,414

2,130,364,345

142,725,515
1,361,955

7,400,426

34,197,653

2019

175,980
8,298,195
3,527,164

8,778,516
601,658,944
24,904,061
9,666,711

794,621

1,364,378

83,604

57,971,473

9,999,027
48,312,390

64,428,534

2,175,492,334

383,338

75,693,531

8,325,904
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Related party disclosures Company

Transactions with SPVs

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
Interest received from Coral Purchasing (Ireland) 2 DAC
Amount due from Kebnekaise Funding Limited

Amount due from Coral Purchasing (Jersey) Limited
Amount due from Coral Purchasing (Ireland) 2 DAC
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

Amount due from FCT "GK" Compartment G4

Interest and expenses paid to FCT "GK" Compartment G2
Interest and expenses paid to FCT "GK" Compartment G3
Interest and expenses paid to FCT "GK" Compartment G4
Amount owed to FCT "GK" Compartment G2

Amount owed to FCT "GK" Compartment G3

Amount owed to FCT "GK" Compartment G4

Amount owed to Coral Purchasing (Jersey) Limited
Amount owed to Coral Purchasing (Ireland) 2 DAC

Related party disclosures consolidated and company
Amount paid to directors
Amounts paid to Directors (Note 16)

2020
€

89,531
97,787
400,876
208,937
74,001
5,786,200

9,067,069
33,199,716
35,940,545
24,655,893

1,708,108

2,750,000

1,123,283

1,041,891

734,595
142,602,039
123,905,165
149,806,328

10,862,253

342,565

2019
€

105,934
121,705
400,946
501,699
8,398,084
11,508,236
17,395,481
35,179,000
33,238,334
2,582,155
2,369,000
1,179,413
1,241,618
216,402
199,912,145
145,441,484
92,564,010
7,908,928

234,108

All of the above entities are related parties because they are members of the Grenke AG Group

which owns 100% of the share capital of the Company.

Transactions with the Grenke AG Group franchisees have been included in the current year
because the franchise companies came under the control of the Grenke AG Group in the

current year.

The management charges from GRENKE AG are for IT services and for administrative services

from GRENKE AG Group.

The licence fee charge from Grenke AG is for the use of the Grenke brand, business model

and proprietary systems.

The guarantee fee charge from Grenke AG is for the provision of guarantees and other means
of explicit support by Grenke AG to the Company for the purposes of its financing activities.
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The transactions on which interest is paid to GRENKE Bank AG and the amounts due to
GRENKE Bank AG are explained in note 33.

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 12 and note 33.

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 51.

The accountancy fees charged to GRENKE AG Group companies and Grenke AG Group
franchisees are explained in note 15.

Grenke Limited currently occupies unit 306 and unit 307 Q House, Sandyford Industrial Estate,
Dublin 18 from the Group and Company in respect of which it pays the Group and Company
€65,912 which is an amount equal to the rent paid by the Group and Company to the landlord
for unit 306 and unit 307. Grenke Limited also co shares the meeting rooms at Unit 310 Q
House in respect of which it pays the Group and Company an amount equal to 50% of the cost
of the rent €36,604 for Unit 310 in Q House. There is no lease agreement between Grenke
Limited and the Group and Company. The Group and Company can request that Grenke
Limited vacate the units at any time if it requires the units for its own business activities. Details
of the rental income are included in note 15.

GRENKE AG Group Companies in France, Spain, Portugal, Netherlands, Luxembourg,
Hungary, Slovenia, Finland, Romania, Malta, Germany and Italy act as agents for the Group
and Company. The agents write leases on behalf of the Group and Company, collect lease
instalments 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 is
explained in note 24.

Interest received from GRENKE AG Group franchisees, secured amounts owed by GRENKE
AG Group franchisees, unsecured amounts owed by GRENKE AG Group franchisees is

explained in note 25.

Interest paid to GRENKE AG Group companies and cash pool amounts owed to GRENKE AG
Group companies is explained in note 12.

Unsecured amounts owed to Grenke AG Group companies and Cash pool amounts owed to
Grenke AG companies is explained in note 34.

Interest income from SPV Investments and subordinated loans provided to group SPVs is
explained in note 22.

Company interest and expenses paid to SPVs is explained in note 36.
Company amount owed to SPVs is explained in note 36.
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Details of the directors remuneration is set out in note 17. Three of the directors receive
remuneration from Grenke Finance plc. The Company does not have other key management
personal apart from the directors who receive remuneration. Therefore, the details regarding
the compensation of key management personnel is described in note 17.

All related party transactions were made at arm’s length.

In its responsibility to assist the financing of business activities conducted by companies of the
Grenke AG Group, Grenke Finance plc applies transfer prices for financial instruments in
conformity with external market levels and in accordance with national and international tax
requirements.

51. GUARANTEES

The Company had entered into an agreement with GRENKE Bank AG, a member of the
GRENKE AG Group, where the Company provides guarantees to GRENKE Bank AG over
lease receivables that GRENKE Bank AG purchases from other companies in the GRENKE
AG Group. The balance of lease receivables guaranteed under this agreement was
€17,067,283 (2019: €53,933,789) at the Statement of Financial Position date. The balance of
the lease receivables guaranteed is the maximum credit exposure remaining under this
agreement at the reporting date. These guarantees remain in place for the life of the lease
receivable contracts that GRENKE Bank AG has purchased. This agreement ceased during
the year ended 31 December 2018 and once the leases guaranteed prior to the agreement
ceasing mature the Company will no longer have any obligations under this agreement.

If a lease which has been guaranteed by the Company becomes non performing the Company
pays GRENKE Bank AG the net present value of the outstanding lease receivables at the date
the lease became non performing. The 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 10 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
received of €461k (2019: €1.6m) have been deferred and excluded from income. The premiums
deferred are included in deferred income on the Statement of Financial Position and are
disclosed in note 39.

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 2020

More than 5
Up to 3 months 4 to12 months 1to5 years years Total
Type of liability € € € € €
Net Present Value of Lease
Receivables Guaranteed 4,541,016 8,493,170 4,033,096 - 17,067,283
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As per Dec, 31 2019

More than 5
Up to 3 months 4 to12 months 1to5 years years Total
Type of liability € € € € €
Net Present Value of Lease
Receivables Guaranteed 10,495,452 24,469,961 18,968,376 - 53,933,789

€1.1m (2019: €2.2m) was released to the Group Statement of Profit or Loss in the current year
and is included in other income in the Group Statement of Profit or 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.

52. 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
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 business and liquidity 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 has no externally imposed capital
requirements.

53. IMPORTANT EVENTS SINCE THE YEAR END GROUP AND COMPANY
The COVID 19 pandemic continues to impact on the growth of the business and to create

economic uncertainty.

No other events have occurred since the Statement of Financial Position date outside the
normal course of the Group and Company’s business.

54. 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 12 May 2021.
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