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GRENKE FINANCE PLC

DIRECTORS’ REPORT
Half year statement for the six months ended 30 June 2020

The Directors present their directors’ report for the six months ended 30 June 2020.
GRENKE Finance PLC is a wholly owned subsidiary of GRENKE AG.

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”)

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

The 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 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).

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

BUSINESS REVIEW

The profit for the six months ended 30 June 2020, after taxation, is €11,157,157 (2019:
€31,172,056).

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



GRENKE FINANCE PLC

DIRECTORS’ REPORT
Half year statement for the six months ended 30 June 2020 (Continued)

BUSINESS REVIEW (Continued)

Six months ended Six months ended
30 June 2020 30 June 2019 Change
€ 000 €000 %
Lease income 73,700 65,809 12%
Impairment loss on lease receivables 34,018 22,595 51%
Income from protecting lease equipment 20,389 17,789 15%
Interest income 28,614 26,379 8%
Profit on ordinary activities before tax 12,873 35,670 -64%
Shareholders' equity 328,209 335,319 2%
Leased assets acquired 361,290 496,256 -27%
Increase in group lending 278,160 215,453 29%
Expected credit loss on non performing
leases as a % of the average NPV of
perfoming lease receivables 2.25% 1.97% 14%
Current assets as a % of current liabilities 199.06% 150.67% 32%

The Company grew its leasing income by €7.9m (12%) in the half year due to growth in lease
rental income in all of the Companies markets which is due to growth in new business in earlier
periods. The cost of assets acquired to lease decreased by 27% to €361m in the first half of
2020 versus the first half of 2019 due to the COVID 19 pandemic. There was a decline in new
business in all of the Companies markets with the exception of Finland which was up 3% to
€24m. New business fell by 33% in France from €312m to €210m, in Spain by 17% to €48m
from €58m, in Portugal by 23% from €33m to €25m, and in the Netherlands by 15% to €29m
from €34m.

The expected credit loss on non performing lease receivables as a per cent of the average
performing lease receivables has increased by 14% to 2.25% from 1.97%. The growth in the
impairment loss on lease receivables excluding expected credit losses on performing lease
receivables is 30% from €17m to €22m. The expected credit loss on non performing leases in
France grew from €11.7m to €13.3m, in Spain from €2m to €3.9m and in Luxembourg from
€181k to €978k. These three countries were particularly affected by the COVID 19 pandemic.

The expected credit losses on performing lease receivables has increased by 117% from
€5.4m to €11.8m principally due to increased provisions in France which makes up 63% of the
performing lease receivables and is a country which is particularly affected by the COVID 19
pandemic.

The Company income from protecting lease equipment is up by 15% to €20m due to growth in
new business in all periods up to 31 December 2019.

Interest income is up €2.2m to €28.6m due to the growth in lending in most of its markets with
the exception of the Company’s largest market Italy. Amounts due from Group Companies and
Franchisees has increased from €2.2bn at 30 June 2019 to €2.6bn at 30 June 2020. The
Growth in interest income is not in line with the growth in lending due to lower interest rates on
more recent loans. Group loans to Italy are €1,156m which is slightly less than 30 June 2019
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GRENKE FINANCE PLC

DIRECTORS’ REPORT
Half year statement for the six months ended 30 June 2020 (Continued)

BUSINESS REVIEW (Continued)

when they were €1,177m. Interest income on ltalian loans was €13.3m which is €459k less
than last year’s income of €13.8m. There has been growth in interest income from cash pool
lending principally to German Group companies of €1.4m to €4.6m. There has also been
growth in interest income in Sweden of €486k to €1,095k, Australia of €304k to €863k, Canada
€295k to €1,131k, UK €259k to €981k and €673k to €4,583k on other loans due to increased
lending. The average interest rate being earned on amounts due from group companies and
franchisees has declined from 2.42% in the first half of 2019 to 2.21% in the first half of 2020.

Operating expenses of €30.1m are up €4.7m due to commissions paid to agents for the sale
of lease equipment protection increasing by €2.7m to €7.4m due to growth in income from
protecting equipment of 15% and an increase in the commission paid to agents of 35% of the
income, previously the agents were paid 25%. The losses on disposal of lease objects on
terminated leases has also increased by €973k to €13.2m. These losses on disposal of lease
objects are offset by lease rentals after the end of the lease term of €17.3m (2019: €14.9m)
which are included in lease income.

Interest expenses and other charges of €34.3m has increased by €9.9m. Amortisation of
guarantee charges paid to the Grenke Bank AG has increased by €4.7m due to

e a significant number of leases repurchased by the Company in the first half of 2020
which means that the balance of the guarantee charge must be amortised. There was
a charge of €4.2m in the first half of 2020 compared to €1.7m in the first half of 2019
an increase of €2.5m

e the reduction in amounts owing to Grenke Bank AG due to leases becoming impaired
has fallen by €959k to €4.3m in the first half of 2020 versus €5.2m in the first half of
2019.

e amortisation charges have increased by €1.2m due to increased financing provided
by Grenke Bank AG.

Interest expenses and other charges excluding amortisation of Grenke Bank AG Guarantee
have increased by €5.2m principally due to increased financing volumes. Average borrowing
in the first half of 2020 was €3.8bn versus €3.2bn in the first half of 2019. The average cost of
borrowing was 2.26% (2019: 2.22%).

Expected credit losses on amounts due to Group Companies, Franchisees and Subordinated
Loans increased by €7m to €7.5m. The expected credit losses are calculated by multiplying
the Bloomberg Grenke AG 1-Year Default Risk which at the 30 June 2020 was 0.321% (2019:
0.1404%) by the amounts due from Group Companies, Franchises and Subordinated Loans of
€2.6bn (2019: €2.2bn). The high charge in 2020 is due to Bloomberg Grenke AG 1-Year
Default Risk increasing from 0.052% at 31 December 2019 to 0.321% at 30 June 2020 which
is principally due to the COVID 19 pandemic.

