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GRENKE FINANCE PLC

DIRECTORS’ REPORT
Statement for the three months ended 31 March 2020

The Directors present their directors’ report for the three months ended 31 March 2020.
BUSINESS REVIEW

The profit for the three months ended 31 March 2020, after taxation, is €3,545,194 (2020:
€15,734,339).

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

2020 2019 Change

€000 € 000 %
Lease income 36,391 31,872 14%
Impairment loss on lease receivables 19,422 12,450 56%
Income from protecting lease equipment 9,803 8,392 17%
Interest income 14,339 12,927 11%
Profit on ordinary activities before tax 4,109 17,953 -17%
Shareholders' equity 324,760 314,944 3%
Leased assets acquired 255,727 258,053 -1%
Increase in group lending 13,104 76,710 -83%
Expected credit loss on non performing leases as a % of
the average NPV of lease receivables 3.10% 2.05% 51%
Current assets as a % of current liabilities (‘quick ratio') 184.90% 181.83% 2%

The Company grew its leasing income by €4.5m (14%) in the first quarter of 2020 versus
quarter one in 2019 due to growth in lease rental income in all of the Companies markets,
particularly in France, Spain and Finland. The cost of assets acquired to lease decreased by
1% to €256m in the first three months of 2020 versus the first three months of 2019 due to a
slow done in March because of the COVID 19 pandemic. New business in France was down
8% (€13m) to €152m and there was also declines in the small markets of Malta and
Luxembourg. New Business in the Company’s other markets was up 16% to €100m from €87m
in quarter one 2020.

The non performing lease bad debt charge as a percentage of the average performing lease
receivables has increased from 2.05% to 3.10%. The non performing lease bad debt charge
increased by €6.8m.

The Company profits from protecting lease equipment is up by 17% (€1.4m) to €9m due to
growth in all of its leasing markets.

Interest income is up €1.4m to €14.3m due to the growth in lending in most of its markets.
Group loans to Italy are €1.2bn which has generated interest income of €6.8m which is level
with last year. There has been growth in cashpool interest of 61% to €2.2m from €1.4m, this
interest is principally generated from amounts lent to the Grenke AG German companies.



GRENKE FINANCE PLC

DIRECTORS’ REPORT
Statement for the three months ended 31 March 2020

BUSINESS REVIEW (Continued)

There has been a charge to the statement of profit and loss of €4.6m for the expected credit
loss under IFRS 9 on amounts due from Group companies, franchisees and subordinated
loans. There is €2.2bn of amounts due from Group Companies and the IFRS 9 expected credit
loss provision is arrived at by multiplying the amounts due from Group Companies by the
Grenke AG Group 1 Year risk of default as determined by Bloomberg. The Grenke AG Group
1 Year risk of default increased from 0.052% at 31 December 2019 to 0.247% at 31 March
2020 according to Bloomberg which resulted in an increase in the expected credit loss provision
on amounts due from Group Companies of €4.2m. The increase in the Grenke AG Group 1
Year risk of default per Bloomberg is primarily due to the COVID 19 pandemic.

Operating expenses of €16m are up €3.9m due to the losses on disposal of lease objects on
terminated leases increasing from €5.8m to €7.5m. These losses are offset by lease rentals
after the end of the lease term of €8.3m (2019: €7.1m) which are included in lease income.
Commissions paid to agents for the sale of lease equipment protection increased by €1.4m
(63%) to €3.6m due to 17% growth in income from protecting lease equipment and an increase
in the commission paid to agents from 25% to 35%. The licence fee payable to the Companies
parent increased by €345k (19%) to €2.1m.

Interest expenses and other charges of €14m is up 27% from the 1st three months of 2019
whereas average borrowing is up 23% from the 15t three months of 2019. The average coupon
on bonds and promissory notes in issue at 31 March 2020 was 1.15% (31 March 2019: 1.28%).

The Company had net losses on foreign exchange of €3m in the first three months of 2020
compared to €418k in the first three months of 2019. These losses occurred because the
Company currently does not carry out hedge accounting for forward exchange contracts which
leads to a mistiming of booking interest differentials on forward exchange contracts. The Euro
interest rate up until 31 March 2020 has been lower than all 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
is currently working on a project to commence hedge accounting for forward exchange
contracts.

