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LETTER FROM THE CEO

Dear esteemed investors, business partners, and colleagues,

A lot has happened since 2004, and even more has changed. We have expanded and have grown tremen-
dously in numbers and experience. APS manages 94 portfolios valued at EUR 9.4 billion, and the turnover
of the entire holding has reached EUR 46 million with a net profit of EUR 4.6 million — that is why | like to say

that every year is a good year.

In our 15th anniversary year, we managed to strength-
en our position as a regional leader in investment,
management, and recovery for problematic portfoli-
0s; among other achievements, this was due to suc-
cessful acqusitions in Bosnia and Herzegovina and in
Montenegro. These acquisitions were a symbolic cul-
mination of the effort that started with opening local
offices in these countries in the second half of 2018.

Having established such a strong position, we now
have sufficient energy, the requisite manpower, and a
reliable enough network of stable and strong partners
that we can think of opening new offices in Western
Europe in the coming years and, more importantly,
reach beyond the shores of the Old Continent. We are
currently exploring opportunities in Commonwealth
of Independent States (CIS) countries and selected
Asia and Latin America markets. Of course, the trans-
formation of APS into a global player will not happen
overnight — it will have to be accomplished gradual-
ly in stages, much in the same manner in which APS
expanded into Central, Eastern, and South-eastern
Europe.

| already mentioned our successes in the Balkans
during 2019. We acquired a Bosnian portfolio, se-
cured predominantly by commercial property, with a
nominal value of EUR 441 million; another acquisition
of problematic debts after maturity is valued nominal-
ly at EUR 192 million.

We were also active in our traditional market in Cy-
prus where we acquired an NPL portfolio contain-
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ing approximately 8,800 consumer loans and 900
loans to small and medium-sized businesses, valued
nominally at EUR 245 million. This acquisition has
underlined our commitment to investments into the
Cypriot economy and to helping local banks with
deleveraging. Together with our partners, we have
completed acquisition of an NPL portfolio held by
UniCredit Bulbank; the nominal value of these NPL
receivables is EUR 50 million.

Aside from these acquisitions, we gained several
servicing deals in the recovery area: in Cyprus, we
service a Hellenic Bank portfolio valued at EUR 160
million; in Romania, we facilitate servicing for our
partners from the banking, telecommunication, busi-
ness, and leasing industries.

We have also been successful in Central Europe,
namely in Poland and the Czech Republic. In Poland,
we have entered into a service contract with Teleme-
dycyna Polska; meanwhile, the Czech branch of APS
is servicing more than 20,000 loans in collaboration
with Generali Group and has been very successful
in car repossession for its largest client, Volkswagen
Financial Services.

Among the top news of the year is the establishment
of a separate APS Real Estate division. The main mo-
tivation and driver for strengthening our real estate
team was the number of successful acquisitions of
real estate portfolios in the past two years: previous-
ly in Austria, and this year we acquired real estate
assets in Hungary. With the new division up and run-
ning, we have started working in earnest on residen-
tial real estate development projects in the heart of
Prague and in Bucharest.

In the last few paragraphs, | would like mention the
activities of the APS charity foundation, Seeding
Knowledge. At APS, we are well aware of the current
social and environmental challenges. We do not ig-
nore these challenges, but on the contrary take our
share of responsibility by supporting charitable proj-
ects in three different ways: (a) donating funds raised
among employees to a specific good cause; (b) APS
branches supporting non-profit organizations or ini-
tiatives in their region; and (c) sponsoring the APS
Seeding Knowledge foundation, which is active in
Romania and the Czech Repubilic.

In Romania, the foundation focuses on, among other
areas, supporting the education of talented children
from socially disadvantaged families. APS also part-
ners with the famous Rapid Bucharest football club
and supports its junior academy.

In the Czech Republic, the foundation focuses on
subsidizing education for elderly citizens, non-prof-
it organization education, and support for environ-
ment protection and human rights initiatives that
promote equal opportunities and a prejudice-free
society. The foundation also includes employees in
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its activities, whether they’re providing expertise or
voting on specific projects.

In March 2020, APS Group was affected by the
COVID-19 pandemic. APS is currently facing the
necessary measures adopted by local governments
to mitigate the social and economic impacts of the
COVID-19 pandemic.

We expect that the current situation caused by the
outbreak of COVID-19 will have a short-term nega-
tive impact on our revenues as a result of a decline
in loan repayment caused by restrictive and protec-
tive measures adopted by national governments.
Furthermore, we expect a decrease in investment
activity by our main investors as a result of elevated
uncertainty on the market.

In the mid-term horizon, we anticipate significant
growth in the volume of NPLs in all countries where
the Group operates, and our main business activity
is acquisition and subsequent asset management of
these.

Therefore, we expect that APS will conduct, togeth-
er with its foreign investors, remarkable acquisitions
and follow-up management of big corporate NPL
portfolios in the upcoming months and years, which
will lead to an increase in revenues and profit for the
Group.

In closing, | would like to thank everyone who has
invested their time, commitment, and energy into
the APS brand during 2019. That includes not only
our employees but also you, our investment and
business partners. Without you, none of what we do
would be possible.

Sincerely,

=

Martin Machon
Chairman of the Board and CEO
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COMPANY PROFILE AND HISTORY

APS was founded in 2004 in Prague, Czechia, as a captive servicer of Slavia Capital Group. Since then, it has
become a multinational asset management company specialized in distressed debt investing that operates
in 13 countries, located primarily in Central and South-eastern Europe, with a total of 886 employees. As of
31 December 2019, we managed 94 NPL portfolios with a total nominal value of more than EUR 9.4 billion.

The core of our activities comprises three key busi-
ness lines — alternative asset management, debt re-
covery, and real estate investment. The APS Invest-
ment division carries out a full range of professional
services related to investments into all classes of dis-
tressed assets and management of the entire invest-
ment process. Our Recovery teams cover all types of
collection activities that lead to successful debt recov-
ery of portfolios, either on our books or serviced by
us. Our Real Estate organization serves as an investor
and manager of real estate assets with the potential
to create superior value.

Our operations would not be conceivable without a
large pool of highly-skilled and knowledgeable pro-
fessionals. Currently, there are more than 800 spe-
cialists working for the group. Thanks to their exper-
tise, they are able to take into account the specificities
and volatility of each market and prepare tailor-made
solutions for our clients.

At APS, we strictly adhere to the highest ethical stan-

APS AT A GLANCE

Headquarters in Luxembourg
Operating in Bosnia and Herzegovina,
Bulgaria, Croatia, Cyprus,
Czechia, Greece, Hungary,
Montenegro, Poland,
Romania, Serbia,

Slovakia, Luxembourg.

dards of business conduct. This value has been an
essential and integral part of our corporate strategy
from the very beginning and serves as a compass in
all decisions we make — from large transactions to dai-
ly contact with our partners, clients and customers.

An equally important value for us is continuity. Long-
term cooperation with national institutions and supra-
national regulators and banks makes APS a trusted,
reliable, and stable partner.

Distressed debt poses a burden for both creditors
and debtors as well as a serious risk for entire econo-
mies. Our mission is to enter these adverse situations
and bring as much benefit as possible to all parties
involved. Distressed asset investment has proven to
be the most effective tool for banks to improve their
credit quality, achieve better liquidity, and become
more resistant to sudden economic fluctuations. We
also help defaulting debtors to find the best way to
free themselves of bad debts. The results we deliver
bring profit to the whole society.

HISTORY

COMPANY PROFILE AND HISTORY

Ceaseless accomplishment, advancement, strengthening our position as a leader on the Central and

South-eastern European market, and further expansion into new markets have marked the history of APS.

Over the course of our 15-year presence on the market, we have succeeded in setting up APS as a sound

and reliable partner on a European-wide scale.

APS started its activities in 2004 when it was founded
as a member and captive servicer of Slavia Capital
Group. The great dedication of its former team led
to the first remarkable achievement: a portfolio pur-
chased from Cesk& Spofitelna (@ member of Erste
Group) with a nominal value (NV) of EUR 25 million,
which was met within the same year. The current
sole shareholder, Martin Machon, was hired to de-
velop greenfield projects under a Czech permit as a
supervisor. With his unique skills and a competitive
approach, he rapidly enlarged the company while
choosing the best experts on the market to join and
received a minority share in APS.

In 2005, APS made its first cross border transactions
in Serbia and Slovakia and gradually expanded its op-
erations and services.

In 2007, APS saw a year of significant growth. New
investment platforms were developed in Poland and
Romania with the backing of London- and US-based
investors.

In 2009, Slavia Capital consolidated its portfolio of
NPLs and raised new capital for Loan Management,
a Slovak-Cypriot investment structure. In addition, a
large securitization fund was bought from Varde in
Poland.

In 2012, greenfield expansion into Bulgaria took
place and the first corporate NPL portfolio ever to be
marketed in that region was successfully obtained.

In 2013, APS marked another important step in its
history by introducing its first closed-end investment
fund for eligible investors — APS Fund Alpha. Another

turning point for our growth in 2013 was the start of
our trusted relationship with the International Finance
Corporation (IFC; a member of the World Bank Group).

In 2014, APS won its first secured retail portfolio from
Volksbank Romania with a NV surpassing EUR 500
million.

In 2015, Martin Machon, CEO and previously a mi-
nority shareholder, purchased the majority interest
and became the sole shareholder. In the same year,
we launched a brand-new real estate investment ser-
vices division, thereby broadening our portfolio of
products.

In 2016, we carried out the largest acquisition of its
kind in South-eastern Europe and acquired portfolios
totalling EUR 1.3 billion. We continued to grow and en-
tered the markets in Croatia, Hungary and Cyprus. In
addition, this year was marked by the launch of APS
Delta, a non-regulated securitization vehicle in Lux-
embourg.

In 2017, APS purchased the NPL and real estate man-
agement company of Hellenic Bank Public Company
Ltd in Cyprus, thereby facilitating the full operation of
the new Real Estate division. The goal of the partner-
ship was based on the concept of a joint venture in
support of Cypriot economic recovery. In the same
year, APS Romania celebrated the 10th anniversary of
its presence on the market.

In 2018, our presence was significantly extended as
we proceeded to set up offices in Bosnia and Her-
zegovina and Montenegro. We launched operations
in Greece by securing the largest deal in our history

9



COMPANY PROFILE AND HISTORY

— Piraeus Bank’s NPL portfolio with an NV exceed-
ing EUR 2.3 billion. The APS Real Estate wing took
over part of the commercial leasing portfolio orig-
inally held by the Real Estate Division of Immigon
and started managing contracts with a total value of
EUR 13 million.

In 2019, APS significantly strengthened its position
in the region as we acquired two NPL portfolios in

3.0 80

4.4

5.5
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Bosnia and Herzegovina and Montenegro, thereby
aspiring to the position of fastest growing distressed
debt investor and servicer in South-eastern Europe.
Moreover, APS’s Real Estate business line strength-
ened while building the Casazela and Syndre Valu-
ation network, which is currently functioning in five
European countries (Croatia, the Czech Republic,
Hungary, Romania, and Serbia).