Foreign exchange losses net of gains on financial instruments at fair value has increased by
€2.6m to €4.7m. The Company’s foreign exchange exposure is hedged using forward
exchange contracts but the Company currently does not carry out hedge accounting which
leads to timing differences between when foreign exchange gains and losses and interest
differentials are booked. The Company has commenced hedge accounting for forward
exchange contracts from 1 July 2020 which should reduce the timing differences of when gains
and losses are booked. The Euro interest rate up until 30 June 2020 has been lower than all
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DIRECTORS’ REPORT
Half year statement for the six months ended 30 June 2020 (Continued)

BUSINESS REVIEW (Continued)

of the foreign currency interest rates in the markets to which the Company lends. There will
therefore always be losses on the forward exchange contracts but these losses will be offset
by the higher interest income earned on loans in these markets. However, the timing of when
these losses are booked compared to when the interest income is booked will not match when
hedge accounting is not carried out. The Company is properly hedged against virtually all of
it's foreign exchange exposure and therefore is not suffering cash losses due to forward
exchange rate movements.

The Company had cash outflows from operating activities of €193m (2019: €455m) in the six
months to 30 June 2020. Amounts due from Group Companies and Franchise Companies has
increased by €271m (2019: €241m). The decline in cash outflows is due to the decline in
leasing activity due to the COVID 19 pandemic. There was an outflow of €5m from the
Companies leasing activities in the six months to 30 June 2020, in the six months to 30 June
2019 the outflow was €189m. The reconciliation of operating profit to cash outflows is set out
in the statement of cash flow.

The growth in the Company’s lending to companies in the Grenke AG Group has been funded
by an increase in financing of €228m (2019: €455m) in the first half of 2020.

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 14 February 2020 and approved by the Finance Sector Supervisory Committee
(“Commission de Surveillance du Secteur Financier”: CSSF). The nominal value of bonds in
issue at the half year end 30 June 2020 had increased by €92.6m (30 June 2019: €291.5m) to
€2.798m (30 June 2019: €2,166m) from €2,705m at 31 December 2019 (2018: €1,875m).

The Company decreased the nominal value of promissory notes which it has in issue at 31
June 2020 to €349m (30 June 2019: €382.5m) from €351.5m at 31 December 2019 (2018:
€406.5m).

The Company had the facility to issue Commercial Paper of up to a total nominal value of
€750m with a term of between 1 and 364 days. At 30 June 2020 the Commercial Paper issued
was €89.5m (30 June 2019: €286.5m) compared to €226.5m at 31 December 2019 (2018:
€302.5m).

The amount drawn down on its short term revolving credit facility and money market lines was
€25m (30 June 2019: €207m) which is a decrease of €20m (30 June 2019: €132m increase)
on the amount of €45m drawn down at 31 December 2019 (2018: €75m).

The Company has drawn down €100m in the first half of 2020 through an agreement with the
European Investment Bank to allow the Grenke AG Group to provide lower cost finance to
small and medium sized businesses.
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Half year statement for the six months ended 30 June 2020 (Continued)

BUSINESS REVIEW (Continued)

The company enters into Asset Backed Commercial Paper (ABCP) programmes, which involve
the Company in selling books of its French Lease Receivables to special purpose vehicles set
up by HSBC, Unicredit Landesbank Hessen-Thuringen Girozentrale (Heleba). The French
Lease Receivables continue to be shown as lease receivables in the Company’s books while
the amounts paid by the special purpose vehicles are shown as liabilities. These liabilities are
paid down as the lease receivables mature. The utilisation of the ABCP programme for funds
was increased by €38m in the first half of 2020 (2019: €13.8m). The liability under the APCP
programmes is €403m at 30 June 2020 (30 June 2019: €302m).

The Company also obtains finance from its sister company the Grenke Bank AG through selling
French, Dutch, Spanish, Portuguese, Finish and Romanian lease receivables. The amount owing
to the Grenke Bank AG at 30 June 2020 was €760m (30 June 2019: €533m). The lease
receivables sold to the Grenke Bank AG continue to be shown as lease receivables in the
Company’s books while the amounts paid by Grenke Bank AG for the lease receivables are shown
as liabilities.

The scope and extent of the impact of the COVID-19 pandemic on the Company’s further business
and earnings development cannot yet be assessed with any certainty.

PRINCIPAL RISKS AND UNCERTAINTIES

Due to the restrictions on macroeconomic activity resulting from the COVID-19 pandemic in
the first half of 2020, uncertainty has increased significantly in comparison to the environment
described in the 2019 Annual Report, particularly with respect to credit and liquidity risks. The
economists at the IMF now expect a recession of unprecedented scale in 2020. Although many
countries have launched extensive aid programmes in the form of loan commitments and
guarantees to ensure the solvency of companies, a rise in corporate insolvencies is still
expected in the current financial year. Euler Hermes, for example, expects a 20 percent
increase in the number of insolvencies worldwide in 2020. In the first half of 2020, the payment
behaviour of the Company clients also changed due to the overall economic environment,
although an improvement could already be seen in June and July of 2020 compared to the
months before. As a result of late or missed payment receipts, an increase in losses in the
current financial year is therefore to be expected and is reflected in the higher IFRS 9 risk
provision as of June 30, 2020. The Company has not yet adjusted the risk forecast model in
accordance with IFRS 9 and has retained its previous method of determining the expected
losses as of June 30, 2020.

The rating agency Standard & Poor’s confirmed the Grenke AG’s Group’s counterparty credit
rating of BBB+/ A-2 in its last analysis on April 23, 2020 and revised the outlook for GRENKE
AG from stable to negative due to the expected impact of the COVID-19 pandemic. In its
statement, the rating agency cited tougher economic conditions in GRENKE’s main European
markets over the next 18-24 months.

