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By reading or reviewing the presentation that follows, you agree to be bound by the following limitations. 
 
This presentation has been prepared by Garfunkelux Holdco 2 S.A. (the “Company”) solely for informational purposes.  For the purposes of this disclaimer, the presentation that follows shall mean and 
include the slides that follow, the oral presentation of the slides by the Company or any person on their behalf, any question-and-answer session that follows the oral presentation, hard copies of this 
document and any materials distributed in connection with the presentation.  By attending the meeting at which the presentation is made, dialing into the teleconference during which the presentation 
is made or reading the presentation, you will be deemed to have agreed to all of the restrictions that apply with regard to the presentation and acknowledged that you understand the legal regulatory 
sanctions attached to the misuse, disclosure or improper circulation of the presentation. 
 
The Company may have included certain non-IFRS financial measures in this presentation, including Estimated Remaining Collections (“ERC”), Adjusted EBITDA, Portfolio Acquisitions, Net Debt and 
certain other financial measures and ratios. These measurements may not be comparable to those of other companies and may be calculated differently from similar measurements under the 
indentures governing the Company’s and Senior Notes due 2023 and the Company’s direct subsidiary (Garfunkelux Holdco 3 S.A.) Senior Secured Notes due 2021 and 2022. Reference to these non-IFRS 
financial measures should be considered in addition to IFRS financial measures, but should not be considered a substitute for results that are presented in accordance with IFRS.   
 
Certain information contained in this presentation has not been subject to any independent audit or review. A significant portion of the information contained in this document, including all market data 
and trend information, is based on estimates or expectations of the Company, and there can be no assurance that these estimates or expectations are or will prove to be accurate. Our internal estimates 
have not been verified by an external expert, and we cannot guarantee that a third party using different methods to assemble, analyse or compute market information and data would obtain or 
generate the same results. We have not verified the accuracy of such information, data or predictions contained in this report that were taken or derived from industry publications, public documents of 
our competitors or other external sources. Further, our competitors may define our and their markets differently than we do. In addition, past performance of the Company is not indicative of future 
performance. The future performance of the Company will depend on numerous factors which are subject to uncertainty. 
 
Certain statements contained in this document that are not statements of historical fact, including, without limitation, any statements preceded by, followed by or including the words “targets,” 
“believes,” “expects,” “aims,” “intends,” “may,” “anticipates,” “would,” “could” or similar expressions or the negative thereof, constitute forward-looking statements, notwithstanding that such 
statements are not specifically identified.  In addition, certain statements may be contained in press releases, and in oral and written statements made by or with the approval of the Company that are 
not statements of historical fact and constitute forward-looking statements.  Examples of forward-looking statements include, but are not limited to: (i) statements about future financial and operating 
results; (ii) statements of strategic objectives, business prospects, future financial condition, budgets, projected levels of production, projected costs and projected levels of revenues and profits of the 
Company or its management or board of directors; (iii) statements of future economic performance; and (iv) statements of assumptions underlying such statements.   
 
Forward-looking statements are not guarantees of future performance and involve certain risks, uncertainties and assumptions which are difficult to predict and outside of the control of the 
management of the Company. Therefore, actual outcomes and results may differ materially from what is expressed or forecasted in such forward-looking statements. We have based these assumptions 
on information currently available to us, if any one or more of these assumptions turn out to be incorrect, actual market results may differ from those predicted. While we do not know what impact any 
such differences may have on our business, if there are such differences, our future results of operations and financial condition, and the market price of the notes, could be materially adversely 
affected. You should not place undue reliance on these forward-looking statements. All subsequent written and oral forward-looking statements concerning the proposed transaction or other matters 
and attributable to the Company or any person acting on its behalf are expressly qualified in their entirety by the cautionary statements referenced above. Forward-looking statements speak only as of 
the date on which such statements are made. The Company expressly disclaims any obligation or undertaking to disseminate any updates or revisions to any forward-looking statement to reflect events 
or circumstances after the date on which such statement is made, or to reflect the occurrence of unanticipated events.  
 
The presentation does not constitute or form part of, and should not be construed as, an offer to sell or issue, or the solicitation of an offer to purchase, subscribe to or acquire the Company or the 
Company’s securities, or an inducement to enter into investment activity in any jurisdiction in which such offer, solicitation, inducement or sale would be unlawful prior to registration, exemption from 
registration or qualification under the securities laws of such jurisdiction.  No part of this presentation, nor the fact of its distribution, should form the basis of, or be relied on in connection with, any 
contract or commitment or investment decision whatsoever.  This presentation is not for publication, release or distribution in any jurisdiction where to do so would constitute a violation of the relevant 
laws of such jurisdiction nor should it be taken or transmitted into such jurisdiction. 