2019

819
number 886
of employees
86
number
of portfolios
(incl. sold portfolios) 94
8.8

assets under
advisory

(inc. sold portfolios 9 4

in EUR bn)

2005

APS expanded in
to Serbia and Slovakia

2009

Serraghis Loan Management
was consolidated

2013

Launching APS Fund Alpha

2015

Martin Machon became the sole
shareholder of APS

2017

APS Romania reached
the milestone of 10 years
on the market

2019

15th anniversary of APS and the Real
Estate business line

strengthened while building the
Casazela and Syndre Valuation
network in five European countries

COMPANY PROFILE AND HISTORY

APS was established

® 2007

New branches in
Romania and Poland

® 2012

Greenfield expansion
into Bulgaria

* 2014

APS won its first secured
retail portfolio
(NV more than EUR 500 mil)

® 2016

APS executed the largest
transaction with a total
value of EUR 1.3 billion

® 2018

APS launched operations
in Greece

1



APS GLOBAL COVERAGE APS GLOBAL COVERAGE

_ 13 _ Poland (PL)
Presence in European countries established: 2007
800 office address: Aleksandra
. . Ostrowskiego 13D, Wroctaw, X
with more than professionals 53.238 Poland Slovakia (SK)

established: 2005
office address: Vajnorska 100/B,

enables Complete coverage of Bratislava, Nové Mesto 831 04, Slovakia

Central Europe & South-eastern Europe

Hungary (HU)
established: 2016 Croatia (HR)
office address: Paulay Ede utca 55, established: 2016/2017

1061 Budapest, Hungary office address:
Hektorovic¢eva ulica 2,

Zagreb, Croatia

Czech Republic (CZ)
established: 2004

office address: Celetnd 988/38,
Staré Mésto, 110 00 Prague 1,
Prague, Czech Republic

Serbia (RS)

established: 2005

office address: Kosovska 10,
Beograd-Stari Grad, Serbia

y

Romania (RO)

established: 2007

office address: 246C Calea Floreasca,
SkyTower building, 014476 Bucharest,
Romania

Luxembourg (LU)
established: 2015
office address: 14, rue Edward Steichen,
L-2540 Luxembourg

......................... o Montenegro (ME)

established: 2018

office address: Bulevar Sv. Petra
Cetinjskog br. 130, Podgorica
Montenegro

Bulgaria (BG)

established: 2012

office address: 81B, Bulgaria Boulevard,
1404 Sofia, district Triaditsa, Bulgaria

St

Expansion targets
Austria (AUT)

Slovenia (Sl) ‘
galy'(lTl)ESP Bosnia and Herzegovina (BA)
Uia”? ( u)A established: 2018 - oy
raine (UA) office address: ul. Hiseta 15, Greece (GR) esﬁzrbtlli::;éed')2016
/1000 Sarajevo, Bosnia and established: 2014 office address: Strovolou 236
Herzegovina office address: Paleologou St. Halandri, ’

Strovolos 2048 Nicosia, Cyprus
152 32, Greece
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COMPANY STRUCTURE

APS Holding S.A. (the “Company”) was established as a joint stock company (société anonyme) existing un-
der the laws of the Grand Duchy of Luxembourg and registered with the Luxembourg Trade and Companies
Register (Registre de Commerce et des Sociétés) under reg. No. B 201461 on 16 November 2015.

The registered office of the Company is 14, rue Ed-
ward Steichen, L-2540 Luxembourg, Grand Duchy of
Luxembourg.

The subscribed share capital of the Company is fixed
at EUR 31,000. The Company is owned by the sole
shareholder Martin Machon.

As the parent of the APS Group, the Company holds

100% ownership interest and/or issued share capital
in the following companies:

16

« APS Management Services s.r.o., ASP Recovery a.s.,
and APS Finance a.s., all established and existing un-
der the laws of the Czech Repubilic; and

« APS Investments S.a r.l. and APS Investment Funds
S.a r.l., both established and existing under the laws
of the Grand Duchy of Luxembourg.

The Company is administered by the Board of Direc-
tors (Conseil d’administration) with three members,
comprising Nicoletta Leone, Reeba Nachtegaele, and
Martin Machon.

COMPANY STRUCTURE

APS Holding S.A. is the parent company of individual APS Group entities through either direct or indirect own-

ership of shares or ownership interests in the group companies.

Organization chart of APS Group; as modified during 2019,

W

CZECH REPUBLIC

* APS Recovery a.s.

* APS CZ&SK SERVICES s.r.0.

* APS Recovery Management s.r.o.
* APS MIP, s.r.0.

* APS Real Estate s.r.o.

* Syndre Holding Company s.r.o.

* Casazela Holding Company s.r.o.
* APS BETA, a.s.

* APS GAMMA s.r0.

* APS Finance a.s.

* APS Management Services s.r.0.

the group comprised these main subsidiaries:

@

SLOVAKIA

® APS Investment s. r. 0.
* APS SK Servicing s.r.o.

POLAND
‘ * APS Poland S.A.
HUNGARY

* APS Hungary KFT.
* APS Recovery Hungary KFT.
* Casazela Kft.

‘ ' * Syndre Kft
MONTENEGRO ROMANIA P N
* APS Montenegro D.O.O. ® Asset Portfolio Servicicng Romania S.R.L.
IREglgenEs * Syndre Valuation SR.L. '
* Casazela Properties S.R.L.
* Serraghis Asset Management S.A. LUXEMBOURG
* APS Holding S.A.
* APS Delta S.A.
* APS Investment Funds S.a r.l.
' * APS Investments S.a r.l.
* APS Epsilon GP S.arl.
BULGARIA
® APS Finance O.0.D. (
* APS Bulgaria E.O.O.D. e
* APS BETA Bulgaria O.0.D. .‘ E
CYPRUS —
. 4
* APS Holding Cyprus Ltd. GREECE

* APS Debt Servicing Cyprus Ltd.

* APS HOMELAND PROPERTIES

% CYPRUS LTD.
v ~«

CROATIA

* APS Croatia d.o.0. SERBIA
* APS FUND BETA D.O.O. Beograd
* APS D.O.0. BEOGRAD
* CASAZELA DOO BELGRADE
-STARI GRAD

* SYNDRE DOO BELGRADE
-STARI GRAD

* APS Recovery Greece EPE

* APS Recovery Greece Credit
and Loan Servicig Société
Anonyme

&)

BOSNIA AND
HERZEGOVINA

* APS BH d.o.o.
17



ORGANIZATION CHART OF APS Holding S.A.

ORGANIZATION CHART OF APS Holding S.A.
GROUP CEO

Martin Machorn

INTERNAL AUDIT &

RISK
QUALITY MNGMT MANAGEMENT

Tom4&s Borovec Roman Binter

APS MANAGEMENT APS MANAGEMENT
SERVICES SERVICES
FINANCE OPERATIONS

Antonin Pfleger (CFO) Jifi Randus (COO)

FINANCE & LEGAL & HUMAN TAX & INFORMATION PROGRAM OFFICE PR &
CONTROLLING COMPLIANCE RESOURCES STRUCTURING TECHNOLOGY OFFICE PROCUREMENT MANAGEMENT MARKETING

APS
INVESTMENTS APS RECOVERY

APS REAL ESTATE

Jozef Martinak (CIO) Victor Angelescu (CEO) Peter Wojtusiak (CEO)

BUSINESS
DEVELOPMENT

ASSET REAL ESTATE REAL ESTATE
MANAGEMENT DEVELOPMENT INVESTMENTS

RE INVESTMENT
MANAGEMENT

FUND ADMIN &
L TRANSACTIONS CONTROLLING

> VALUATIONS - 2 o 5

Croatia

PERFORMANCE
MANAGEMENT

Hungary Hungary

> > -

L)
Romania < Romania ¢
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APS GROUP MANAGEMENT TEAM

APS GROUP MANAGEMENT TEAM
as of 31 December 2019

as of 31 December 2019

Antonin has 15 years of experience in financial management,
operations, internal and external auditing, consolidation, and treasury
and project management. Prior to joining APS, Antonin worked for

5 years at EY. Antonin is an internationally recognized Fellow Member
of the Chartered Association of Certified Accountants (FCCA).

ANTONIN PFLEGER
Chief Financial Officer

Jifi has over 20 years of management experience in service
management, IT, telecommunications, and software development.
Prior to joining APS, Jifi built and managed a global customer
support department for a major telco supplier, ran payment
integration programs with mobile phone app store providers,

and acted as a technical authority within a software development

MARTIN MACHON division.
Owner and CEO

JIRI RANDUS
Chief Operations Officer

Martin has over 16 years of experience in distressed asset management and advisory and has been an
integral part of APS from its inception. He has been involved in all phases of APS development since its

founding in 2004. Prior to establishing APS, Martin held management positions at Société Générale and
Lucent Technologies.

20
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APS GROUP MANAGEMENT TEAM APS GROUP MANAGEMENT TEAM

as of 31 December 2019 as of 31 December 2019
Jozef started his career at Slavia Capital focusing on distressed debt With over 10 years of experience in collecting receivables, Victor
investments (executed via APS) from 2008 to 2011. Afterward, he Angelescu is responsible for coordinating the activity of APS Roma-
worked at Petrus Advisers on the management of a special situations nia and developing the APS Group in such SEE countries as Bul-
fund, an active long/short equity fund focused on listed companies in garia, Serbia, and Greece. Prior to joining APS Romania, Victor held
Europe. He rejoined APS Investments in 2013 and has since executed management positions at Eurobank EFG and ProfiCredit IFN.

distressed debt transactions with aggregate volume exceeding EUR

500 million in investment value. Jozef has also overseen advisory

and portfolio construction of a variety of investment vehicles under CEO of APS Recovery
APS advisory. |

Chief Investment Officer

Roman oversees risk management for the APS Group. Roman has
spent close to a decade in the City of London serving as a portfolio
manager and a risk manager, managing investment pools in excess
of USD 1 billion of AUM (assets under management), and overseeing
risk across 20 investment funds with aggregate AUM totalling

USD 4 billion. Roman joined APS in 2018 and brings robust
experience with asset and risk management, broad knowledge of
liquid and illiquid investments, and strong strategic thinking.

Peter has over 20 years of experience in the fields of design,
construction, and real estate investment, during which time he has
developed a holistic industry perspective and in-depth knowledge
and understanding of the real estate industry across the residential,
retail, office, and industrial sectors. Prior to joining APS, Peter held the
position of Associate Director at CBRE Capital Markets, transacting
over EUR 600 million worth of real estate from value-add to core prime
assets. Peter is responsible for transaction origination and execution Chief Risk Officer
as well as overseeing the Asset Management and Valuations teams in

the CE and SEE region.