In June 2020, the IMF lowered its outlook for the global economy, and based on an even
sharper negative impact from the corona pandemic than originally expected, anticipates a
decline in the current year of 4.9 percent. In April 2020, the IMF had forecast a decline of only
3.0 percent. The lower outlook mainly concerns the advanced economies and especially the
eurozone for which the IMF now expects a decline of 10.2 percent (April estimate: -7.5 percent).
The IMF is assuming that economic development probably bottomed in the second quarter of
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DIRECTORS’ REPORT
Half year statement for the six months ended 30 June 2020 (Continued)

PRINCIPAL RISKS AND UNCERTAINTIES (Continued)

2020. A gradual recovery is expected in the coming quarters, but at a slower pace than
expected in April. For 2021, the IMF is forecasting global economic growth of 5.4 percent and
growth in the eurozone of 6.0 percent.

The risk management system at Grenke Finance PLC has the function of systematically
identifying, assessing, documenting and disclosing risks to the 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 Company are counterparty default risk, cash flow risk, liquidity
risk, process risk, contractual risk, market risk (interest rate risk and currency risk) and
refinancing risk.

The Company finances its activities with a combination of bonds, promissory notes,
development loans 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 group undertakings, subordinated loans arise directly from the Company’s
operating activities. The Company also enters into derivative transactions, including principally
interest rate swaps and forward currency contracts. The purpose is to manage the interest rate
and currency risks arising from the Company’s operations and its sources of finance.

Financial instruments give rise to foreign currency, interest rate, credit, price and liquidity risk.

The Company uses forward foreign currency contracts to reduce exposure to the variability of
foreign exchange rates by fixing the rate of any material payments in a foreign currency. The
Company also uses interest rate swaps to adjust interest rate exposures in order to guarantee
fixed interest payments where payments are variable and hence exposed to interest rate
movements.

The function of the risk management system and the result of measures taken 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 parent Grenke AG.

FUTURE DEVELOPMENTS

The scope and extent of the impact of the COVID-19 pandemic on the Company’s further business
and earnings development cannot yet be assessed with any certainty.

The Directors believe the Company will continue play an important part in financing the Group’s
leasing activity. Commentary on the outlook for the Grenke AG Group is included in the
Financial Report of the Grenke AG Group for the first half of 2020, which is publicly available

on www.grenke.de.

RESPONSIBILITY STATEMENT

We hereby confirm to the best of our knowledge, and in accordance with the accounting
standards to be used for interim reporting, that the interim financial statements give a true and
fair view of the net assets, financial position and results of operations of the Company.
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RESPONSIBILITY STATEMENT (Continued)

Furthermore, the interim Directors report conveys a fair review of the development of the
business, including the results and the position of the Company, together with a description of
the important opportunities and risks for the expected development of the Company for the

remainder of the fiscal year.

The financial statements for the six months ended 30 June 2020 and the directors’ report for
the first six months ended 30 June 2020 have not been audited or reviewed by the auditor.

On behalf of the Directors

Patrick Spain Angelika Wiedemann
Director Director

Date: 4 August 2020



GRENKE FINANCE PLC

STATEMENT OF PROFIT OR LOSS
For the six months ended 30 June 2020

Continuing Operations

Lease income

Income from protecting lease equipment

Interest income and similar income

Total operating income

Net impairment loss on finance lease receivables

Expected credit loss on other financial assets

Interest expense and other charges

Foreign exchange gain/(loss)

Net (loss)/gain on financial instruments at fair value

through profit or loss

Other income

Other operating expenses

Profit on ordinary activities before tax

Taxation

Profit for the year

Jan 1 to 30 June 2020

Jan 1 to 30 June 2019

€ €
73,699,999 65,809,044
20,389,146 17,789,486
28,613,846 26,379,381
122,702,991 109,977,911

(34,018,054)

(22,595,411)

(7,451,017) (485,890)
(34,363,516) (24,439,250)
(11,041,332) 787,350
6,308,460 (2,918,216)
873,971 729,748
(30,138,291) (25,386,606)
12,873,212 35,669,636
(1,716,055) (4,497,580)
11,157,157 31,172,056




GRENKE FINANCE PLC

STATEMENT OF COMPREHENSIVE INCOME
For the six months ended 30 June 2020

Profit for the year

Other Comprehensive Income

Items that may be reclassified to profit or loss in
subsequent period

Change in cash flow hedge resene

Deferred tax relating to these items

Jan 1 to 30 June 2020

Jan 1 to 30 June 2019

Other comprehensive income net of tax

Total comprehensive income

€ €
11,157,157 31,172,056
2,408,472 12,365
(301,059) (1,546)
2,107,413 10,819
13,264,570 31,182,875




GRENKE FINANCE PLC

STATEMENT OF FINANCIAL POSITION
as at 30 June 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
Deferred tax asset

CURRENT ASSETS
Subordinated loans and resere 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
Cash & cash equivalents
Derivative financial instruments

TOTAL ASSETS

30 June

2020

€

1,083,579
22,448,882
1,297,791,729

1,249,628,556
31,397,505

27,564,700
8,753

31 December
2019

€
1,224,875
23,376,236
1,327,187,743

1,337,858,685
41,352,490

25,156,501
309,654

2,629,923,704

12,863,522

709,240,175

1,220,717,370

102,755,783

112,532,328

169,208,146
9,775,830

2,756,466,184

14,080,711

674,602,719

897,414,210

93,268,405

161,102,857

139,150,610
2,649,705

2,337,093,154

1,982,269,217

4,967,016,858

4,738,735,401
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GRENKE FINANCE PLC

STATEMENT OF FINANCIAL POSITION
as at 30 June 2020 (Continued)

NON CURRENT LIABILITIES
Debt securities in issue

Amount owed to GRENKE

undertakings

Bank loans

Asset based financial liabilities
Lease liabilities

Accruals and deferred income

CURRENT LIABILITIES

Debt securities in issue

Bank loans

Amount owed to GRENKE

undertakings

Lease liabilities

Asset based financial liabilities
Derivative financial instruments
Accruals and deferred income

TOTAL LIABILITIES

CAPITAL AND RESERVES
Share capital

Capital contribution
Revenue reserves

Cash flow hedge reserve
TOTAL EQUITY

AG Group

AG Group

TOTAL EQUITY AND LIABILITIES

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

Patrick Spain
Director:

4 August 2020

30 June

2020

€
2,706,020,053

483,531,529
100,000,000
174,337,481
622,054
229,243

31 December
2019

€
2,721,901,626

389,791,060
220,671,814
754,104
476,052

3,464,740,360

524,045,055
40,480,045

324,914,846
261,578
228,298,495
9,009,742
47,057,974

3,333,594,656

555,841,603
52,938,928

295,887,319
260,400
143,618,603
13,588,721
28,060,978

1,174,067,735

1,090,196,552

4,638,808,095

4,423,791,208

50,000 50,000
67,000,000 67,000,000
261,248,169 250,091,012
(89,406) (2,196,819)
328,208,763 314,944,193

4,967,016,858

4,738,735,401
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GRENKE FINANCE PLC

STATEMENT OF CHANGES IN EQUITY
For the six months ended 30 June 2020

Issued capital Capital Revenue Cash flow Total equity
contribution reserves 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 - - 11,157,157 - 11,157,157
Other comprehensive income - - - 2,107,413 2,107,413
At 30 June 2020 50,000 67,000,000 261,248,169 (89,406) 328,208,763
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GRENKE FINANCE PLC

STATEMENT OF CASH FLOW
For the six months ended 30 June 2020

CASH OUTFLOWS FROM OPERATING ACTIVITIES
Profit on ordinary activities before tax

Adjustments for:

Interest expense

Interest income

Depreciation

Decrease in subordinated loans and reserve accounts
Additions to lease receivables

Payments by lessees

Disposals of lease receivables at residual carrying amounts
Interest and similar income from leasing business
Currency translation differences on lease receivables
Increase in impaired leases and leases past due
Increase in amounts due from GRENKE AG Group
undertakings

Decrease/(increase) in amounts due from GRENKE AG Group
franchisees

Decrease/(increase) in trade and other receivables
(Increase)/decrease in fair value of derivative financial
instruments

Increase in accruals and deferred income

Increase on amounts owing in reserve accounts

Cash used in operating activities

Interest received

Interest paid

GRENKE AG Bank guarantee paid

Asset based interest paid

Payment to lessors

Tax refunded/(paid)

Net cash outflow from operating activities
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Jan 1 to 30 June 2020
€
12,873,212

34,324,713
(27,963,821)
149,216
2,144,543
(381,722,877)
383,517,262
63,089,397
(68,132,658)
1,084,502
(3,077,072)

(271,129,847)

Jan 1 to 30 June 2019
€
35,669,636

24,366,624
(25,157,445)
156,208
1,402,384
(524,208,596)
329,350,243
66,574,875
(59,213,562)
95,778
(1,442,343)

(215,453,078)

467,607 (25,316,323)
51,310,767 (72,503,626)
(8,930,532) 379,628
20,468,935 17,886,734
13,181,230 375,551

(178,345,423) (447,037,312)
27,968,336 25,163,825

(26,683,607) (20,405,616)
(14,261,364) (7,119,099)
(1,255,967) (1,061,013)
(135,374) (135,300)
67,335 (4,597,693)

(192,646,064)

(455,192,208)




GRENKE FINANCE PLC

STATEMENT OF CASH FLOW

For the six months ended 30 June 2020 (continued)

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

CASH INFLOWS FROM FINANCING ACTIVITIES
Proceeds from debt securities in issue

Repayment of debt securities in Issue

Increase in amounts owed to GRENKE AG Bank
Increase in amounts owed to asset based liabilities
Proceeds from rewolving credit facilities drawn down
Repayments of revolving credit facilities

Proceeds from money market lines drawn down
Repayments of money market lines drawn down
Proceeds from European investment bank loan

Cash inflow from financing activities

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

Net cash outflow from operating activities
Cash outflow from investing activities
Cash inflow from financing activities
Total cash inflow/(outflow)
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Jan 1 to 30 June 2020

Jan 1 to 30 June 2019

€ €
(7,920) (54,463)
(7,920) (54,463)
332,731,451 753,851,899
(381,500,000) (504,000,000)
158,824,812 59,341,682
38,295,370 13,737,252
65,000,000 255,000,000
(100,000,000) (150,000,000)
15,000,000 47,000,000
- (20,000,000)
100,000,000 -
228,351,633 454,930,833
128,597,887 69,942,110
164,295,536 69,626,272
35,607,649 (315,838)

(192,646,064)

(455,192,208)

(7,920) (54,463)
228,351,633 454,930,833
35,607,649 (315,838)




GRENKE FINANCE PLC

NOTES TO THE 15t HALF FINANCIAL STATEMENTS
at 30 June 2020

1. ACCOUNTING POLICIES

The accounting policies applied in the 15t half financial statements are generally the
same as those applied in the previous year. Exceptions relate to changes resulting
from the mandatory application of new accounting standards discussed in the
paragraph below. Early application was waived for the amended standards and
interpretations that will be mandatory in the 2021 financial year or later. Grenke
Finance plc will apply these standards to the consolidated financial statements at the
time of their mandatory application.

The same accounting and valuation methods apply to these interim financial
statements as to the consolidated financial statements as of December 31, 2019, that
we refer to here. Furthermore, we have added supplemental information in the sections
that follow.

Deferral Agreements

The Company has entered into deferral agreements with its leasing customers, under
which the customers receive support due to the current COVID-19 pandemic and its
consequences. Under the deferral agreements, individual payments for lease
instalments are deferred without interest for a fixed period of time and due at a later
date. Parts of these deferral agreements are based on statutory moratoria. In the
opinion of the Company, the agreed deferrals have not led to any change in the scope
of a lease or the consideration for a lease. Therefore, the changes in payment are
treated as non-substantial contractual changes (modifications). The interest rates
underlying the leases are carried forward unchanged when calculating the net
investment in a lease. In addition, deferral agreements have also been concluded with
customers in the lending business. Here, debtors were granted a deferral for loan
instalments for a certain period of time, but in this case, with interest. This change is
also considered a non-substantial contractual amendment, as neither the qualitative
nor the quantitative indicators were met that would justify a modification. For further
information, please refer to the accounting policies described in the notes to the
consolidated financial statements as of December 31, 2019.