Disclaimer 
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Presenters 

Jon Trott 

Head of Investor Relations 

 

 Joined the Group in October 2013 

 11 years of Financial Services 
experience 

 Previously with HSBC, Santander and 
General Electric 

Claire Johnson 

Group Financial Controller 
 

 Joined the Group in June 2015 

 Qualified with Deloitte 1997 

 c. 20 years experience 

 Experience of working in Financial 
Services and International FTSE/AIM 
listed Plc’s 
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Setting Our Agenda 

What assumptions do you make to derive your quoted ERC replacement 
rate figure? 
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II. IFRS Accounting – Amortised Cost (EIR) 

III. ERC Replacement Rate  

IV. Key Reconciliations 

Our Agenda 

V. Future Reporting 

VI. Q&A 

I. “GH2” Income Statement – A Walk Through 
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Garfunkelux Holdco 2 S.A. Income Statement 
A Walk-Through 

 3 months to 30 September 2016 £000 

Revenue 

Income from portfolio investments 50,885 

Portfolio write up 33,992 

Portfolio fair value release (857) 

Service revenue 41,250 

Other revenue 746 

Total Revenue 126,016 

Other income 1,419 

Operating expenses 

Collection activity costs (49,477) 

Other expenses (36,367) 

Total operating expenses (85,844) 

Operating profit 41,591 

Interest income 282 

Finance costs (31,963) 

Profit / (loss) before tax 9,910 

Tax expense (2,208) 

Profit / (loss) for the period 7,702 



8 Strictly Private and Confidential  

II. IFRS Accounting – Amortised Cost (EIR) 

III. ERC Replacement Rate  

IV. Key Reconciliations 

V. Future Reporting 

VI. Q&A 

I. “GH2” Income Statement – A Walk Through 



9 Strictly Private and Confidential  

IFRS Accounting – Amortised Cost (EIR)  
Setting The Scene – Our Income Statement And Balance Sheet 

 
Income Statement Balance Sheet 

The entries shown on the face of the financial statements when accounting for acquired 
portfolio investments under IAS39 
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IFRS Accounting – Amortised Cost (EIR)  
Establishing The Effective Interest Rate 

 

 The EIR is the rate that exactly discounts estimated future cash receipts of the acquired portfolio 
asset to the net carrying amount at initial recognition (i.e. the price paid to acquire the asset) 
 

 These estimated future cash receipts are reflective of the conditions within each market the Group 
operates and range from 84 months (UK) to 120 months (DACH) 
 

 A simplified worked example… 

In this example, this is purely the purchase price of the 
portfolio 

Gross collections over 84 months 

40.5% being the rate that exactly discounts the gross 
collections back to the £1,000 purchase price 
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IFRS Accounting – Amortised Cost (EIR)  
Interpreting The Underlying Principles 

 

 Given nature of these portfolio investments 
(Non-Performing Loans), typically cash profiles 
are front-end loaded 

 

Cash Recognition 

 

Acquired portfolio investments are a financial asset (“contractual right to receive cash”) 
 

Amortised Cost, EIR Recognition 

 Under EIR, we recognise a constant yield over 
the life of the portfolio 
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Gross collections over 
life of the portfolio* 

Income from portfolio 
investments 

* For the purposes of this simplified illustration, we have assumed a portfolio with a 15 year life i.e. no further collections expected after 15 years  

Yield 
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IFRS Accounting – Amortised Cost (EIR)  
Interpreting The Underlying Principles 

 
 

Over the life of the portfolio… 
Cumulative Gross Cash-Flows Less Purchase Price = Cumulative Total EIR Revenue 

 

Cumulative Gross 
Cash-Flows 

Cumulative Total EIR 
Revenue 

Cumulative Gross Cash-Flows = Gross collections over life of the portfolio  
 

Cumulative Total EIR Revenue = Income from portfolio investments plus Portfolio write-up over life of the portfolio  

2,980 

1,980 

Difference 
of 1,000      

= Purchase 
Price 
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Drivers of “Revaluations” – Two Main Components 

0 84 85 

Opening Balance (84 Mths) 

Months 

Closing Balance (Next rolling 84 Mths) 

New value 
in tail 

1. Time Period Roll-Forward – Static Curve 

IFRS Accounting – Amortised Cost (EIR)  
Insight Into Portfolio Write-Up (“Revaluation”) 

Rolling 84 Month Example… 

A ‘mechanical’ calculation that drives revaluation through rolling-in the value present in the tail of 
the collections curve (the 85th / 121st month) 