The slow down in growth in the Company’s leasing business and the growth in its lending to
companies in the Grenke AG Group due to the COVID 19 pandemic has resulted in a cash
outflow from operating activities of €22m in the first three months to 31 March 2020 compared
to an outflow of €181m in the first three months to 31 March 2019. Cash inflows from financing
activities were €60m in the first three months of 2020 compared to €192m in the first three
months of 2019 due to the slow down in activities as a consequence of the COVID 19
pandemic.

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
2



GRENKE FINANCE PLC

DIRECTORS’ REPORT
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BUSINESS REVIEW (Continued)

issue at 31 March 2020 was €2.7bn which is the same value as the bonds in issue at 31
December 2019.

The nominal value of promissory notes in issue at 31 March 2020 was €351m (2019: €404m)
and at 31 December 2019 it was €352m (2018: €407m).

The Company has a facility to issue Commercial Paper of up to a total nominal value of €750m
with a term of between 1 and 364 days,

At 31 March 2020 the Commercial Paper issued was €143.5m (31 March 2019: €227.5m)
compared to €226.5m at 31 December 2019 (2018: €302.5m).

The Company has drawn down it’s first loan from the European Investment bank for €10m
which is repayable in March 2023.

The amount drawn down on its short term revolving credit facility and money market lines was
€80m (31 March 2019: €90m) which is an increase of €35m (31 March 2019: €15m) on the
amount of €45m drawn down at 31 December 2019 (2018: €75m).

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 and 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 external investors into the special purpose vehicles are shown as
liabilities. These liabilities are paid down as the lease receivables mature. The utilisation of the
ABCP programmes for funds was increased by €64m in the first three months of 2020 (2019:
€37m decrease). The liability under the APCP programmes to external investors is €429m at
31 March 2020 (31 March 2019: €252m).

The Company also obtains finance from its sister company the Grenke Bank AG through selling
French, Dutch, Spanish and Portuguese lease receivables. The amount owing to the Grenke
Bank AG at 31 March 2020 was €651m (31 March 2019: €511m) which was an increase in the
quarter of €49m (2019: €37m). 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.

PRINCIPAL RISKS AND UNCERTAINTIES

Due to the restrictions on macroeconomic activity resulting from the COVID-19 pandemic in
the first quarter 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.

Many economists now expect a global economic recession in the further course of 2020.
Although many countries have launched extensive aid programmes in the form of loan
commitments and guarantees to help keep companies solvent, there is still a rise in corporate
insolvencies anticipated in the current fiscal year. Beyond the first quarter, initial signs of a
deterioration in the payment behaviour of customers began to appear in April. Based on this

3



GRENKE FINANCE PLC

DIRECTORS’ REPORT
Statement for the three months ended 31 March 2020

PRINCIPAL RISKS AND UNCERTAINTIES (Continued)

indication, losses are expected to rise in the 2020 fiscal year, which has been taken into
account in additional IFRS 9 risk provisions per March 31, 2020. The company is currently
assuming that the loss rate in the coming quarters will remain at approximately the same level
as in the first quarter of 2020. In terms of new business, the Company recorded a level in the
last days of the quarter that was roughly half of the volume originally planned. Nevertheless,
this environment also offers opportunities in the sense that findings and observations can be
integrated into risk measurement at an early stage, which facilitates the risk-adjusted
concluding of contracts. In taking this approach, the Company is striving more to maintain the
best possible balance between risk and contribution margins rather than avoiding risk
altogether. Customer and partner relationships are also strengthened by the fact that the
Company continues to support companies in the implementation of investment projects, which
especially in the medical sector and for the provision of mobile office infrastructure, represents
a stable source of demand, even in the current environment. Liquidity risks are essentially
associated with the tangible options available for refinancing and well manageable with the
existing tools. Refinancing largely with matching maturities and avoiding the risk associated
with large individual tickets, also in terms of liabilities, considerably minimises follow-up
financing risk, helping the Company to avoid making large redemptions in the further course of
the year. In order to finance new business, the Company can access its money and capital
market programmes and also rely on the recent increase in deposits at GRENKE Bank. The
Company also has a collaboration with the European Investment Bank.