Accouting standards and interpretations already published but not yet implemented

IFRS 17 "Insurance Contracts" published by the International Accounting Standards
Board (IASB) in May 2017 sets out the basic principles for the recognition,
measurement, presentation, and disclosure of insurance contracts within the scope of
the standard. The new standard is not only relevant to insurance companies but affects
all companies that issue insurance contracts within the scope of the standard. IFRS 17
replaces the provisions of IFRS 4. The objective of IFRS 17 is to prescribe uniform
accounting for insurance contracts. An amendment to IFRS 17 was published on June
25, 2020. The IASB decided to postpone the standard’s first-time adoption until
January 1, 2023 and to extend the exception in IFRS 4 currently applicable to some
insurers regarding the application of IFRS 9 "Financial Instruments" in order to allow
them to adopt IFRS 9 and IFRS 17 simultaneously. A material impact on the
consolidated financial statements of the Company is not expected from this new
standard..
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GRENKE FINANCE PLC

NOTES TO THE 15t HALF FINANCIAL STATEMENTS
at 30 June 2020

1. ACCOUNTING POLICIES (Continued)

Accouting standards and interpretations already published but not yet implemented
(Continued)

The IASB also published various amended standards. IAS 1 "Classification of
Liabilities as Current or Non-current" was published in January 2020. The purpose of
the amendment to IAS 1 is to clarify that the classification of liabilities as current or
non-current must be based on the existing rights of the entity on the reporting date.
The classification therefore does not depend on expectations as to whether an entity
will exercise its right to defer settlement of an obligation. On July 15, 2020, the IASB
postponed the first-time adoption of the amendment by one year for financial years
beginning on or after January 1, 2023. The IASB also published several limited IFRS
amendments on May 14, 2020 concerning the standards IAS 16 "Property, Plant and
Equipment”, IAS 37 "Provisions and Contingent Liabilities" and IFRS 3 "Business
Combinations". These publications also contained the collective revision of the annual
improvements, cycle 2018-2020, which makes adjustments to IFRS 1 "First-time
Adoption of IFRS", IFRS 9 "Financial Instruments", IAS 41 "Agriculture" and an
example of IFRS 16 "Leases". The amendments are effective for annual periods
beginning on or after January 1, 2022. The current analyses do not indicate any
significant impact on the consolidated financial statements of the Company. On May
28, 2020, the IASB amended IFRS 16 "Leases" ("COVID-19- Related Rent
Concessions"). The amendment concerns the accounting effects of concessions
granted within the scope of the COVID-19 pandemic. The purpose of the amendment
is to make it easier for lessees to apply the provisions on contract modifications
contained in IFRS 16. The practical simplifications do not explicitly apply to lessors, as
the IASB considers the complexity of the changes and the procedural possibilities of
implementation to be less critical for lessors. The amendment is effective for annual
periods beginning on or after June 1, 2020, but earlier application is permitted. The
standard amendment has not yet (as of July 24, 2020) been endorsed by the EU. The
Company is not making use of the simplification as of the current reporting date, as the
Company, as lessee, is not affected by these circumstances.

First time application of new accounting standards

In the 2020 financial year, the Company took into account all new and revised
standards and interpretations that were mandatory for the first time as of January 1,
2020 and have already been adopted into European law (endorsement), insofar that
these standards and interpretations were relevant for the Company.

None of the following revised or amended standards had a material impact on the
accounting or reporting of the consolidated financial statements of the Company.
These are the amendments to IFRS 3, "Business Combinations"; amendments to IAS
1 "Presentation of Financial Statements" and IAS 8 "Accounting Policies, Changes in
Accounting Estimates and Errors" regarding the "Definition of Materiality"; IBOR
reform: amendment to IFRS 9 "Financial Instruments”, IAS 39 "Financial Instruments,
Recognition and Measurement" and IFRS 7 "Financial Instruments: Disclosures" as
well as amendments to references to the IASB's accounting framework.
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GRENKE FINANCE PLC

NOTES TO THE 15t HALF FINANCIAL STATEMENTS
at 30 June 2020

1. ACCOUNTING POLICIES (Continued)
Use of assumptions and estimates

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

The estimates and underlying assumptions are subject to regular reviews. Changes to
estimates are prospectively recognised and have occurred in the following areas:

e Determination of impairments for financial assets
¢ Use of estimated residual values at the end of the lease term to determine the
present value of lease receivables

The determination of impairment for financial assets is based on assumptions and
estimates for default risks and expected loss rates. When making these assumptions
and selecting the inputs for the calculation of impairment, the Grenke Finance plc
Consolidated Group exercises discretion based on past experience, existing market
conditions and forward-looking estimates at the end of each reporting period. The key
assumptions and inputs used are presented in the section entitled "Accounting
Policies". In accordance with the announcements made by various regulators (ESMA,
EBA), an assessment of the modelling of IFRS 9 impairment and the estimation of
expected credit losses (ECL) was carried out. As a result of this assessment, which
also involved senior management, there were no adjustments made to the previous
models as of December 31, 2019. The models will continue to be reviewed on an
ongoing basis during the course of the financial year in order to identify any potential
changes in the estimates of expected credit losses.

Non-guaranteed (calculated) residual values are taken into account when determining
the present value of the lease receivables in accordance with IFRS 16. The calculated
residual values at the end of the lease term depend on the maturity group of the
respective lease and include the expected follow-up business and the expected sales
proceeds at the end of the term based on past experience. For additions since January
1, 2020, the calculated residual values amount to between 5.5% and 15.0% of the
acquisition cost. The calculated residual values are determined on the basis of
statistical analyses using the best possible estimate. In the event of a decline in the
revenue actually achievable in the follow-up business (consisting of disposal and
postleasing), impairment of the lease receivables is taken into account, whereas an
increase is not taken into account.