CEO of APS Real Estate
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APS Holding Ownership Structure
as of 31 December 2019
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APS Holding Ownership Structure
as of 31 December 2019

Mr. Martin Machon

APS Holding S.A. (LU)

APS Management Services s.r.o. (CZ)

\L 100% 100%
APS Finance a.s. (CZ)

\L 100% \L 100%

APS Investments S.a r.l. (LU) A APS Investment Funds S.a r.l. (LU) A

APS Real Estate s.r.0. (C2)

L5 100%

—> 100%

—> 100%

—> 100%

—> 100%

—> 100%

LS 100%

—> 100%

L5 100%

—> 100%

—>  100%

—> 100%

—> 100%

—> 100%

« APS Poland S.A. (PL) > 100%  « Casazela Holding Company s.r.o. —> 100% . APS GAMMA s.r.0. (CZ)
* APS Recovery Greece EPE (GR) —> 100% < Casazela Kft.(HU) —> 100% 50% <+ APS BETA Bulgaria E.0.0.D. (BG)
L 60%  APSRecovery Greece Credit > 100% « Casazela d.o.0. Beograd -Stari Grad (RS) 50% + APS FUND BETA d.o.0. Beograd (RS)

and Loan Servicing S.A. (GR)

* APS Bulgaria E.0.O.D. (BG) —> 100% + Casazela d.o.0. (HR) >  100% * APS Delta S.A. (LU)
* APS d.o.o. Beograd (RS) —>97%  «Casazela Properties S.R.L. (RO) LS o5% * APS BETA, a.s (C2) 5% &
* APS CZ&SK SERVICES s.r.0. (CZ) —> 100% e« Syndre Holding Company s.r.o. (CZ) > 100%  * APS Investment s.r.0. (SK)
* Asset Portfolio Servicing Romania S.R.L. (RO) —>100% * Syndre Kft. (HU) S 100%  *APSMIP,s.ro.(CZ)
L 0.033% * Serraghis Asset Management S.A. (RO) —> 100% * Syndre d.o.o. Beograd -Stari Grad (RS) -S> 3% * APS FINANCE O.0.D. (BG)
« APS Croatia d.0.0. (HR) —>100% * Syndre d.o.o0. (HR) LS 100%  *APS Epsilon GP S.a r.l. (LU)

« APS Holding Cyprus LTD (CY) —> 46%  *Syndre Valuations S.R.L. (RO)

L 51%  « APS Debt Servicing Cyprus LTD (CY)
L 100% <+ APS Homeland Properties Cyprus LTD (CY)
* APS Hungary Kft. (HU)
L 80%  * APS Recovery Hungary Kft. (HU)
* APS SK Servicing s.r.o. (SK)
* APS Recovery Management s.r.o. (CZ)
* APS Montenegro d.o.o. Podgorica (ME)

« APS BH d.o.0. (BA)

25



g
» _\_%%.&%........
..%iwww&?

A




APS is a company built on strong principles. Integrity, reliability, and trustworthiness are not mere words
for us but the very foundations of our operations. We are prepared to offer our profound expertise, long-

term experience, and customized solutions to a broad range of companies and institutions.

APS entered the distressed debt market in 2004 as
a captive servicer of Slavia Capital Group for
Czechia. Since then, we have developed into a full-
fledged multinational company that has gradually

entered 13 countries located predominantly in the
CESEE region. In each country, we have created a ro-
bust infrastructure of experienced employees led by
top experts with detailed knowledge of local market

{ the highest

e V ’

specifics and the competitive environment. Thanks to
their expertise, the transactions we conclude prove to
not only be profitable for our investors but also have a
positive impact on local communities and economies.

We specialize in acquiring, advising, and servicing
non-performing and also sub-performing and per-
forming portfolios. Thanks to our commitment to
providing excellent services and delivering strong re-
sults, we have become a valued and trusted partner
to the world’s top institutions and firms, including the
International Finance Corporation (IFC; a member of

the World Bank Group), AnaCap Financial Partners,
large financial houses from both Europe and the US,
investment funds, and private investors.

As a dynamic company, we continually expand our
market portfolio and search for new markets and in-
vestment opportunities not only in CESEE, but also in
Western Europe and outside the Old Continent, es-

pecially in so-called emerging markets. Every effort
we make is aimed at reaching our objectives: creating
great long-term profits for investors, helping debtors,
and benefiting local economies.






In 2019, our business lines comprised three main ar-
eas. The first is our strong Investments business line
consisting of the Investment Management division
and the Fund Management division. The traditional
Debt Recovery management of debts serviced by us
or on our books was carried out mainly through our
local branches. And the third is our expanding Real
Estate division.

Our investment and fund management teams pro-
vide comprehensive professional services related to
investments into all classes of distressed assets. We
serve as an investment advisor across the lifetime of
the investment: starting with deal origination and ac-
quisition and followed by performance management
and administration related to the ownership and man-
agement of the transactions. We identify investment
opportunities across the CEE and SEE region, target-
ing portfolio transactions as well as acquisitions of
operating entities with portfolios on the books. When
processing the acquisition of the distressed asset,
APS is engaged in comprehensive investment advi-
sory services such as portfolio valuation, collateral
analyses, recovery strategies analysis, and due dili-
gence support. Our team manages the transaction
through financial closing and continues with fund
administration, reporting, and performance and cash
flow management. Our advised transactions are fund-
ed by funds and accounts advised by APS as well as
institutional investors and family offices. On a deal-
by-deal basis, we also co-invest alongside reputable
institutional pan-European and global investors. We
are a trusted partner to the world’s top financial insti-
tutions and private investors as well as supranational
institutions, including the IFC, a member of the World
Bank, and the EBRD.

We have always provided recovery services covering
the full range of soft, field, and legal collection activ-
ities. We focus mainly on corporate collection and
also on retail recovery. Our clients are small and large
banks, insurance companies, funds, telcos, and insti-
tutional partners. The company employs hundreds of
call centre and recovery specialists. APS puts a great
emphasis on supporting collection processes with
technology. The competency and expertise of the
recovery specialists are also vital to us. Sharing best
practices across countries helps our specialists to ex-
pand their horizons and find more effective processes
and technological solutions.

Our real estate platform is a business line focusing
on advisory and transaction support to investors,
commercial property developers, corporates, and
homeowners for their personal and business proper-
ty needs. We also offer valuation and management
of real estate portfolio investments and financial real
estate advisory for both commercial and personal
properties.

Debt recovery is one of the core services that APS provides, and we have been doing so since our inception.

With more than 15 years of experience with distressed debt management across multiple jurisdictions, APS is

a trusted, reputable servicer to a large number of institutional investors and banks, having under management

a wide range of exposures including secured and unsecured retail and corporate debts.

We are recommended by our proven competitive ad-
vantages:

Multi unit, cross-country infrastructure for all kinds
of collection activities via locally based APS branches

The capability to export know-how and best prac-
tices to new regions

Continuous recovery process monitoring, data
analysis, reporting

An emphasis on innovation and quality in a way
that challenges most leading debt collection agen-
cies in the world

Experience as the first company to start servicing
corporate loans

Strong collection and recovery teams; extensive
knowledge of legal procedures (insolvency and en-
forcement) and the real estate market

Case Managers recruited from insolvency compa-
nies in the banking sector with extensive experience
in recovery (5-10 years of experience), some of whom
are also qualified as insolvency practitioners

Recovery services offered to over 100 clients and
a habit of keeping them thoroughly informed and in
control of the recovery process

94 portfolios managed and more than 500,000
loans under management

With more than 800 professionals across 13 regional
offices, APS has always relied significantly on devel-
oping and growing its own employees. We have had
many success stories of booming career paths with-
in the group, including reaching group — and coun-
try — management positions. We are proud to provide
space and time to internal talents who pay us back
with their great results. Dedication, motivation, and
talent combined with appropriate training and know-
how sharing are the keystone of APS culture.

The internal pool of employees is then supplemented
by specific skill sets from the market by recruiting ex-
perienced experts from banks, advising companies,
law firms, and other businesses.

We always take good care of them by implement-
ing new retention measures, better induction plans,
coaching and mentoring programmes, and rewards
for creative thinking. We praise initiative and drive
and encourage our employees to step up and raise
the standard.

The core recovery system that APS uses is Collection
Application One (Capone), state-of-the-art recovery
software that has been significantly tailored to the
specific uses of APS. Capone, which has been used at
APS for several years, has proven itself to be a great
tool for managing, tracking, and optimizing collection
strategies and processes. The system is also a very
effective source of data for the purpose of reporting
to APS itself and to its clients and investors.



For several years, APS has been using some of the
most advanced IT systems on the distressed debt
management market: Capone and Mediatel. This is a
highly automated, state-of-art integration that facili-
tates full range management of all Recovery business
lines. With the advantage of such comprehensive
technical tools, APS efficiently manages secured and
unsecured portfolios, contingency projects, and legal
and pre-legal streams.

The advantage of the system is that it is constantly
being developed and adjusted to the specifics of lo-
cal markets, while it also enables the use of group
know-how and common features. A high level of flex-
ibility also enables full integration with the systems of
our customers, leading to automatic and regular data

COLLECTION APPLICATION ONE (CAPONE)

exchanges. Capone can store and display complete
and detailed data about every entity: loan contracts,
guarantees, people, execution files, insolvency files,
bankruptcy files, and employers.

Capone allows the end user to fill in detailed data
about all steps in the legal process, including assess-
ments, auctions, insolvency, bankruptcy, execution,
queries to government institutions, live links to insol-
vency gazettes, and wage garnishments. End users
can also set up reminders, terms, and tasks that can
be monitored from the application’s calendar or by ac-
cessing the queue statistics tab, thus making sure all
legal proceedings are completed on time.

The core recovery management platform used by all APS branches. A scalable system built on top of an
Oracle database, Capone grants 100% stability and efficiency.

Capone is a comprehensive system that gathers under a single umbrella all necessary features, data con-
tent, and process dynamics. With its straight-forward structure, Capone provides countless options for
defining data exports for the scope of reporting to APS itself and to its clients and investors.

Capone is built on hierarchical levels, which adds an extra point to the business user experience by offer-
ing a 360° view of all parties involved in a business process. The system is continuously evolving in order to
accommodate the most recent and demanding distressed debt market strategies and regulations. Another
advantage is its flexibility, with Capone being available for integration with several types of interfaces such
as our clients’ systems, telecom services, and public institution platforms.

MEDIATEL

This is the call centre system used within all APS branches, with complete real-time integration with Capone.

A scalable system built on top of an MS Server database, Mediatel accommodates countless phone lines and

agents.

As comprehensive dialler software, Mediatel incorporates such services as: outbound and inbound campaigns,
IVR, call recording, on-the-spot agent coaching, and monitoring.

Mediatel’s extensive efficiency is based on several complex call distribution algorithms. These embedded
mechanisms automatically set up for the agent: lead links based on agent skills scoring, dialling rules and

speed, and line overflow.

In 2019, the steady sale of NPLs in the CESEE region
continued. The NPL ratio of significant institutions
in the euro area stood at 3.55% as of mid 2019, in
contrast to 4.32% a year previously. It has more than
halved since 2014. In absolute terms, the European
Banking Authority estimates that the total stock of
NPLs on commercial banks’ balance sheets reduced
by more than EUR 100 billion over the past year. This
trend will most likely continue in 2020 as the “Action
plan to tackle non-performing loans in Europe” will
continue to maintain pressure on banks to reduce
the stock of NPLs.