With the outbreak of the corona pandemic, economic conditions worldwide have massively
deteriorated. The International Monetary Fund (IMF), which at the beginning of the year had
forecast accelerated global economic growth of 3.3 percent for 2020 (2019: 2.9 percent),
drastically lowered its outlook in April and now expects global economic output to decline by
3.0 percent. This estimate is based on the hope that the global economy will gradually regain
momentum over the rest of the year after the slump in the spring and move into a V-shaped
recovery in the second half of the year. The IMF emphasises that this forecast is subject to
considerable uncertainty. For the eurozone, the IMF currently expects economic output to
decline by 7.5 percent in 2020 (January forecast: +1.3 percent), with all major economies likely
to slide into recession.

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, asset
backed commercial paper programmes and loans from the European Investment Bank.
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, such as
interest rate swaps, cross currency swaps and forward currency contracts. The purpose is to
manage the interest rate and currency risks arising from the Company’s operations and its
4
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PRINCIPAL RISKS AND UNCERTAINTIES (Continued)
sources of finance.
Financial instruments give rise to foreign currency, interest rate, credit, price and liquidity risk.

The Company uses forward foreign currency contracts and cross currency swaps 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 impact of the COVID-19 pandemic on the Companies further business and earnings
development cannot yet be assessed with any certainty. In light of the general economic
restrictions resulting from the COVID-19 pandemic, from today’s point of view, the Board of
Directors is assuming that the level of new business in the second and third quarters of 2020
will settle at around 50 percent of the new business originally planned. Consequently, new
business growth for the current fiscal year as a whole remains dependent on the further course
of the COVID-19 pandemic. Nevertheless, the Company can continue to operate profitably
during this crisis with the appropriate cost savings and despite a lower volume of new business.
The Company retains, above all, the ability to react to any respective easing or normalisation
developments. The Board of Directors will update and detail its forecast for the 2020 fiscal year
as soon as the effects of the COVID-19 pandemic can be determined with sufficient certainty.

The Directors believe the Company will play an important part in financing Grenke AG 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 three months 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.
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 three months ended 31 March 2020 and the directors’ report
for the first three months ended 31 March 2020 have not been audited or reviewed by the
auditor.
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On behalf of the Directors

Patrick Spain Angelika Wiedemann
Director Director

Date: 4 May 2020



GRENKE FINANCE PLC

STATEMENT OF PROFIT OR LOSS
For the three months ended 31 March 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

Excpected 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 31 March 2020

Jan 1 to 31 March 2019

€ €
36,390,742 31,871,538
9,803,143 8,392,171
14,339,440 12,926,782
60,533,325 53,190,491
(19,422,226) (12,449,838)
(4,617,555) 190,559

(14,021,658)

(18,052,346)

15,051,930

425,012

(15,786,990)

(11,059,583)

3,969,389

(4,386,873)

354,568

(11,855,996)

4,109,492 17,952,717
(564,298) (2,218,378)
3,545,194 15,734,339




GRENKE FINANCE PLC

STATEMENT OF COMPREHENSIVE INCOME

For the three months ended 31 March 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

Other comprehensive loss for the year net of tax

Total comprehensive income for the year

Jan 1 to 31 March 2020

Jan 1 to 31 March 2019

€ €
3,545,194 15,734,339
7,166,322 7,010
(895,790) (876)
6,270,532 6,134
9,815,726 15,740,473




GRENKE FINANCE PLC

STATEMENT OF FINANCIAL POSITION
as at 31 March 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

31 March
2020
€

1,156,927
20,162,131
1,361,362,723

1,342,176,888

41,510,325
25,761,208

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

2,792,130,202

20,133,953

693,961,255

884,327,944

87,773,686

166,280,931

166,493,125
20,671,898

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

2,039,642,792

1,982,269,217

4,831,772,994

4,738,735,401




GRENKE FINANCE PLC

STATEMENT OF FINANCIAL POSITION
as at 31 March 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
Deferred tax liability