2. GRENKE AG GROUP

The Company is wholly owned by Grenke AG, a company incorporated in Germany.
References to Group or 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 Group
financial statements refers to the consolidated financial statements of the Grenke AG
group. References to the Company’s parent refers to Grenke AG. Details of the
Grenke AG Group are included in the Group financial statements, which are publically
available at www.grenke.de.
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GRENKE FINANCE PLC

NOTES TO THE 15t HALF FINANCIAL STATEMENTS
at 30 June 2020

3.

SEGMENTAL REPORTING

Grenke Finance PLC has two distinct businesses, leasing and treasury. The leasing
business is small ticket business to business leasing of principally office equipment,
which is carried out in twelve European Countries. The treasury business provides
long term and short-term loans to members of the Grenke AG Group and franchises of
the Grenke AG Group who utilise the funds to carry out small ticket business to
business leasing of principally office and IT equipment and small ticket factoring of
debt. The figures below provide details of the revenue generated net of directly
attributable expenses for the 15t half to 30 June 2020 and the operating assets of the
two businesses at the half year end. Interest expense and other charges, foreign
exchange (loss)/gain, net gain/(loss) on financial instruments at fair value through profit
or loss, insurance, guarantee fee, wages and salaries, professional fees, management
charges, property costs, depreciation, other costs, information technology costs,
recruitment, training, other income 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 Company between leasing and treasury when
reviewing the business or making decisions with regard to the business.

Jan 1 to 30 June Jan 1 to 30 June

2020 2019

Leasing Income € €
Lease income 73,699,999 65,809,044
Income from protecting lease equipment 20,389,146 17,789,486
Net impairment loss on finance lease receivables (34,018,054) (22,595,411)
Losses on disposal of lease objects (13,220,405) (12,247,293)
Commissions paid to agents for sale of lease equpment
protection (7,373,209) (4,640,787)
Licence fee (4,434,576) (3,990,283)
Fee in respect of recovering debts (1,930,954) (1,600,871)
Total Lease Income 33,111,947 38,523,885
Treasury Income
Interest income and similar income 28,613,846 26,379,381
Expected credit loss on other financial assets (7,451,017) (485,890)
Non recoverable VAT (90,767) (81,293)

21,072,062 25,812,198
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NOTES TO THE 15t HALF FINANCIAL STATEMENTS
at 30 June 2020

3. SEGMENTAL REPORTING (Continued)
June 30, December 31,
2020 2019
Operating assets allocated by segment € €
Leasing operating assets 2,087,151,365 2,141,930,334
Treasury operating assets 2,862,583,844 2,585,226,735
Unallocated operating assets 17,281,649 11,578,332
4,967,016,858 4,738,735,401
4, TAX ON PROFIT ON ORDINARY ACTIVITIES
Jan 1 to 30 June Jan 1 to 30 June
2020 2019
€ €
Current year tax charge 1,590,779 4,400,709
Adjustment to prior year corporation tax 8,801 -
Overseas tax 116,632 97,693
1,716,212 4,498,402
Deferred tax (note 27) (157) (822)
Tax on profit on ordinary activities 1,716,055 4,497,580

From 1 July 2020 corporation tax in the Republic of Ireland is expected to remain at

12.5%.

Overseas tax is tax withheld by foreign tax authorities on interest payments.
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5. LEASE RECEIVABLES

Finance lease receivables due after one year
Expected credit loss provision on performing finance lease
receivables

Finance lease receivables due within one year

Finnace lease receivables past due not impaired

Non performing finance lease receivables

Expected credit loss provision on non performing finance
lease receivables

Expected credit loss provision on performing finance lease
receivables

June 30,

2020

€
1,328,993,975

(31,202,246)

December 31,
2019

€
1,347,427,686

(20,239,943)

1,297,791,729

1,327,187,743

649,176,703
26,927,007
142,641,822

(94,263,926)

(15,241,431)

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

(83,354,387)

(14,389,461)

709,240,175

674,602,719

The cost of assets acquired for the purpose of letting under finance leases during the
1st Half 2020 was €361,289,982 (2019: €496,256,483). During the 1st half of 2020, the
Company made a net investment in new finance leases of €381,722,877 (2019:
€524,208,596). The decline is due to the COVID 19 pandemic.

The maximum credit risk, without taking into account collateral, credit assessment
systems, and other tools is limited to the carrying amount of the receivables.

Effective risk management and a highly diversified contract and lessee portfolio result
in the lease receivables having a particularly diversified risk structure with regard to
credit risk. In the majority of cases, the Company remains the legal owner of the leased
assets, which are used as collateral for the lease receivables.

Under IFRS 9 there is an expected credit loss provision for future expected losses of

€46.4m (31 December 2019 €34.6m) in respect of performing lease receivables. The
increase of €11.8m is due to the COVID 19 pandemic.
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at 30 June 2020

6. AMOUNTS DUE FROM GROUP UNDERTAKINGS

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 provisions

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 provisions

June 30,

2020

33,798,741

1,221,397,979
(5,568,164)

December 31,
2019

€

37,658,889

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

1,249,628,556

1,337,858,685

52,284,699

1,174,542,236
(6,109,565)

54,838,525

845,276,944
(2,701,259)

1,220,717,370

897,414,210

The secured amounts include €60.3m (31 December 2019: €64m) which is in respect
of payments made to purchase lease receivables from group companies and the
underlying lease object. The lease receivables purchased remain as an asset in the
group companies financial statements and the payments to the group companies’ are
shown as amounts due from group undertakings in the statement of financial position.
The amounts due will reduce as the lease receivables mature and the amounts
collected in respect of these lease receivables are paid to the Company as repayment
of the amounts due and interest on those amounts due. The lease receivables
purchased from the group companies remain as an asset in the group companies
financial statements because the 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 from the group companies are a refinancing asset and the
purchase of the lease receivables and the underlying lease object is to securitise that
refinancing asset.