From 2010 until 2018, European loan sale activity
was setting new records in volume every single year.
The year 2019 was the first year after nearly a de-
cade where the volume did not surpass the previous
year’s high. Although there were transactions involv-
ing more than 140 billion of non-performing expo-
sures in 2019 on the European market, this lagged
behind the 202 billion in 2018 and even the 153 bil-
lion in 2017. Deal flow remained robust, but compe-
tition has intensified, yields have been compressed,
and sellers were more and more unwilling to sell at
prices below their expectations.

In 2020, we expect a robust pipeline of deals and a
higher volume of secondary portfolio sales. In addi-
tion, we expect to see a higher volume of REO port-
folios as many banks aim to offload repossessed
assets from previous years. This phenomenon
has been especially visible in Spain. On the other
hand, securitization will play a more significant role
in countries where the government provides state
guarantees on senior tranches.

In Romania, Croatia, Slovenia, and Hungary, NPL
sale activity continued as in previous years, while

in Greece, ltaly, and Spain the activity even picked
up, with major NPL transactions taking place in
2019. Although NPL activity has been significant
across all European countries, the most notable re-
ductions have been in Spain, Italy, and Greece. Al-
though Greece and Cyprus saw robust deal flow,
they remained at the top of the list of the highest
NPL ratios in the region, with 39.2% and 21.5%, re-
spectively, down from 45% and 34%, respectively, in
2018. In Spain, half of the volumes transacted were
REO portfolios, while the Italian market is fragment-
ed with transactions involving both large and small
portfolios.

Deleveraging through write-offs and NPL disposals
continued thanks to various supranational initiatives
that aim towards more strict regulations of the bank-
ing sector in terms of capital adequacy and NPL ra-
tios. In addition, the EBA, the ECB, and the Europe-
an Commission continued their efforts to develop a
well-functioning NPL transaction platform in order to
create liquidity, reduce information asymmetry, re-
duce market failures of the past, and stimulate sec-
ondary NPL markets. Vibrant NPL markets, namely
Greece, Cyprus, Portugal, Italy, Bulgaria, Slovenia,
Hungary, Croatia, Ireland, Poland, Romania, and
Spain, have above-average NPL ratios, but pending
and future transactions may reverse the situation.

In Hungary, we have been active in 2019 by advising
on the acquisition of two NPL/REO portfolios. The
first is a non-performing secured retail portfolio with
a nominal value of EUR 75 million as of transaction
closing. The deal was acquired by Momentum Credit
Zrt., a licensed single-purpose vehicle for APS and



Balbec, our business partner and a global invest-
ment company. For the second, we have advised
our partner Balbec Capital on the acquisition of a
pure REO portfolio formerly owned by a Hungarian
commercial bank. The assets range from residential
apartment units to development land, and the mar-
ket value is close to EUR 10 million.

In Bulgaria, along with our partner Balbec Capital,
we have acquired a non-performing corporate and
retail portfolio with secured and unsecured expo-
sures from UniCredit Bulbank. The portfolio with a
nominal value of about EUR 50 million will be ser-
viced by the local APS servicing branch.

In the Czech Republic, we have advised Balbec
Capital on the acquisition of a sizeable unsecured
retail portfolio that is now serviced by APS.

In Croatia, we have advised on the acquisition of a
small non-performing secured retail portfolio.

In Serbia, we have acquired a small non-performing
unsecured corporate portfolio.

In Greece, we submitted multiple offers on various
transactions within 2019. Through various portfolio
sales in 2019, the current NPL ratio stands at around
39% and remains the highest in Europe, while the
total NPL stock has been reduced to about EUR 65
billion from its peak of EUR 105 billion in 2015. We
expect a significant amount of that portion to be
available for sale. As Greek banks face continued
pressure from the ECB and the Bank of Greece to
decrease their NPL ratios further, we expect more
activity on the market in the coming year, which
could establish Greece as the third-largest NPL mar-
ket in 2020 in terms of volume.

In Cyprus, in the second quarter of 2019 APS has
acquired, in a consortium with Balbec Capital, a EUR
245 million unsecured retail portfolio from the Bank
of Cyprus, further establishing its position as one
of the most important servicers on the island, as it
also manages the NPL portfolio of Hellenic Bank. We
continue to participate in many NPL portfolio sales
that are taking place in Cyprus and are optimistic
that another transaction might come in 2020.

In 2019, APS primarily focused on NPL transactions
in CEE and SEE. We managed to close several deals
in our core markets, namely Hungary, Croatia, the
Czech Republic, Bulgaria, Romania, Serbia, and Cy-
prus. In 2020, our focus will be to further strengthen
our investment management capabilities and exe-
cute more deals within debt restructuring and spe-
cial situations on existing markets as well as expand
geographically into new markets.

The Spanish NPL market is one of the most active
markets in Europe, having divested more than EUR
135 billion of non-core assets since the peak in 2013,
but it has a sizeable book of unresolved NPLs re-
maining, estimated at over EUR 100 billion. The
Spanish NPL market differs slightly from other mar-
kets in that most of the sales are REO portfolios. The
new provisioning guidelines resulting in higher risk
weighting for REO assets for banks has, to a great
extent, shaped this trend. APS envisages entering
the Spanish market through a smaller-sized REO
portfolio or a secondary/tail sale portfolio previously
acquired by a large player.

In Ukraine, deal flow has shown some signs of im-
provement but is still nowhere near its European
counterparts, although the stock of NPLs is estimat-
ed to be around EUR 20 billion. Since the introduc-
tion of NPL e-auctions, activity on the market is pick-
ing up, and the country’s political situation is slowly
improving. With some interesting opportunities in
the pipeline and a sizeable volume outstanding for
sale, we expect a gradual increase in activity in the
coming years.

Our unified and precisely defined investment pro-
cess enables us to follow numerous transactions si-
multaneously while creating a synergic effect using
internal and external resources. Regarding key inter-
nal resources participating in projects, our transac-
tions department combines a team of experienced
investment managers leading individual transac-
tions with a team of dedicated analysts working on
valuation models. Our projects usually engage as

external sources local legal advisors, property ap-
praisal advisors, and experts with experience in NPL
recovery.

We engage the most reputable and highly experi-
enced advisors in order to obtain quality inputs for
our valuation models, which enables us to deter-
mine the real value of the portfolios assessed. The
involvement of local APS recovery teams is crucial
for defining recovery strategy and targets on a gran-
ular case-by-case basis.

Within the investment process, the most important
phase is due diligence, which combines legal re-
view, real estate collateral review, and financial due
diligence for complex transactions. During the legal
phase, a comprehensive legal review of receivables
and documentation related to a portfolio is conduct-

ed. This is performed by local lawyers who have ex-
perience with similar portfolios in the region. Simul-
taneously, property appraisal advisors are engaged
to assess the real estate collateral used to secure
the receivables.

Based on the due diligence findings, internal and
external experts on recovery strategy prepare tai-
lor-made recovery strategies on a case-by-case
basis. Outcomes of the due diligence process and
conclusions from roll-up meetings are summarized
for application in the valuation models prepared by
our valuation department. Assumptions used in the
valuation models are discussed not only with local
managers responsible for the collection process but
also with external lawyers and experts on recovery
and the specifics of the local market.



Serraghis Loan Management
Established in 2009
Investment period 2010-2012
Non-regulated investment vehicle from Cyprus

The first APS investment vehicle for regional in-
stitutional investors and family offices

Invested in 35 portfolios worth EUR 650 million.
All types of NPLs and distressed assets

CEE and SEE
APS the exclusive investment advisor

Atthe end of 2019, the performance of Serraghis
Loan Management reached ca 101%, proving the
portfolios’ potential — expected IRR is 17-19%
with an expected overall net cash multiple of
over 2. Due to diversification, performance os-
cillates around the target performance.

APS Fund Alpha

Investment period 2013-2014, fully invested in
December 2014

Former Qualified Investor Fund domiciled in CZ
and regulated by the Czech National Bank until
September 2019; since then regular joint-stock
company

Investors are family offices and HNWI operating
under jurisdiction of Czechia, Slovakia, Hunga-
ry, Cyprus, Malta, USA, UK

Investments in 13 portfolios with total nominal
value of EUR 1.2 billion

Alltypes of NPLs and distressed assets CEE and
SEE

APS has been the exclusive investment advisor

The overall performance of APS Fund Alpha
reached 97.3% due to the shift of some key
recoveries from the end of 2019 to 2020. The
performance of APS Alpha is within expected
volatility. For investors, the net break-even point
was reached and exceeded in December 2017.

APS BETA, former APS Fund Beta
Established in 2013
Investment period 2014-2018

Non-regulated investment vehicle from Czechia
(delicencing from a regulated Qualified Inves-
tors Fund was finished in early 2018)

Special fund created by APS to partner with the
IFC

All types of NPLs and distressed assets

Invested in 4 Romanian portfolios with a nominal
value of EUR 1.07 billion.

APS has been the exclusive investment advisor

The overall performance of APS Beta reached
ca 63.62% in 2019, compare to 88% in 2018.
Further gradual improvements in overall perfor-
mance are expected. Weakness is caused by
recovery time shifts and delayed cases (cases
with debtor appeals).

APS Delta
Established in 2016

First investment in Q1/2016 with additional re-
sources committed

Open for investment

Luxembourg unregulated securitization vehi-
cle with an independent Luxembourg-based
administrator

Investors include distressed credit funds and su-
pranational institutions

For investors that prefer to invest on a deal-by-
deal basis

Target investors to commit EUR 10-50 million
each

Assets held in dedicated bankruptcy-remote
compartments

Investors hold bonds issued by the compart-
ment Investors receive distributions on a month-
ly basis

So far, investment performance oscillates within
the expected range, with a couple of assets lag-
ging slightly behind their target. In general, the
outlook for 2020 is positive, but certain portfo-
lios will be impacted by government measures
and the general economic situation related to
COVID-19.

LM IF
Established in 2016
Investment period 2016-2018

Qualified Investor Fund regulated by the Czech
National Bank

Licence for self-governance obtained in November
2018

Investors operating under jurisdiction of Slovakia

As of 31 December 2019, 17 investments have
been made

All types of NPLs and distressed assets CEE and
SEE

APS has been the exclusive investment advisor

The performance of LM IF reached ca 82% due
to additional investment in two new portfolios in
2019. These portfolios had a slow start compared
to the model, which resulted in a decrease in over-
all performance. The overall performance of LM IF
is within expected volatility.

LM

Established in 2014
Non-regulated investment vehicle from Slovakia
All types of NPLs and distressed assets

APS has been the exclusive investment advisor

In 2020, our focus will remain on APS Epsilon, the first commingled Luxembourg-based regulated Reserved
Alternative Investment Fund (RAIF) advised by APS, intended for large institutional investors focusing on dis-
tressed assets. The recovery process for portfolios acquired through APS Epsilon will be managed by local

APS servicing subsidiaries. In terms of territory, APS Epsilon will invest in Central and South-eastern Europe.
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The APS Group has established a Real Estate division
— a business line focusing on real estate investment
into both income-producing assets and development
projects. In addition, the division provides property
and asset management services for both institutional
and private equity investors.

Following our continuous success in the area of dis-
tressed assets, a great proportion of which was se-
cured by real estate, the decision was made to lever-
age our accumulated knowledge within the more
“traditional” real estate investment sector. Headquar-
tered in Prague, our Real Estate division is staffed by
specialists who seek out and evaluate investment op-
portunities, manage transactions, structure deals, and
provide property and asset management services.

