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1. The Structural Shift in NPL Liquidity

For financial institutions and marketplace and loan management platforms like Accuria (Figure 1), the shift to
FFAs necessitates a fundamental re-engineering of the underlying management infrastructure. A platform
designed for spot sales, essentially a document repository coupled with a due diligence workflow and bidding
engine, requires adjustment for the algorithmic rigor of forward flows. FFAs require a system capable of
continuous data ingestion, real-time eligibility validation, automated pricing against complex matrices, and
granular compliance tracking that aligns with the transaction templates and rigorous GDPR standards.

By locking in future sales, originators achieve certainty of execution and capital relief, while investors gain
predictable deployment pipelines without the operational drag of repetitive due diligence. However,
operationalising these agreements introduces significant complexity and operational risk and the management
of representations and warranties across thousands of individual loan files.
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Figure 1: Online marketplace platform for illiquid loan due diligence and NPL sales. Source: Accuria.

The Seller in an FFA is typically the entity holding the primary credit risk. The nature of the Seller dictates the
structure of the flow and the type of assets involved.

e Tier 1 Commercial Banks: Large banking institutions utilise FFAs primarily for balance sheet optimisation.
For these entities, the motivation is often regulatory capital efficiency and operational focus. They deploy
FFAs for high-volume, low-balance asset classes such as credit cards and unsecured personal loans, where
the internal cost of collections and workout exceeds the potential recovery value. By engaging in FFAS,
banks can maintain a clean balance sheet, ensuring that NPL ratios remain below the thresholds that trigger
supervisory scrutiny from the European Central Bank (ECB) or the Bank of England.

e Non-Bank Consumer Lenders and FinTechs: For specialist mortgage lenders, or Buy-Now-Pay-Later (BNPL)
firms, FFAs are existential funding tools. Unlike deposit-taking banks, these lenders often rely on wholesale
funding. An FFA acts as a form of synthetic warehouse financing, allowing them to recycle capital rapidly. By
selling non-performing (or even sub-performing) receivables immediately, they free up debt facility capacity
to originate new loans. The Forward Flow nature of the agreement is often integrated directly into their
origination forecasts, with sales occurring almost in real-time or shortly after default.
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e Utility and Telecommunications Providers: Utility companies and telcos generate vast volumes of
consumer receivables. These entities typically lack the regulatory mandate or internal infrastructure to
manage long-term distressed debt. FFAs allow them to monetise written-off accounts immediately,
converting an accounting loss into an immediate cash recovery and transferring the reputational burden of
litigation to third-party specialists.

Once the FFA or Master Receivables Purchase Agreement is signed and the eligibility criteria are defined, the sale
process becomes a standardised monthly or quarterly operation. For the buyer universe, comprising debt
collection agencies, specialised debt purchasers, credit funds, and private equity vehicles, the FFA offers pipeline
certainty. In a highly competitive secondary market where winning a bid for a large spot portfolio is far from
guaranteed, an FFA secures a steady, exclusive stream of assets over a fixed period (typically 12 to 24 months).
This allows investors to deploy capital more efficiently, plan their servicing capacity with greater accuracy, and
avoid the cash drag of uninvested dry powder.

This report provides a technical and commercial analysis of the requirements for a best-in-class NPL Forward
Flow platform. It deconstructs the legal frameworks into logic gates, translates economic due diligence into data
schemas, and outlines the system architecture required to support high-velocity, compliant debt trading in the UK
and EU regulatory environments.

2. Commercial and Legal Architecture of Forward Flow Agreements

To build a platform that effectively caters to FFAs, one must first translate the complex legal and commercial
terms of these agreements into programmable logic. Unlike a spot sale, where terms are negotiated once for a
static pool, an FFA acts as a master agreement that governs future interactions. The platform must be the
executor of this agreement and its embedded algorithms.

2.1 Structural Dynamics: Funding Models and Transfer Mechanics

The fundamental difference between forward flow and warehouse financing lies in the allocation of risk and the
transfer of title. In a warehouse facility, the originator retains the equity tranche (first loss) and the lender provides
debt against the assets. In a forward flow, the economic interest and typically the entire credit risk transfers to the
purchaser immediately upon the closing of each tranche.’

The platform must support two distinct operational models based on the funding timing:

2.1.1 Dry Funding (Post-Origination/Charge-Off Purchase)

This is the predominant model for distressed debt. The originator holds the asset through the delinquency cycle
until it meets the charge-off and transfer criteria.

e Mechanism: The platform accumulates eligible assets into a Batch or Tranche over a defined period (e.g.
monthly).
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e Gap Risk Management: The system must track the specific assets from the Cut-Off Date (when the data
snapshot is taken and the portfolio value is struck) to the Closing Date (when funds are transferred). Any
collections received by the originator during this gap period are technically the property of the purchaser and
must be netted off the purchase price or remitted separately.

e System Implication: The database must support effective dating to freeze asset states at the Cut-Off Date
while continuing to record live transactional activity (payments, adjustments) that accrues to the buyer.

2.1.2 Wet Funding (Pre-Funding)

Less common in pure NPLs but relevant for rescue financing or high-velocity fintech lending. The investor
advances capital to the originator's account before the assets are generated.

e Mechanism: The platform monitors a Pre-Funded Account. As loans are originated or charged off, they are
instantaneously tagged as sold, and the corresponding value is drawn down from the pre-funded balance.’

e Security Interest: The platform must generate reports verifying that the cash sitting in the pre-funded
account is secured against the originator’s insolvency, often requiring integration with escrow management
APIs.”