The balance of the secured amounts €25.8m (31 December 2019: €28m) are in respect
of trade debtors which have been purchased by Group companies carrying out
Factoring business.

These trade debtors have been assigned to the Company to secure the Company’s
loan.

The unsecured amounts due from group undertaking are monies loaned to group
undertakings to finance their leasing activities. Unsecured amounts are usually loaned
for periods of three years with the full principal being repayable at the end of the three-
year period, or if loaned for a short term funding purpose at the end of that period.

21



GRENKE FINANCE PLC

NOTES TO THE 15t HALF FINANCIAL STATEMENTS
at 30 June 2020

6. AMOUNTS DUE FROM GROUP UNDERTAKINGS (Continued)

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.

Under IFRS 9 there is a provision for future expected losses of €11.8m (31 December

2019: €4.6m) in respect of amounts due from group companies.

provision is due to the COVID 19 pandemic.

The increased

7. DERIVATIVE FINANCIAL INSTRUMENTS
June 30, December 31,
2020 2019
€ €
Asset
Derivatives without hedging relationship
Forward exchange contracts 5,904,007 2,030,005
Derivatives designated as hedging
Interest rate swaps 950 27,661
Cross currency swaps 3,870,873 592,039
9,775,830 2,649,705
Liabilities
Derivatives without hedging relationship
Forward exchange contracts 5,339,716 10,355,170
Derivatives designated as hedging
Cross currency swaps 3,670,026 3,233,551
9,009,742 13,588,721

All derivatives are classified as current because they can be settled or sold as and

when required.
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8. DEBT SECURITIES IN ISSUE

Repayable in less than one year
Bonds

Promissory loan note
Commercial paper

Unamortised discount on bonds and notes in issue

Repayable in more than one year

but less than five years

Bonds

Promissory loan note

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

Bonds

Promissory loan note

Unamortised discount on bonds and notes in issue

Bonds

June 30, December 31,
2020 2019

€ €
355,000,000 273,000,000
81,000,000 57,500,000
89,500,000 226,500,000
(1,454,945) (1,158,397)
524,045,055 555,841,603
June 30, December 31,
2020 2019

€ €

1,969,109,072
137,000,000
(4,966,163)

474,192,897
131,000,000
(315,753)

1,849,131,528
163,000,000
(4,445,002)

583,565,777
131,000,000
(350,677)

2,706,020,053

2,721,901,626

3,230,065,108

3,277,743,229

In the fiscal year to date, two (30 June 2019: seven) new bonds were issued with a
total volume of €210m (30 June 2019: €441.5m). In addition €Nil m (30 June 2019:
€80m) was added to bonds issued in previous years. One foreign currency bond of
HK$300m was issued and realised €35.2m. A cross currency swap was put in place
which means at redemption in March 2029 €35.2m will be converted into HK$300m to
repay the bond.

Six bonds (30 June 2019: five) with an aggregate volume of €153m (30 June 2019:
€230m) were redeemed on schedule.

Promissory Notes

In the fiscal year to date, one (30 June 2019: one) promissory notes with a total volume
of €19m (30 June 2019: 10m) have been issued. Promissory notes with volumes of
€21.5m (30 June 2019: €34m) were redeemed on schedule.

Commercial Paper

In the fiscal year to date, commercial paper with a volume of €70m (30 June 2019:
€224m) was issued. Commercial paper with a volume of €207m (30 June 2019:
€240m) was repaid on schedule.
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9. BANK LOANS
June 30, December 31,
2020 2019
€ €
Amount due after one year:
European investment bank loan 100,000,000 -
Reserve accounts 15,480,045 7,938,928
Revolving credit facility drawn down 25,000,000 45,000,000
40,480,045 52,938,928
10. AMOUNT OWED TO GROUP UNDERTAKINGS
June 30, December 31,
2020 2019
€ €
Amount due after one year:
Amount due to GRENKE Bank AG 483,531,529 389,791,060
Amount due in less than one year:
Amount due to GRENKE Bank AG 276,952,227 211,867,884
Amount due on current account 5,141,537 75,693,531
Amount due on cash pool accounts 42,821,082 8,325,904
324,914,846 295,887,319

The amounts due to Grenke Bank AG are in respect of proceeds received for the sale
of lease receivables. The lease receivables sold remain on the Grenke Finance PLC
statement of financial position as an asset and the proceeds are shown as a liability.
This liability will reduce as the lease receivables mature. The lease receivables sold
to Grenke Bank AG 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 Grenke Bank AG
are a refinancing liability and the sale of the lease receivables is to securitise that
refinancing liability. The lease receivables that were sold to Grenke Bank AG are
included in the lease receivables due to the Company in the statement of financial
position.

The amounts due on current account are the intergroup account balances with group
companies and cash pool amounts. The cash pool amounts of €42,821,082 (Year-
end 31 December 2019: 8,325,904) due are surplus cash from group companies
placed on overnight deposit with the Company. The cash pool balances are interest
bearing and they are not secured. The intergroup account balances of €5,141,537
(Year-end 31 December 2019: 75,693,531) arise from booking the day to day
transactions between the Company and other companies in the Group. The balances
on the intergroup accounts are non-interest bearing and they are not secured.
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11. ASSET BASED LIABILITIES

June 30, December 31,

2020 2019

€ €

Amount due after one year 174,445,901 220,830,423
Deferred set up costs (108,420) (158,609)
174,337,481 220,671,814

Amount due in less than one year 228,398,319 143,718,427
Deferred set up costs (99,824) (99,824)
228,298,495 143,618,603

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

The following consolidated special purpose vehicles were in place at the balance sheet
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 Grenke Finance plc group the right to refinance or
to sell receivables to the respective programmes for a certain period. The cap on the
purchase volume is determined by the volume of the programme, which is normally
backed by the organising bank in the form of a liquidity commitment in the
corresponding amount. The carrying amount is calculated using the effective interest
method, whereby incurred transaction costs are amortised over the term of the
underlying refinancing package.