The division primarily aims to identify value-add and
opportunistic investments, although “Core+”, fixed-in-
come opportunities are also considered for clients
seeking lower risk-adjusted returns. The value-add
segment entails implementing asset management
strategies that maximize the value of assets which are
underutilized. Examples of this include building refur-
bishment, change of use (e.g. conversion of a B-class
office building into a higher-value residential scheme),
expansion of a retail or logistics park, and the reposi-
tioning of an asset by implementing a capital expendi-
ture plan. Investments into the value-add segment aim
to provide returns within a period of three to five years.
The opportunistic strategy typically involves the com-
plete reconstruction of an existing building or a new
ground-up “greenfield” land development or construc-
tion project where little or no income is received during
the course of the development project.

For our business partners, we provide comprehensive
services encompassing the identification of investment
opportunities, due diligence and valuation services,

and management of the entire acquisition process. For
stable income-producing real estate investments, we
are able to manage cash flow for owners during the
holding period through consistent and transparent
asset management and finally manage the disposal
process in order to achieve a successful and profitable
transaction life cycle.

The APS Real Estate division is based on 3 key pillars:

(i) Investment;

(i) Development; and

(iii) Asset Management.

The Real Estate Investment platform focuses mainly
on mid- to large-scale real estate (income-producing)
investments with a total acquisition value of between
EUR 5 and 20 million for individual assets (or small
portfolios) within the office and industrial & logistics
segments.

The company has flexible investment platforms, ac-
commodating the risk/return profile of a wide pool of
investors, including corporate and financial institutions,
family offices, and high-net-worth individuals.

Investment deal structuring is based on single asset (or
portfolio) club deals, i.e. joint ventures with pre-qual-
ified institutional and private equity investors from
Western Europe, the CEE region, and the Balkans
seeking attractive risk-adjusted returns. The strategy
for income-producing investments is to leverage the
assets with debt financing up to a maximum loan-to-
value ratio of 65%, depending on the assets.

In addition to the above, in 2018 the APS Real Estate
Division acquired and took under management a port-
folio originally held by the Austrian VB Real Estate
Services GmbH. This performing leasing portfolio is
secured by several commercial properties in Central

Europe, including a Viennese hotel and a 22,000 m?
football stadium located in Tyrol. The total value of the
managed contracts amounts to EUR 13 million.

The main target is value-add and opportunistic assets
within an investment period ranging between three
and five years.

The Real Estate Development platform focuses mainly
on projects in the residential and retail park segments

with a gross development value (GDV) of up to EUR 25
million. During the second half of 2019, APS Real Estate
was involved in two projects at different stages of the
development process.

In Prague, APS Real Estate is the development manag-
er for the Savoy Apartments project, which entails the
complete reconstruction of the roof space of a histori-
cal building located in a prime city centre location that
will ultimately comprise four exclusive apartments with
a total floor area of over 550 m2. The newly created
apartments are intended for rental with the main aim
of the project being to target long-term modest capital
growth.

In Bucharest, APS Real Estate is evaluating an invest-
ment into a two-phase residential development con-



sisting of 448 apartments with a gross built area of over
36,000 m2. The GDV of this project exceeds EUR 60
million. While this is significantly in excess of the plat-
form’s project focus size, it was decided to pursue the
project with co-investors on account of the attractive
target returns that the project is expected to deliver
upon completion, with contributions from the dynamic
nature of the Bucharest residential market.

Broadly, our aim is to create attractive and valuable
projects delivering superior risk-adjusted returns for
investors with consideration to market cycles.

The Asset Management platform is a key element of
the APS Real Estate service offer that specializes in the
active property management of assets, brokerage ser-
vices, and real estate valuations and provides a com-
prehensive scope of services for real estate investment
and development projects.

Our services for real estate investment and develop-
ment projects include underwriting support during
the acquisition phase, property management, new
and existing lease negotiations, tenant mix optimiza-
tion, service charge budget overviews to decrease
any possible leakage from net operating income, re-
positioning strategies for investment properties, and
divestment advisory services.

Through our established networks of local service
providers, including facilities managers and legal, fi-
nancial, tax, technical, and design/marketing consul-
tants, the Asset Management team is in position to
provide invaluable assistance in all aspects of real es-
tate investment and development projects.

Our valuations service line offers dynamic, well-re-
searched real estate appraisal services for all seg-
ments of the real estate sector, tailored to the needs
of each of our clients, including owners, purchasers,
lenders, and investors.

The extensive range of real estate valuation services
includes due diligence evaluations for secured NPL
and/or REO portfolios as well as real estate valua-
tions for tax and sales purposes. In addition to real
estate appraisal services, the valuations team is also
equipped to provide other valuation advisory ser-
vices, including for audits, company restructuring,
secured financing, loan applications, IPOs, taxation,
insurance, legal matters, internal management, and
mergers and acquisitions.

Our Asset Management team, as an international
team of experienced professionals, provide APS Real
Estate with first-hand knowledge of local markets and
access to a network of local experts. Their proximity
to assets and tenants provides APS Real Estate with
invaluable current market information as well as in-
sights into trends, challenges, and opportunities in
their respective markets.

The Asset Management Platform is currently active
in several jurisdictions, including Romania, Hungary,
Croatia, and Serbia. Our Serbian team also covers the
real estate markets in Bosnia and Herzegovina and
Montenegro.

The main responsibility of the Business Development Division (“BD”) is to introduce APS and its standards,
policies, and services to new markets and coordinate all APS units in supporting such set-ups. The BD also

provides support to newly established entities during the first year of their operation to ensure full compli-

ance with APS Group requirements and enable a smooth hand-over to the new management.

Within 2019, new tasks were given to the BD: (i) operational reporting for all APS Recovery subsidiaries, i.e.
debt recovery platforms; and (ii) underwriting and valuation of NPL portfolios with purchase prices below EUR

5 million.

In 2019, APS fully entered Montenegro with the acqui-
sition of a major portfolio of corporate secured NPLs
with a gross book value of EUR 0.2 billion. The of-
fice in Podgorica, the capital of Montenegro, currently
employs a team of professionals tightly cooperating
with other subsidies in the region (Croatia, Serbia, and
Bosnia and Hercegovina), especially in the areas of
IT, reporting, system administration, and HR. We have
proudly observed that the newly established office
has surpassed its 2019 targets.

The BD also continued providing support to recently
set up entities: APS Bosnia and Hercegovina, which
has already become an important contributor to APS
Group financial results and growth, and APS Recov-
ery Greece.

APS is constantly evaluating business opportunities
in other countries, especially in the Mediterranean re-
gion, and future expansion may happen in 2020 or
the following years. Among the monitored targets, the
following markets are the most prominent.

Spain

Spain is a mature NPL market, both primary and sec-
ondary. Even though competition is high in both in-

vestment and servicing and the NPL ratio dropped
below 5% at the end of 2019, it is still appealing as
NPL volumes remain high and above EUR 55 billion.

Italy

With an NPL ratio of around 8% and a total NPL market
of some EUR 155 billion, Italy remains among the larg-
est European NPL markets. APS continues to observe
ongoing transactions and awaits an opportunistic en-

try.
Ukraine

With probably the highest NPL ratio in Europe, at ca
50%, Ukraine hit the radar of APS and is currently be-
ing evaluated with a highly opportunistic approach.
Market specifics, such as political, economic, and cur-
rency stability and the development of the anti-cor-
ruption movement, are being reviewed.

Moldova and Slovenia

APS is also observing opportunities in smaller NPL
markets that would be beneficial add-ons to our cur-
rent geographical presence. These primarily include
Slovenia (nearby presence of APS subsidiaries in Cro-
atia, Serbia, and more) and Moldova (the APS Roma-
nia office in lasi is just about 10 km from the Moldovan
border).
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APS Romania:
2019 achievements

For us, 2019 was a very long roller coaster ride,
rushed by the positive feeling of new achievements
and, at the same time, with both the pressure and
the excitement of signing multi-million euro transac-
tions on corporate portfolios. With exceptional ef-
forts, we have managed to meet a very challenging
annual target.

At a glance, the biggest achievements were 6 new
servicing projects onboarded and the overall contri-
bution margin for third-party servicing raised from
EUR 20,000 in 2018 to EUR 300,000 in 2019. We
have also successfully set up the Avala project, a
corporate secured NPL portfolio sold by Alpha Bank,
the first single ticket in the history of the APS Group
that brought us revenue of EUR 650,000. Regarding
secured portfolios, we managed to close 13 transac-
tions with a total value of over EUR 1.5 million, and
for our oldest portfolios, such as Tokyo, Rosemary,
Orion, and Saturn, we managed to keep revenue at
about the same level as the previous year while op-
timizing costs by approximately 8%.

2020 foresight

APS Romania is viewed as a trendsetter on the local
market, and we plan on making use of this in coming
months to increase the number of targeted indus-
tries. The pioneering initiative that began in 2019
with customer care, help desk, and telesales ser-
vices is already paying off by contributing to the APS
client portfolio and growing our business. Servicing
for corporate cases is another new service promot-
ed by APS that had never been offered previously.

Despite lower NPL volumes, APS Romania’s strategy
is to keep growing by gaining new secured corpo-
rate portfolios. For now, we are the preferred bidder
for two important portfolios (Danube 2 and Sinope,
originating from the National Bank of Greece and
Bank of Cyprus, respectively), but we plan to con-
tinue our expansion in servicing, raising our visibility
as a service provider on the Romanian market. We
are confident in our ability to do so because of our
competitive advantages, high quality services, and
coverage of both B2B and B2C.

In relation to our current portfolios, by deploying
cutting edge strategies, we will keep collections at
the level of business plans and estimate that we will
bring into our accounts more than EUR 76 million by
the end of the year.

We place an emphasis on innovation especially in
our employees’ development by challenging them
with creative contests to exceed their previous per-
formance. The training programme for 2020 is final-
ized with the addition of new modules meant to em-
phasize care for our employees’ skills.

We consider 2020 to be a year in which we will con-
solidate our business and further develop the new
market opportunities identified by the courageous
initiatives already started.

A

The year 2019 was challenging for APS Croatia. Not
only did we want to keep performance standards

high, but we were also focused on acquiring new
NPL portfolios offered on the market as a result of a
few large due diligence processes we were involved
in from the start.

Last year’s results can be synthesized as 97% recov-
ered investment for a secured portfolio acquired in
May 2017, with 45% of the total initial units of collat-
eral sold, and 132% for a secured NPL portfolio from
January 2017, with 63% of the total initial units of col-
lateral sold.

In the first quarter, a EUR 5 million settlement was fi-
nalized after approximately 6 months of negotiations
with the debtors, third-party buyer, and financing
bank and EUR 1.1 million was cashed in from court af-
ter more than 9 months since the auction took place.

In the second quarter, two large cases comprising
one big industrial facility with 22,500 m? of land
were closed and EUR 7.7 million was cashed in from
the auction sale.