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 May 2020

31 March

2020

€
2,703,492,538

417,338,222
10,000,000
271,467,565
687,776
333,611
586,058

31 December
2019

€
2,721,901,626

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

3,403,905,770

477,860,938
103,101,169

300,026,910
260,854
157,266,795
3,927,439
60,663,200

3,333,594,656

555,841,603
52,938,928

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

1,103,107,305

1,090,196,552

4,507,013,075

4,423,791,208

50,000 50,000
67,000,000 67,000,000
253,636,206 250,091,012
4,073,713 (2,196,819)
324,759,919 314,944,193

4,831,772,994

4,738,735,401

Angelika Wiedemann

Director:



GRENKE FINANCE PLC

STATEMENT OF CHANGES IN EQUITY
For the three months ended 31 March 2020

Issued capital Capital Revenue Cash flow Total equity
contribution resenes 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 - - 3,545,194 - 3,545,194
Other comprehensive income - - - 6,270,532 6,270,532
At 31 March 2020 50,000 67,000,000 253,636,206 4,073,713 324,759,919
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GRENKE FINANCE PLC

STATEMENT OF CASH FLOW
For the three months ended 31 March 2020

CASH OUTFLOWS FROM OPERATING ACTIVITIES
Profit on ordinary activities before tax

Adjustments for:

Interest expense

Interest income

Depreciation

(Increase)/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
Decrease/(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

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

Increase in accruals and deferred income
Increase/(decrease) 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

12

Jan 1 to 31 March 2020

Jan 1 to 31 March 2019

€ €
4,109,492 17,952,717
13,976,018 11,012,822
(13,988,916) (12,278,687)
74,595 92,092
(2,839,137) 1,409,157
(255,727,351) (258,053,439)
190,969,261 160,700,434
40,112,068 33,298,816
(33,607,429) (29,154,537)
1,219,860 1,816
3,500,075 (849,754)
(8,820,045) (76,710,282)
5,336,884 (14,596,132)
(4,499,352) (40,388,741)
(18,389,683) 2,971,417
30,494,670 25,843,627
25,630,296 (2,311,191)
(22,448,694) (181,059,865)
13,988,991 12,291,723
(9,279,894) (7,632,038)
(3,951,497) (3,530,539)
(617,195) (522,960)
(67,736) (66,114)
327,586 (45,634)

(22,048,439)

(180,565,427)




GRENKE FINANCE PLC

STATEMENT OF CASH FLOW
For the three months ended 31 March 2020 (continued)

Jan 1 to 31 March 2020

Jan 1 to 31 March 2019

CASH OUTFLOWS FROM INVESTING ACTIVITIES € €
Payments for the acquisition of property, plant and equipment (6,647) (54,463)
Cash outflow from investing activities (6,647) (54,463)
CASH INFLOWS FROM FINANCING ACTIVITIES

Proceeds from debt securities in issue 129,171,808 429,781,900
Repayment of debt securities in Issue (228,000,000) (252,500,000)
Increase in amounts owed to GRENKE AG Bank 49,274,861 37,019,369
Increase/(decrease) in amounts owed to asset based liabilities 64,418,087 (37,076,900)
Proceeds from rewolving credit facilities drawn down 65,000,000 95,000,000
Repayments of revolving credit facilities (45,000,000) (90,000,000)
Proceeds from money market lines drawn down 15,000,000 20,000,000
Repayments of money market lines drawn down - (10,000,000)
Proceeds from European investment bank loan 10,000,000 -
Cash inflow from financing activities 59,865,656 192,224,369
Cash and cash equivalents at the beginning of the year 128,597,887 61,854,720
Cash and cash equivalents at the end of the year 166,408,457 73,459,199
Change in cash and cash equivalents during the period 37,810,570 11,604,479
Net cash outflow from operating activities (22,048,439) (180,565,427)
Cash outflow from investing activities (6,647) (54,463)
Cash inflow from financing activities 59,865,656 192,224,369
Total cash flow 37,810,570 11,604,479
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GRENKE FINANCE PLC

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS FOR THE THREE
MONTHS AT 31 MARCH 2020

1. ACCOUNTING POLICIES

This quarterly statement of the Company is a quarterly statement and does not
constitute a complete interim financial statement within the meaning of International
Accounting Standard (IAS) 34. The quarterly statement has been prepared in
accordance with International Financial Reporting Standards (IFRS) as applicable in
the EU. It should be read in conjunction with the IFRS consolidated financial
statements as per December 31, 2019. The accounting policies generally correspond
to the methods used in the previous year. The impact of changes resulting from the
mandatory application of new accounting standards was not material for the Company.
An audit review was not conducted.