The programme volume, that is the net present value of the lease receivables that may
be sold to the SPV, for FCT GK 2 is €200m of which €196.8m of the volume has been
utilised at 30 June 2020 (31 December 2019 €200m).

The programme volume, that is the net present value of the lease receivables that may
be sold to the SPV, for FCT GK 3 is €192.8m of which €157.3m (31 December 2019:
€145.4m) had been utilised at 30 June 2020.

The programme volume, that is the net present value of the lease receivables that may
be sold to the SPV, FCT GK 4 is €150m of which €126.2m (31 December 2019:
€92.5m) had been utilised at 30 June 2020.

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

There is no currency risk in ABCP refinancing as only euro transactions and euro-
based leases are involved.
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11.

ASSET BASED LIABILITIES (Continued)

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, June 2028 for
FCT GK 3 and August 2027 for FCT GK 4.

12. FAIR VALUE OF FINANCIAL INSTRUMENTS

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, cash and cash equivalents, amounts
due to group undertakings except amounts due to GRENKE Bank AG, amounts due
to franchisees, and trade payables. All primary financial instruments are assigned to
level 2 of the fair value hierarchy except for exchange-listed bonds, which are included
in debt securities in issue and which are assigned to level 1 of the fair value hierarchy.
As per the reporting date, the carrying amount of exchange-listed bonds was
€2,798,301,969 (31 December 2019: €2,705,697,305) and their fair value amounted
to €2,777,455,629 (31 December 2019: €2,763,528,339).

Carrying Carrying
Consolidated Fair Value Amount Fair Value Amount
30-Jun-20 30-Jun-20 31-Dec-19 31-Dec-19

€ € € €

Financial assets
Lease receivables (performing) 2,040,228,458 1,978,170,678 2,033,388,436 1,976,006,308

Amounts due from Grenke

AG Group undertakings 2,470,345,926 2,470,345,926  2,235,272,895 2,235,272,895
Amounts due from Grenke

AG Group franchisees 134,153,288 134,153,288 134,620,895 134,620,895
Subordinated loans 35,312,404 35,312,404 37,456,947 37,456,947
Financial liabilities

Debt securities in issue 3,220,716,302  3,236,801,969  3,365,447,191 3,283,697,305
Amounts owed to Grenke

Bank AG 788,275,587 760,483,756 624,568,956 601,658,944

Asset based financial liabilities 413,731,835 402,635,976 373,399,369 364,290,417

Bank loans 138,251,694 140,480,045 52,938,928 52,938,928

Fair Values of Derivative Financial Instruments
At the end of the reporting period, all derivative financial instruments, which include
interest rate derivatives (interest rate swaps) and forward exchange contracts, are
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12. FAIR VALUE OF FINANCIAL INSTRUMENTS (Continued)

recognised at fair value by the Company. Forward exchange contracts are recognised
without hedging relationship. All derivative financial instruments are assigned to level

2 of the fair value hierarchy.

Carrying Carrying
Fair Value Amount Fair Value Amount
30-Jun-20 30-Jun-20 31-Dec-19 31-Dec-19
€ € € €
Financial assets
Interest rate derivatives with
hedging relationship 950 950 27,661 27,661
Cross currency swaps with
hedging relationship 3,870,873 3,870,873 592,039 592,039
Forward exchange contracts 5,904,007 5,904,007 2,030,005 2,030,005
Total 9,775,830 9,775,830 2,649,705 2,649,705
Restated Restated
Carrying Carrying
Fair Value Amount Fair Value Amount
30-Jun-20 30-Jun-20 31-Dec-19 31-Dec-19
€ € € €
Financial Liabilities
Cross currency swaps with
hedging relationship 3,670,026 3,670,026 3,233,551 3,233,551
Forward exchange contracts 5,339,716 5,339,716 10,355,170 10,355,170
Total 9,009,742 9,009,742 13,588,721 13,588,721

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.

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
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12. FAIR VALUE OF FINANCIAL INSTRUMENTS (Continued)

order to obtain the fair value of such OTC derivatives, the determined amounts are
multiplied with the counterparty's credit default swaps (CDS) with matching maturities
which are observable on the market or the own credit risk using a so-called "add-on
method", including the coupons.

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 par

S

FAIR VALUE HIERARCHY LEVEL 1

Exchange-listed bonds

n/a

quoted market price as per the reporting date

FAIR VALUE HIERARCHY LEVEL 2

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)

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

13.

ULTIMATE PARENT UNDERTAKING

The parent undertaking of the smallest and largest group of undertaking for which
group financial statements are drawn up, and of which the Company is a member and
is consolidated, is Grenke AG, a company incorporated in Germany. Copies of its
group financial statements are available at www.grenke.de. Grenke AG is the
immediate and ultimate parent undertaking and controlling party.
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14.

15.

16.

GUARANTEE

The Company has entered into an agreement with Grenke Bank AG, its sister
company, where it provides guarantees to Grenke Bank AG over lease receivables,
which Grenke Bank AG purchases from other companies in the Grenke AG Group.
The balance of lease receivables guaranteed under this agreement was €32,331,335
(31 December 2019: €53,933,789) at the statement of financial position date. The
balance of the lease receivables guaranteed is the maximum credit exposure under
this agreement at the statement of financial position date. The Company terminated
this agreement in 2018 and only the guarantees previously provided remain in place.
These guarantees remain in place for the life of the lease receivable contracts, which
Grenke Bank AG has purchased.

If a lease, which has been guaranteed by the Company, becomes impaired, the
Company pays Grenke Bank the net present value of the outstanding lease
receivables at the date the lease became impaired. The Company then recognises
the lease as an impaired lease and includes the lease in its lease receivables in the
statement of financial position.

EVENTS AFTER THE DATE OF THE FINANCIAL STATEMENTS

There were no significant events to report after the reporting date.

APPROVAL OF THE FINANCIAL STATEMENTS

The interim financial statements of Grenke Finance PLC were approved and
authorised for issue by the Directors on 4 August 2020.
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