The biggest challenge in Croatia is to collect mon-
ey from auction sales as the courts are often over-
loaded, improperly equipped, and lacking in auxilia-
ry personnel. Our permanent goal is to shorten the
timing between auction date and distribution date
from 9-12 months or even more to a maximum of
6 months. In December 2019, we succeeded in
bringing in EUR 4.1 million from auctions held in Sep-
tember 2019.

Looking ahead to 2020, APS Croatia’s goal is always
the same — to thrive! We have an amazing team of
professionals and we are always moving forward,
facing everything together. APS Croatia is always fo-
cused on consolidating our position on the NPL mar-
ket and maintaining or increasing the profitability of
current portfolios, and we have high hopes we will
continue to bring great results in future.

v

The year 2019 was dynamic and progressive for APS
Bulgaria. We took on a significant role in a few due



diligence processes and along with investors man-
aged to acquire one of the top three NPL portfolios
sold on local market, called Lion-2. The total nominal
value of NPLs under APS management in Bulgaria
reached EUR 138 million. Based on an optimized
workflow for retail collection, our second biggest
portfolio, TBI, continued its positive trend of over-
performing. As a second business line, APS phone
collection increased operations on the local market
by attracting for services one of the largest local
companies dealing with electricity.

In 2019, APS Debt Servicing Cyprus Ltd. continued
its successful run after the great results from 2018.
Building on our expertise as the first fully functional
servicing platform on the island, we continued to fo-
cus on delivery of the company’s goals and targets.
In the full year of 2019, performance was very solid
with revenue and profit before tax of circa EUR 16.8
million and EUR 3.2 million, respectively.

The recovery and real estate departments continued
their momentum of previous years and produced
strong results. Several major cases have been re-
solved and all three recovery departments and the
real estate department managed to get close to or,
in many cases, beyond their financial targets, with
constant support from centralized teams always
functioning with enthusiasm and professionalism
towards this common goal. On the business devel-
opment front, APS Cyprus explored new opportuni-
ties on the local market. The main success was the
commencement of the operation of a servicing con-
tract for a portfolio of EUR 245 million of unsecured
retail loans by APS Loan Management acquired from
Bank of Cyprus. Another important development is
the expansion of the relationship with Hellenic Bank,
increasing the servicing contract by including former
CCB cases amounting to more than EUR 400 million.

For the coming months, our target remains to con-
tinue delivering on all financial and recovery targets
and to explore new business opportunities despite
the highly competitive environment in Cyprus. We

are optimistic that APS Cyprus will continue growing
and attaining sound performance.
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In the Czech Republic, APS has decided to relocate
collection activities from Prague to Pardubice. The
relocation project was launched in October 2019
and will be finalized in April 2020. The main driver
of the relocation is the lack of appropriate labour
sources in Prague to run collection activities effec-
tively. During 2019, APS also started the Broker proj-
ect. The common understanding and aim of the proj-
ect is to connect the world of debt (receivables) with
the world of financial service provision. The meeting
point is financial education and the main sense is
the expectation that an educated debtor who ob-
tains information on how to behave responsibly on
the financial market is a good source for providing
financial services. We also expect this activity to
strengthen the APS brand. The details of this project
were finalized during the last quarter of 2019, and
project launch is expected in January 2020 when
the first group of debtors will be contacted.

4

The Slovak market is very fragile due legislation in
favour of debtors. During 2019, legislation was is-
sued that ends perpetual enforcement proceedings
and gives the bailiff authority to demand termination
of proceedings if several conditions are not met (in-
cluding cash in a given time period). That is why we
do not act actively on the market and only keep or
service assets that we have had under control in the
past.

We consider 2019 a successful year for APS Serbia
with robust collections across our five secured port-
folios. In addition, we have managed to close our
first deal under EUR 5 million, Grey 4, which, though
not very significant in size, paves the way for future

similar deals. Our team currently numbers 17 very
motivated members, and with the strong pipeline
expected in 2020 we hope to expand further. We
are very proud that some of our interns have proven
their dedication and skill and become full members
of the APS family. The year 2020 will see us com-
peting for 2 large state-owned secured NPL portfo-
lios constituting the majority of the remaining cor-
porate NPL exposures on the market. Also, we are
constantly scanning the market for smaller portfolios
or single-ticket transactions with attractive potential
returns.
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In 2019, APS carried out its activities in accordance
with the assumptions adopted in previous years.
Throughout the year, we managed our clients’ debt
portfolios as a third-party servicer. We provided ser-
vices to altogether 32 clients, mainly corporate cli-
ents from the banking sector but also clients from
the utilities and fast-moving consumer goods sec-
tors.

We managed to prepare almost 5,000 financial re-
ports providing our clients with extremely precise
information on the entities analysed. At the same
time, this allowed us to conduct a market analysis
of potential clients’ needs and build the knowledge
necessary to expand our services.

During 2019, we actively participated in almost 30
tenders for debt portfolios from various sectors, fo-
cusing on banking portfolios. Moreover, we partici-
pated in three bank tenders in third-party servicing
organized by the largest banks in Poland. The year
in numbers is as follows:

- 359,317 exposures (cases), and
« EUR 804 million total value.

4
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In 2019, APS Greece launched full operations and
took over the servicing of a retail NPL portfolio com-

prising 130,000 debtors and 200,000 tickets, which
was acquired in 2018 from a Greek systemic bank
by APS Delta S.A., an affiliated securitization vehicle
based in Luxembourg.

The portfolio is currently serviced by the APS
Greece in-house team and two subcontracted law
firms that are among the most reputable on the local
market. Preparations for the takeover began in late
2018 by recruiting new management for the compa-
ny, but the majority of staff joined APS Group in the
first quarter of 2020. Since then, work on optimizing
all processes has begun and the recovery strategy is
constantly being improved.

APS Greece is an entity duly licensed by the Bank
of Greece for the full spectrum of NPLs, and Greece
remains in the long-term plans for the growth of APS
Group. New opportunities for further portfolio ac-
quisitions or potential third-party servicing arrange-
ments are regularly monitored and APS is participat-
ing in the majority of such tenders. More than EUR
70 billion of NPLs are still reported by the Bank of
Greece with an NPL rate above 40%.

A 4

In 2019, APS in Hungary continued its growth and
implemented useful efficiency measures on its op-
erations. The biggest milestone was reaching the
break-even point for the first portfolio under man-
agement, which increased the trust and apprecia-
tion of our investors. As a result, APS was successful
in acquiring the last sizeable secured retail portfolio
on the Hungarian market. The branch continued to
expand and in parallel to the new acquisition also
set its foot into the real estate market by acquiring
substantial distressed real estate from a commercial
bank.

In 2020, our aim is to strengthen the new business
lines and to open up to new asset classes, focusing
on secured loan portfolios and restructuring deals.
Our main aim is to provide high-quality management
and assessment services to our partners by building
on our extensive experience in collection.
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VALUES AND VISION

APS is an asset management company active in the field of alternative assets: distressed debt, real estate
investment, and debt recovery. Since our establishment in 2004, we have started operations in 13 coun-
tries within CESEE, becoming a market leader in the region. Thanks to our experience and expertise, we
can offer our partners tailor-made comprehensive services based on a deep knowledge of both business

procedures and market specifics.

We have built our reputation on excellent business
knowledge, highly professional skills, and ethical in-
tegrity. We know that building trust is not something
that happens instantly. Creating a solid business part-
nership takes time and requires daily commitment.
Through the continuous harnessing of our skills and
knowledge, we can crown our efforts with tangible
results: bringing profit to our partners and benefits to
local communities.

At APS, we know that every partner is unique. We are
therefore prepared to carefully consider every aspect
of a joint project and come up with a unique solution
that best fits the purpose of our cooperation.

The values we cherish are also reflected in our hir-

ing processes. From our employees, we expect hard
work and compliance with our rules and principles.
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In exchange, we support their professional develop-
ment and we strive to meet their needs for a work-life
balance. We are not afraid of challenges and we see
them as opportunities to grow professionally.

Working with global market leaders as business part-
ners is both a big honour and an obligation for us,
and we are doing our best to keep pace with them in
providing excellent services.

In the near future, we wish to further strengthen our
position in our traditional markets and explore both
the large Western European distressed debt markets
and some markets as yet uncharted by distressed
debt investors. In order to be prepared for both local
and global challenges, we will also focus on strength-
ening our personnel and technological infrastructure.

We are committed to
acting in good faith
with honesty, trust, and
respect.

We follow best
practices.

We act responsibly,
effectively, and above all
transparently.

We apply the latest
technology related in
particular to automation
and digitization.

VALUES AND VISION

We are market leaders
in Central and
South-eastern Europe.

We provide opportunities
for professional growth and
internal promotion.

We focus on employee
needs and respecting
their work-life balance.

We value
integrity.

Our company is a
team of dynamic,
professional, and loyal
individuals.

We are always improving
our skills and developing
ourselves in challenging
environments.

We value long-term

relationships.
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CORPORATE SOCIAL RESPONSIBILITY

AND SUSTAINABILITY

APS and its Seeding Knowledge foundation have continued to actively meet their commitments in the
area of social responsibility and sustainability. The fund’s strategy is built on three pillars — helping senior
citizens, education and equal opportunity support, and environmental activities. Apart from this, there are
also employee grassroots initiatives within APS as well as fundraising activities to support specific causes.
These are commonly found at all of our offices. APS has also become a partner of the Rapid Bucharest foot-
ball club, which, apart from its cup ambitions, has a well-developed trainee academy.

We don’t live in a vacuum — we are well aware that to-
day’s society faces various challenges and issues. We
also know that the vast majority of these, whether social
inequality, the unavailability of education, issues aris-
ing from ageing populations, or climate change, have
no simple solution. Simple solutions, though rhetorical-
ly attractive, won’t bring any long-term effects in the
form of a sustainable and prosperous future. We’re also
aware that our journey is going to be long. Therefore, in
the spirit of social responsibility and sustainability, we
focus on long-term projects and long-term cooperation
with stable partners from the ranks of non-governmen-
tal organizations (NGOs) and civic society.

“WE'RE OPEN TO NEW IDEAS AND SOLUTIONS.
ANYONE WITH AN IDEA, INITIATIVE, OR SOLUTION
CAN APPROACH US. ANY MEANINGFUL OFFER TO
BRING ABOUT POSITIVE CHANGE HAS A CHANCE
TO SUCCEED OR WIN ONE OF OUR PERIODICALLY
ANNOUNCED GRANTS.”

An integral part of the APS CSR strategy is investment
in our employees, which takes the form of training,
workshops, and a novel approach to human resourc-
es, as well as upholding the most stringent ethical and
professional standards in the entire industry. We are
striving to decrease our environmental footprint. In our
internal processes, the group is migrating to the con-
cept of a “paperless office”, which prioritizes the use
of digitalization over needless printing. In all our offic-
es, we are minimizing the use of disposable plastics,
separating our waste, preventing needless waste, and
saving energy.
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INTERGENERATIONAL DIALOG AND HELPING SE-
NIOR CITIZENS

In 2019, Seeding Knowledge Endowment Fund con-
tinued to support educational and therapeutic activi-
ties aimed at senior citizens. As a part of a nationwide
initiative by Cesky rozhlas, we have funded garden
therapy classes for clients of nursing homes. These
classes are aimed at improving fine motor skills, in-
creasing sensory perception, and including the cli-
ents within a long-term project to improve their men-
tal state.