1 
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Incremental collections to 
existing curves – increases the 
portfolio asset value and thus 
a positive “revaluation” would 
be recognised at the point the 
estimation is changed 

IFRS Accounting – Amortised Cost (EIR)  
Insight Into Portfolio Write-Up (“Revaluation”) 

2. Revaluation from Incremental Collections 

Incremental Collections Uplift… 

 A period of over-or under-performance versus collections expectations 
leading to an uplift or reduction in expected collections 

 An on-going focus across the Group to drive sustainable incremental 
collections from paying or non-paying accounts by leveraging continuous 
improvements 

A period of collections over-or 
under-performance leading to an 

adjustment in the carrying value of 
the portfolio by revising the 

estimated cash flows 

0 84 85 
Months 

Drivers of “Revaluations” – Two Main Components 



15 Strictly Private and Confidential  

 Year 0 (Day 1); 
 Asset recognised equal to the purchase price 

 

 Year 1 (and subsequent points); 
 Asset value recorded represents the next 84 months gross collections discounted using the portfolio’s specific 

EIR rate 
 Actual gross collections netted off 

 

 Two items are recorded on the income statement; 
 Income from portfolio investments (“Yield”) being the opening asset value multiplied by the portfolio’s 

specific EIR 
 

 Portfolio write-up (“Revaluation”) 

2 

1 

1 

2 

4 

3 

4 

5 

IFRS Accounting – Amortised Cost (EIR)  
Initial & Subsequent Recognition 

 
 Based on our illustrative simplified portfolio… 

5 

3 
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ERC Replacement Rate  
A Walk-Through 

 
 

A 

B 

B 

Replacement Rate =  
0 to12m collections − roll forward collections

Gross Money Multiple
 

Replacement Rate =  
331 − 46 + 8

2.3x
 

Replacement Rate = 𝑐. 120 

B 

C 

 0-12m collections of £331m sourced from 
reported ERC profile in the latest OM 

 

 Roll forward collections of the current ERC is 
calculated assuming the same decay rate as 
last period; 

 Lowell: 51 * (51/58) = £46m 

 GFKL: 9 * (9/10) = £8m 

 

 We assume a blended Gross Money Multiple 
(GMM) based on our more recent vintages 

 With GMM calculated as; 

 
 

Notes 

A 

B 

C 

ERC Replacement Rate Formula (£m) 

OM Extract (14 Sept 2016), page 45 

A 

Actual collections to date + 120m Gross ERC

Purchase price
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 Quite simply the difference between 
 

 Gross collections for the period and; 
 ‘Income from portfolio investments’ (“Yield”) 

 
 Using our illustrative simplified portfolio… 

 
 
 
 
 
 
 
 
 
 

 Important to remember that amortisation is a backward looking metric 

) - ( 

Key Reconciliations 
Portfolio Amortisation 

EIR – Portfolio Amortisation 

4 3 

4 

3 



20 Strictly Private and Confidential  

Key Reconciliations – Cash EBITDA 
Based On Q3-16 Results 

 

 Add back; 
 Portfolio Amortisation to derive Cash 

collections on owned assets 
Deduct; 
 Portfolio write-up (non-cash item) 

 
 

 Add back (consistent across both walks);  
 Non-cash items  
 Non-recurring items 

 
 

 Walk starts from a cash basis 
 

GH2 Q3-16 Interim Financials, P19 

ii 

i 

ii 

i Operating 
Profit to 

Cash 
EBITDA 

ii 

Cash 
Collections 

to Cash 
EBITDA 

iii iii 
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Key Reconciliations – NPL Acquisitions  
Based On Q3-16 Results 

 GH2 Q3-16 Investor Presentation, P10 GH2 Q3-16 Interim Financials, P17 (Note 3) 

GH2 Q3-16 Interim Financials, P11 (Cash-flow statement) 

Net 
Movement 

of 
£67,890k 

Reconciliation 

 
Net Movement (Note 3) 
 
Deduct; 
- Portfolios acquired through 

acquisition of subsidiary 
 
- Other – FX 

 
Increase in portfolio investments 

£k 
67,890 

 
 

(18,336) 
 

 
(4,910) 

 
44,644 
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Future Reporting 
IFRS 9 – Financial Instruments 

 

1. Classification and Measurement 
 
a) Fair Value Through P&L 

 

b) Fair Value Through Other Comprehensive Income 
 

c) Valuation at Amortised Cost 
 
 

2. Impairment  
 
 

3. Hedging 

Three Main Areas 
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