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.

3. LEASE RECEIVABLES
March 31, December 31,
2020 2019
€ €
Finance lease receivables due after one year 1,384,226,819 1,347,427,686
Expected credit loss provisions on performing lease
. (22,864,096) (20,239,943)
receivables
1,361,362,723 1,327,187,743
Finance lease receivables due within one year 648,813,080 628,578,622
Finnace lease receivables past due not impaired 13,779,723 13,684,399
Non performing finance lease receivables 140,908,906 130,083,546
Expected credit loss provision on non performing finance
. (93,864,222) (83,354,387)
lease receivables
Expected credit loss provision on performing finance lease
. (15,676,232) (14,389,461)
receivables
693,961,255 674,602,719

The cost of assets acquired for the purpose of letting under finance leases during the
three months to 31 March 2020 was €241,999,649 (2019: €244,901,256). During the
three months to 31 March 2020, the Company made a net investment in new finance
leases of €255,727,351 (2019: €258,053,439).

The maximum credit risk, without taking into account collateral, credit assessment
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GRENKE FINANCE PLC

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS FOR THE THREE
MONTHS AT 31 MARCH 2020

3.

4.

LEASE RECEIVABLES (Continued)

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
creditrisk. 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
€38.5 (31 December 2019 €34.6m) in respect of performing lease receivables.

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

March 31,
2020

€

36,317,534

1,307,884,851
(2,025,497)

December 31,
2019

€

37,658,889

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

1,342,176,888

1,337,858,685

58,405,156

832,828,924
(6,906,136)

54,838,525

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

884,327,944

897,414,210

The secured amounts include €63m (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.
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GRENKE FINANCE PLC

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS FOR THE THREE
MONTHS AT 31 MARCH 2020

4. AMOUNTS DUE FROM GROUP UNDERTAKINGS (Continued)
The balance of the secured amounts €31m (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.
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 €8.9m (31 December
2019 €4.6m) in respect of amounts due from group companies. The increase is due
to the Grenke AG Group 1 Year risk of default as determined by Bloomberg increasing
from 0.052% at 31 December 2019 to 0.247% at 31 March 2020 principally due to the
COVID 19 pandemic.
5. DERIVATIVE FINANCIAL INSTRUMENTS
March 31, December 31,
2020 2019
€ €
Asset
Derivatives without hedging relationship
Forward exchange contracts 13,250,165 2,030,005
Derivatives designated as hedging
Interest rate swaps 14,382 27,661
Cross currency swaps 7,407,351 592,039
20,671,898 2,649,705
Liabilities
Derivatives without hedging relationship
Forward exchange contracts 3,113,778 10,355,170
Derivatives designated as hedging
Cross currency swaps 813,661 3,233,551
3,927,439 13,588,721

Derivatives without hedging relationship relate to forward exchange contracts with a
positive and negative fair value entered into to hedge foreign exchange exposure with
a Euro nominal value of €477m (31 December 2019: €411m).

Derivatives designated as hedging relate to cross currency swaps with a negative and
positive value entered into to hedge foreign exchange exposure on foreign currency
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GRENKE FINANCE PLC

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS FOR THE THREE

MONTHS AT 31 MARCH 2020

5. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

bonds of the € equivalent of €184m (31 December 2019: €147m) and an interest rate
swap which was entered into to hedge interest rate exposure on asset based liabilities

of €50m (31 December 2019 €50m).

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

when required.