Another big project in this area is our recent cooper-
ation with Elpida. This organization has won a Seed-
ing Knowledge call for proposals that attracted ten
organizations with varied projects. Our cooperation
with Elpida began in autumn of 2019 and will last until
the end of 2020. Elpida publishes the magazine Vital.
This periodical is aimed primarily at senior citizens. It
offers smart reading including interviews with opinion
leaders, relevant tips, and articles concerning current
affairs, such as finance, fake news, and others. The
greatest benefit this magazine offers, however, is its
attempt to offer reading that enables intergeneration-
al dialog. This means that its articles are of the same
high quality as articles in leading opinion-forming and
mainstream media. APS will fund the distribution of
Vital to more than 300 nursing homes and to those
who can’t afford a subscription.

CORPORATE SOCIAL RESPONSIBILITY AND SUSTAINABILITY

EDUCATION AND HELPING THE HELPERS

This leads us to the second pillar of the fund — educa-
tion and equal opportunity support. As stated above,
APS invests in our employees in the form of various ed-
ucation activities under different departments and HR.

There is also an interest in information sharing and
providing expert know-how to those who help. In co-
operation with the management of the Nadace Nezis-
kovky.cz foundation, the fund has organized two
trainings aimed at management, fundraising, legal
support, and communication. Both workshops were
divided between NGO experts and volunteers from
the ranks of APS employees. The experts helped the
NGOs with topics such as project management in the
NGO sector, management, and fundraising. Mean-

while, APS employees gave lessons on topics such
as legal support, the GDPR, and marketing. Feedback
has shown that several of the attending organizations
have subsequently succeeded in attracting sponsors.

Our Romanian Seeding Knowledge foundation is
aimed at the development of children, parents, and
teachers. The purpose of the fund is to provide tal-
ented children and children from socially disadvan-
taged backgrounds with education that respects
their needs. The aim of the education is not only to
provide knowledge but also to inspire a passion for
exploration in the students. Simultaneously, the fund
provides education scholarships. These scholarships
will help talented children until the age of 18.

FINANCIAL BACKGROUND MUST NOT BE AN IMPEDIMENT TO ACHIEVING GREATNESS.

600+ hours of individual personal
development

100+ hours of group personal
development sessions

800+

hours of meditation

5 various sports
played over time

This pillar also includes support for equal opportunities
and the defense of human rights. The Prague office of
APS and its employees participated in the Prague Pride
march. This pride march, which is regularly held in the
heart of the Czech capital city, increases awareness of
the unequal rights of the LGBTQ community and dis-
crimination against people. The aim of the pride march
is to celebrate respect, love, and diversity. The fund
has also invested in support for Prague Pride helplines.
These helplines and chats are aimed at providing teen-
agers and young adults with guidance concerning bul-
lying due to different sexual orientations.

PLANTING TREES

The most recent CSR pillar is support for environmen-
tal activities. APS is trying to decrease its environmen-
tal footprint. We have also begun to cooperate with
the Ujezdsky strom organization in participating in a
Czech tree-planting challenge. At the end of the year
and during the next suitable growing season, approx-
imately 100 trees will be planted thanks in part to our
support.

RAPID BUCHAREST PARTNERSHIP

APS has partnered with Rapid Bucharest, which was
once a great European football club. During the course
of our partnership, the club has already progressed
from the third league to the second league. This is a
sport that is globally recognized and has proven to
connect people. Not only as fans but also primarily
as players. Rapid has an exceptional trainee academy
and a history of extensive work with youths. Football,
and sports in general, is a great preventive measure
against negative social issues among young people in
large cities.

This brief summary of APS CSR activities is by no
means exhaustive and cannot include all of the activ-
ities, fundraising efforts, and initiatives in which the
fund or individual employees have participated. Re-
gardless, | would like to sincerely thank all the active
and committed individuals for the work they have put
into making our world a better place.
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DIRECTORS’ REPORT

MARKET SITUATION 2019

The distressed debt market in emerging Europe in
2019 once again showed growing trends with respect
to traded volumes, dominated by RE asset-backed
portfolios, and more value-added products offered.

Banks and other financial institutions are more wide-
ly acknowledging that deleveraging their balance
sheets and cooperating with distressed debt special-
ists represent the most effective and efficient solu-
tion to NPLs. This idea is strongly supported also by
European authorities, currently developing concepts

and tools that could enhance secondary NPL markets
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across Europe. The number of traded portfolios and
their nominal values were increasing across emerging
Europe. Benefiting from our good reputation, excel-
lent expertise, and innovative approach, we kept up
with the market and reconfirmed our leading position
in Central and South-eastern Europe.

In 2019, NPL servicing business backed corporate and
retail portfolios across our markets, including land-
mark transactions in Romania, Serbia, Croatia, and
Hungary. We successfully launched our operations
with the aim of positively impacting local economies.

STRATEGY

The main activities of our group remain debt recov-
ery services, distressed asset and special situation
investment management, and real estate. These are
the areas that continue to form the core of our busi-
ness, with a special focus on our newly formed Real
Estate division, which during the course of 2020 will
look to establish its position on the market.

We strive to maintain our debt recovery services at
the highest professional level with ethical standards
and efficient collection guaranteed. We focus on all
major NPL, PL, and RE portfolio auctions within our
traditional markets, and we are expanding into new
territories. Our strategy is tightly connected to our
company values. We always look to the future and aim
to establish long lasting business with a solid network
of reliable partnerships built on trust. This remains our
main strategy also for the year 2020.

N

With hard work while following our ethical and profes-
sional standards, we will continue to strengthen our
leading position on the market. We consider expan-
sion to be the foundation for growth, and growth is our
primary strategy. We are open to moving into other
non-European markets, while we retain great interest
in the European market with a focus on South-eastern
Europe.

We are adapting our internal structure, processes,
and systems to match our growth and expansion. Our
corporate governance undergoes regular internal au-
dits in order to improve the management system and
adopt best practices and international standards.

FINANCIAL STATEMENTS

We present the financial statements for the financial
year 1 January—31 December 2019. The Board of Di-

DIRECTORS’ REPORT

rectors is of the opinion that the financial statements
provide a true picture of the assets and financial situa-
tion of APS for the year 2019. The financial statements
are presented in accordance with the International Fi-
nancial Reporting Standards adopted by the European
Union and have been audited by Deloitte Audit S.a.r.l.

In 2019, our business delivered very positive results
and confirmed slight revenue growth. Revenue has
increased to more than EUR 46 million, which rep-
resents 1% growth over the prior year.

PROFIT AND LOSS

In the year 2019, we achieved net profit of EUR 4.6
million, which is lower than in the prior year. The de-
crease in profit is driven by increased costs due to
implementation of strategic IT projects and higher
salary costs in the European labour market.

CASH FLOWS

The key sources of the group’s cash flow were oper-
ating activities and the issuance of bonds which are
publicly traded on the Prague Stock Exchange.

EQUITY

The company’s capital structure is EUR 31,000 divid-
ed into 62,000 shares each with a nominal value of
0.50 EUR. The company does not have any type of
ordinary shares which are not connected to regular
payment of dividends.

GROUP STRUCTURE

On the level of APS Holding S.A., the restructuring
comprised establishment and set up of APS Manage-
ment Services s.r.0., APS Investments S.a r.l., and APS
Investment Funds S.a r.l. Effective from 1January 2018,
APS Recovery a.s. (formerly APS Holding a.s.) divided
its business activities as follows:

APS Recovery a.s.
» renamed from APS Holding a.s.
» to remain as a holding company for all local servicing

subsidiaries
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APS Investments S.ar.l.

to serve as a holding company for underwriting,
fund management, and other services to invest-
ment vehicles and funds

APS Management Services s.r.o.

to provide management and other services to APS
group entities

APS Real Estate s.r.o.

to carry out investment and asset management
activities in the real estate sector and provide
advisory services to the NPL division in relation to
selected real estate assets

APS Investment Funds S.ar.l.

to serve as a holding company for investment funds
and vehicles

We are exposed to a variety of financial risk factors,
including market risk, currency fluctuation risk, credit
risk, interest fluctuation risk, liquidity risk, and operat-
ing risk arising from the organization’s financial instru-
ments. We have defined a set of guidelines for risk
management to follow.

When evaluating a client’s creditworthiness, we pre-
pare thorough financial and non-financial analyses.
The non-financial analysis takes into consideration
qualitative indicators and publicly accessible informa-
tion about the client as well as information obtained
directly from the client.

Assets and liabilities in foreign currencies, including
off-balance sheet items, represent a currency risk
which we are exposed to. We conduct our business
transactions in such currencies as EUR, USD, CZK,
PLN, RSD, BGN, HRK, HUF, BAM, and RON.

Interest fluctuation risk relates to the possibility of
losses arising from fluctuations in interest rates. Given
our portfolio of assets and liabilities, our risk from fluc-

tuating interest rates is relatively minor. Term deposits
in banks have been arranged to cover the short-term.

We define liquidity risk as the possibility of losses on
our revenues and our own resources resulting from
the company’s inability to cover its liabilities on time
without incurring unnecessary losses.

We define operating risk as the possibility of losses
on our revenues and our own resources resulting
from shortcomings in the internal control system and
the organization of the risk management system. This
risk is a function of internal control mechanisms, in-
formation systems, lack of employee perfection, and
operational processes. This risk exists in all products,
services, and processes. It occurs daily in all compa-
nies which process transactions.

At APS, we aim to establish long-term relationships
with our staff founded on trust and mutual respect.
We provide our employees with working conditions to
motivate them to achieve their optimal performances.
We provide equal conditions for employees, a friendly
environment, and possibilities for career growth and
further education. At APS, we are well aware that only
our qualified and motivated employees make it pos-
sible for us to be a success on the highly demanding
and competitive distressed asset market.

We organise various non-working team activities for
our employees throughout the year to build team spir-
it. Moreover, we provide our employees with various
workshops for both soft skills and increasing their
qualifications.

At APS, we comply with all legal working regulations
applicable to employers. Compliance with legal and
internal regulation is subject to regular monitoring,
and if there should happen to be any possible prob-
lems, we implement the remedy immediately.

The Group ensures diversity through equal opportu-
nities for all employees, regardless of religion, gender,
sexual orientation, race, ethnics, age, etc. Employ-

ees have complete freedom to avow any the afore-
mentioned characteristics and not be discriminated
against. This is ensured by internal rules such as our
Code of Ethics, regular employee trainings, and the
overall corporate culture promoted by the top man-
agement of APS. The company employs people from
different countries around the world with different cul-
ture heritages and backgrounds. A recent example of
raising APS employee awareness is a support for ed-
ucational activities of gender equality and donation
to the Pride Festival 2020 by our Seeding Knowledge
charity.