6. DEBT SECURITIES IN ISSUE
March 31, December 31,
2020 2019
€ €

Repayable in less than one year

Bonds 253,000,000 273,000,000
Promissory loan note 82,500,000 57,500,000
Commercial paper 143,500,000 226,500,000
Unamortised discount on bonds and notes in issue (1,139,062) (1,158,397)
477,860,938 555,841,603
March 31, December 31,
2020 2019
€ €

Repayable in more than one year
but less than five years
Bonds

2,108,011,751

1,849,131,528

Promissory loan note 137,000,000 163,000,000
Unamortised discount on bonds and notes in issue (4,224,647) (4,445,002)
Repayable in more than five years

Bonds 332,051,589 583,565,777
Promissory loan note 131,000,000 131,000,000
Unamortised discount on bonds and notes in issue (346,154) (350,677)

Bonds

2,703,492,538

2,721,901,626

3,181,353,476

3,277,743,229

In the fiscal year to date, one (31 March 2019: three) new Euro bond was issued with
a total volume of €10m (31 March 2019: €321.5m) and also one HK $ 300m bond
which when converted to Euro realised €35m. Cross currency swaps are in place
which means that the equivalent amount of € that was originally realised will have to
be repaid on the maturity dates and that the fixed interest rates repayable in the foreign
currency are fixed in € over the life of the bonds.

In addition €nil (31 March 2019: €20m) was added to bonds issued in previous years.

Three bonds (31 March 2019: four) with an aggregate volume of €60m (31 March 2019:
17



GRENKE FINANCE PLC

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS FOR THE THREE

MONTHS AT 31 MARCH 2020
6. DEBT SECURITIES IN ISSUE (Continued)
€85m) were redeemed on schedule.

Promissory Notes

In the fiscal year to date, one (31 March 2019: one) promissory notes with a total
volume of €19m (31 March 2019: 10m) have been issued. One Promissory note with
a volumes of €20m (31 March 2019: €12.5m) were redeemed on schedule.

Commercial Paper

In the fiscal year to date, commercial paper with a volume of €65m (31 March 2019:
€80m) was issued. Commercial paper with a volume of €148m (31 March 2019:

€155m) was repaid on schedule.

7. BANK LOANS

Amount due after one year:
European central bank loan

Reserve accounts

Revolving credit facility drawn down

8 AMOUNT OWED TO GROUP UNDERTAKINGS

Amount due after one year:
Amount due to GRENKE Bank AG
Amount due in less than one year:
Amount due to GRENKE Bank AG
Amount due on current account
Amount due on cash pool accounts

March 31, December 31,
2020 2019

€ €
10,000,000 -
23,101,169 7,938,928
80,000,000 45,000,000
103,101,169 52,938,928
March 31, December 31,
2020 2019

€ €
417,338,222 389,791,060
233,595,583 211,867,884
14,360,713 75,693,531
52,070,614 8,325,904
300,026,910 295,887,319

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
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GRENKE FINANCE PLC

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS FOR THE THREE
MONTHS AT 31 MARCH 2020

8 AMOUNT OWED TO GROUP UNDERTAKINGS (Continued)
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 cash pool amounts of €52,070,614 (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 €14,360,713 (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.
9. ASSET BASED LIABILITIES
March 31, December 31,
2020 2019
€ €
Amount due after one year 271,601,218 220,830,423
Deferred set up costs (133,653) (158,609)
271,467,565 220,671,814
Amount due in less than one year 157,366,619 143,718,427
Deferred set up costs (99,824) (99,824)
157,266,795 143,618,603

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" (UniCredit is the sponsoring bank) (FCT GK
2), FCT "GK"-COMPARTMENT "G 3" (HSBC is the sponsoring bank) (FCT GK 3) and
FCT "GK"-COMPARTMENT "G 4" (Landesbank Hessen-Thuringen Girozentrale
(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 €171m of the volume has been
utilised at 31 March 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 €189m (31 December 2019:
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NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS FOR THE THREE
MONTHS AT 31 MARCH 2020

9.

10.

11.

12.

ASSET BASED LIABILITIES (Continued)

€145.5m) had been utilised at 31 March 2020.

The programme volume, that is the net present value of the lease receivables that may
be sold to the SPV, for FCT GK 4 is €150m of which €149m (31 December 2019:
€92.5m) had been utilised at 31 March 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.

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 FCT GK 4.

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.

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 €42,270,236
(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 REPORTING DATE

There were no significant events after the reporting date.
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GRENKE FINANCE PLC

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS FOR THE THREE
MONTHS AT 31 MARCH 2020

13. APPROVAL OF THE FINANCIAL STATEMENTS

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