We are aware of the need for the sustainable devel-
opment of society. For this reason, we view all our
activities from the perspective of their potential neg-
ative influence on the environment. At APS, we follow
very strict social and environmental standards set by
the World Bank and its International Finance Corpo-
ration subsidiary. For this purpose, we introduced
our own system to steer and reduce potential envi-
ronmental and social risks during our daily activities.
Following these standards excludes cooperation with
clients or debtors whose activities are connected with
excessive environmental burdens (see the IFC Exclu-
sion List; examples include companies producing or
trading in radioactive materials and companies con-
ducting excessive fishing) or whose activities are un-
ethical or violate human rights.

The annual financial statements have been prepared
on a going-concern basis, and it is the opinion of the
Board of Directors that the financial statements pro-
vide a fair presentation of our business and financial
results. We confirm that the going-concern assump-
tion has been satisfied.

During 2019, the Group was active in portfolio acqui-
sition and servicing and the real estate sector. We be-
lieve that the goals set for the year were fulfilled and
new targets are defined.

The outlook for NPL investments and servicing in
Central and South-eastern Europe remains positive

as banks continue disposal of these assets and fo-
cus their attention on new lending. Implementation
of IFRS 9 and pressure from the side of regulators
further push the banks to not only dispose of late
stage NPL portfolios but also create provisions on a
forward-looking basis, which in combination with a
potential slow-down of the economy is expected to
generate a bigger flow of early stage NPLs/SPLs over
the coming years. The shift towards earlier recogni-
tion of problematic loans will demand on the side of
the investors and servicers the ability to address re-
structuring situations in a holistic manner and bring in
tailor-made solutions in order to maximize recovery.
This may also on a case-by-case basis mean provid-
ing new capital to the business in order to stabilize it.
APS has proven over recent years to be able to tackle
complex situations and manage restructurings, and
thus we expect to benefit from the expected higher
flow of these sub-performing loans to the market.

In 2019, we acquired the first real estate portfolios
which were historically accumulated by banks from
on-going debt-to-asset swap programs. REO portfo-
lios are a typical product in more mature NPL markets
such as Spain and Portugal, but we expect to see in-
creased volume of such accumulated REO portfolios
in CEE/SEE going forward. APS will in the future focus
more on potential improvements to these properties,
which is in turn expected to improve their liquidity and
marketability and of course also lead to higher selling
prices.

Geographically, the southern economies such as Ita-
ly, Greece, Cyprus, and Spain continue to dominate
NPL markets with the highest stock of NPLs and the
most active NPL markets in Europe. In 2020, we are
targeting the establishment of a presence in Spain.
Even though the Spanish NPL market is very mature
and competitive, we see attractive opportunities in
secondary trades and small-ticket NPL and REO port-
folios. Cyprus is set to have a record volume of NPLs
traded in 2020, and APS will seek to grow its business
in Cyprus via offering its servicing expertise and ca-
pacity to new-coming investors with APS Debt Ser-
vicing Cyprus as currently the largest independent
NPL servicer on the island. In Greece, we continue to
actively pursue NPL opportunities and selectively bid
for small to mid-size unsecured and secured portfoli-



os. With regard to the fact that the Greek NPL market
is relatively young and relatively competitive, we are
taking a prudent approach to new Greek investment
opportunities.

APS did not perform any activities in the field of re-
search and development during 2019.

APS is currently facing the necessary measures ad-
opted by local governments to mitigate the social and
economic impacts of the COVID-19 pandemic.

We expect that the current situation caused by the
outbreak of COVID-19 will have a short-term negative
impact on our revenues as a result of a decline in the
repayment of loans caused by the restrictive and pro-
tective measures adopted by national governments.
Furthermore, we expect a decrease in investment ac-
tivity by our main investors as a result of the elevated
uncertainty on the market.

In the mid-term horizon, we anticipate significant
growth in the volume of NPLs in all countries where
the group operates, and our main business activity
is acquisition and subsequent asset management of
these.

Therefore, we expect that APS will conduct, together
with its foreign investors, remarkable acquisitions and
follow-up management of big corporate NPL portfoli-
os in the upcoming months and years, which will lead
to an increase in revenues and profits for the group.

In March 2020, the APS Group adopted cost-reduc-
tion measures to ensure that the group will overcome
any short-term drop in revenues and will be well pre-
pared for the expected business opportunities that
will arise after the restrictions connected to pandemic
have loosened.

Based on the group’s budget revision, the cost re-
duction will lead to approximately 35% cost savings
within the group as compared to the original budget.

It covers a variety of measures including a headcount
reduction, a temporary decrease in working hours
and a related decrease in salaries (including addi-
tional measures for board members and top manage-
ment), a temporary cancellation of benefits, travel and
hire freezes, and putting non-crucial projects on hold.

To mitigate the impact on liquidity, the procurement
department also renegotiated terms with suppliers
where possible.

A negative impact on revenue is expected from de-
lays in collection due to COVID-19 measures in differ-
ent countries (for example courts not working, it be-
ing impossible to contact the debtor, limited working
space for collectors).

Based on our latest assessment, the consolidated
group earnings before interest, taxes, depreciation,
and amortization for the year 2020 will decrease ap-
proximately by 30% as compared to 2019. The de-
crease is caused by a drop in revenues from asset
management fees, expected mostly between April
and July and minimal investment activities budgeted.

In these months, per the latest available information
(the group is constantly evaluating and updating), the
countries where APS Group operates put in place the
strongest COVID-19 measures, which also affects the
group’s ability to run its business.

Considering the group’s latest cash-flow predictions,
the group’s liquidity will be adequate during 2020 and
the group should not have any issues with repayment
of its liabilities, considering the repayment of publicly
issued bonds as well.

The group is evaluating the impact in three different
scenarios, and the scenario mentioned above is the
most pessimistic one. The most pessimistic scenario
completely excludes investments into new portfolios
and revenue generated from these. The other two
scenarios consider different levels of revenue gener-
ated from new investments.

Our human resources in cooperation with the Inter-
nal Audit department have implemented a policy on

the business continuity of statutory bodies and senior
management. The policy was created to eliminate any
potential negative COVID-19 impact on Board Mem-
bers and senior management and provides back-up
guidelines for the worst case scenarios.

We are going to continuously monitor and assess in
detail the impact of the COVID-19 outbreak on the

group, but we strongly believe that the economic
consequences of restrictive measures taken in indi-
vidual countries will increase our potential market in
near future.

The Board of Directors emphasizes that every assess-
ment of future conditions necessarily involves an ele-
ment of uncertainty.






COMPLIANCE

As our company grows, so does our Compliance team as a part of the Legal and Compliance department that
plays an essential role in helping to preserve the integrity and reputation of the group. The scope of the Com-
pliance team, its processes, organizational requirements, and the regular reporting obligations of APS entities
towards the group are clearly established within the group through the framework compliance policy. The Group
Compliance Officer manages the work of Compliance employees and is responsible for reporting significant
compliance matters to the relevant executive and supervisory corporate bodies to ensure effective oversight
of the compliance function within the group. The Group Compliance Officer reports to the Board of Directors in
compliance matters and to the Head of the Department in organizational and technical matters in order to ensure
the independence of the compliance function within the group.

During 2019, amendments were made to the documen-
tation, instructions, and forms used on a daily basis for
anti-money laundering (AML) measures and invest-
ment fund management, incorporating the new 5th An-
ti-Money Laundering Directive, which introduces local
registers of ultimate beneficial owners, as well as the
new Alternative Investment Fund Managers Directive,
which regulates the management, administration, and
marketing of alternative investment funds in the EU.

Some APS entities are directly classified as obliged
entities pursuant to the AML Directive, including APS
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affiliates that purchase NPLs and collect terminated
loans and/or sell property that was repossessed in the
course of enforcement or bankruptcy proceedings.

Even though APS is not always classified as an obliged
entity, all APS entities voluntarily submit to the rules in
the Group AML Policy with the aim of pursuing the high-
est AML standards. APS is therefore highly committed
to preventing any reputational risks, pursuing the best
AML practices, and facilitating the finest investor rela-
tions. Allemployees are required to complete adequate
mandatory training on recognizing AML risks, relevant

AML and sanctions laws, and internal APS procedures
to know what obligations they must comply with.

APS uses both manual and automatic know-your-client
verification (World Check from Thomson Reuters) and
complies with the policies of the International Finance
Corporation (IFC) and the European Bank for Recon-
struction and Development (EBRD) — two of the biggest
APS investors. Given that processing speed is essen-
tial for accepting parties and for detecting and report-
ing risk or suspicious transactions, excessive speed
can lead to inaccurate risk assessments that are often
impossible to verify, which can consequently allow
money launderers to utilize legal channels for money
laundering. In order to prevent these negative effects,
companies are striving to create an intelligent automat-
ed AML system that can process large amounts of data,
build predictive models to assess risks, and implement
software learning that minimizes human error. This is

COMPLIANCE

related to the APS need to introduce automated meth-
ods of detecting suspicious behaviour, primarily in the
area of transaction monitoring within the APS Group,
that will notify our employees of suspicious, unusual, or
complex transactions.

Regarding the other compliance areas, APS recogniz-
es the importance of having effective and indepen-
dent management of compliance risks, personal data
protection, fraud prevention and deterrence, conflicts
of interest prevention, environmental and social risks
monitoring, and handling claims and complaints about
APS operations. Through the compliance programme
that is in effect within the entire group, APS ensures
that members of its corporate bodies, directors, exec-
utives, officers, employees, and advisors and contrac-
tors are aware of their rights and obligations. All APS
activities are performed in compliance with the appli-
cable regulations.
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AML
anti-money laundering

AUM
assets under management

BD
Business Development division

B2B
business-to-business

B2C
business-to-customer

ccB
Cyprus Coopertive Bank

CE
Central Europe

CEE
Central and Eastern Europe

CEO
Chief Executive Officer

CESEE
Central, Eastern, and South-eastern Europe

CFO
Chief Financial Officer

CFT
countering the financing of terrorism

ClO
Chief Investment Officer

Cis
Commonwealth of Independent States

coo
Chief Operation Officer

COVID-19
Coronavirus disease 2019

CSR
corporate social responsibility

EBA
European Banking Authority

EBRD

European Bank for Reconstruction and Devel-

opment

ECB
European Central Bank

EY
Ernst and Young

FCCA
Fellow Member of the Chartered
Association of Certified Accountants

GDPR

General Data Protection Regulation
GDV

gross development value

HNWI

high-net-worth individual

IAS

International Accounting Standards
IFC

International Finance Corporation
IFRS

International Financial Reporting Standards
IPO

initial public offering

IRR

internal rate of return

IT

information technology

IVR

interactive voice response

LGBTQ

lesbian, gay, bisexual, transgender,
and queer or questioning

MED

Mediterranean Sea region
NGO

non-governmental organization
NPL

non-performing loan

NV

nominal value

PR

public relations

RAIF

Reserved Alternative Investment Fund
REO

real estate owned

SEE

South-eastern Europe

SPL

sub-performing loan

AUT

Austria

BA

Bosnia and Herzegovina
BG

Bulgaria

CcY

Cyprus

Ccz

Czech Repubilic
ESP

Spain

GR

Greece

HR

Croatia

HU
Hungary

IT

Italy

LU
Luxembourg
ME
Montenegro
RO

Romania

RS

Serbia

Sl

Slovenia

SK

Slovakia

UA
Ukraine