2.2 Sophisticated Pricing Mechanisms

A robust NPL platform must move beyond simple percentage of par fields to support multi-dimensional Pricing
Matrices. FFAs rarely use a single price for all assets; instead, they utilise a grid based on risk characteristics to
align the price with the expected recovery curve of the specific asset segment.”

2.2.1 The Pricing Matrix

The system's pricing engine must parse each loan in a tranche against a matrix defined in the Master Agreement.
Common variables include:

e Delinquency Age: Freshly charged-off debt (0-30 days post-charge-off) commands a premium compared to
debt that has been held and worked out for 90 or 180 days. The system must calculate Days Since
Charge-Off or Default dynamically."

e Balance Banding: Low-balance accounts (e.g., <€500) have high fixed collection costs relative to recovery,
depressing their price.'?

e Product Class: Unsecured personal loans, credit cards, and auto deficiencies all have distinct recovery
profiles and thus distinct pricing rows in the matrix."

2.2.2 Deferred Consideration and Earn-Outs

To bridge valuation gaps, modern FFAs may include Back-End profit shares. The platform must track the
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post-sale performance of sold tranches.

Hurdle Rate Logic: The system must calculate the Investor’s Internal Rate of Return (IRR) or Money Multiple
(e.g., 1.5x) on a specific tranche.

Waterfall Calculation: Once the hurdle is met, the system must flag subsequent collections for a "Profit
Share" (e.g., 50/50 split) and generate an invoice or automated netting instruction for the servicer.® This
requires the platform to ingest collection or servicer reports from the buyer or servicer long after the asset
has left the originator’s balance sheet.

2.3 Indemnification: Automating the Put-Back

A sensitive point in FFAs is the Put-Back process, i.e. the return of ineligible or defective assets. In manual
workflows, this can result in a sometimes chaotic exchange of emails and spreadsheets. The platform must
digitise this into a rigorous workflow.”

2.3.71 Definition of Unqualified Accounts

The platform uses a Rules Engine that continuously scans the sold portfolio for status changes that trigger a
Repurchase Event. Standard triggers found in legal agreements include:

Deceased Borrowers: If a borrower is discovered to have died prior to the Cut-Off Date, the loan is ineligible.
The system must ingest mortality scrubbing data to flag these retroactively.

Bankruptcy/Insolvency: Accounts where the borrower filed for bankruptcy/IVA (Individual Voluntary
Arrangement) prior to sale. Integration with insolvency gazettes (e.g., The Gazette in the UK) is essential for
automated detection.

Fraud: Accounts flagged as fraudulent origination.

Disputed Debt: Loans where a valid dispute was raised under the Consumer Credit Act (UK) before the sale
date.

2.3.2 The Put-Back Workflow and Economics

The platform must execute the following automated sequence when a breach is detected:

1.
2.

Notification: The Investor uploads a Put-Back Claim via the platform portal.

Validation: The system checks if the claim is within the Representation Period (e.g., 12 months for standard

breaches, indefinite for fraud).

Calculation: The system calculates the Repurchase Price.

o Formula: Repurchase Price = (Original Purchase Price) - (Collections Received by Investor) + (Interest at
Agreed Rate).

Settlement: The platform adds this amount as a credit to the Investor in the next tranche's closing

statement, netting it against the new funding requirement.
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2.3.3 Managing Caps and Baskets

Commercial FFA and other loan sale agreements often limit indemnification liability. The system must track
cumulative claims against:

e Deductible Basket: A threshold (e.g., 1% of total face value) that must be exceeded before claims are paid.
The system acts as an accumulator, rejecting claims until the basket is full.

e Liability Cap: A hard ceiling on total payouts (e.g., 10% of Purchase Price). The system must disable the
approval of claims once this cap is hit.

Table 1: Comparative Risk Allocation in Debt Transfer Structures. Source: Accuria.

Feature

Transfer of Title

Forward Flow Agreement

(FFA)

Immediate (Equitable or
Legal) upon closing of each
tranche.

Warehouse Financing

Originator may retain title;
Lender takes security interest.

Spot Sale

Immediate transfer
upon closing.

Credit Risk

Transferred 100% to Investor
(subject to R&W).

Originator retains first-loss
(Equity Tranche).

Transferred 100% to
the investor.

Funding Frequency

Continuous / Recurring (e.g.,
Monthly).

Revolving drawdowns based
on borrowing base.

One-off event.

Pricing

Pre-agreed Matrix (fixed for
term).

Advance Rate against haircut
matrix.

Negotiated Bid
(market spot price).

Due Diligence

Heavy upfront on proxy data;
light on ongoing flows.

Heavy upfront; ongoing audits
of eligibility.

Heavy, specific to the
static pool.

3. Operationalising Due Diligence: Data and Documents

In a Forward Flow Agreement, the investor buys future assets. Therefore, due diligence focuses on the process of
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origination and the performance of historical cohorts, rather than the individual re-underwriting of every future
loan. The platform must be the conduit for this proxy due diligence.
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Figure 2: Data Mapping and Validation Tool for EBA NPL Data Template. Source: Accuria.

3.1 Economic Due Diligence: The Power of Historical Data

To give investors the confidence to commit to a 12-24 month flow, the platform must visualise the originator's
track record. It should automatically generate:

e Static Pool (Vintage) Analysis: Aggregating loans by their month of origination/charge-off and tracking their
Cumulative Net Loss (CNL) or Cumulative Recovery Rate (CRR) over time. This allows investors to project
the curve of future batches.

¢ Roll Rate Matrices: A transition matrix showing the probability of a loan moving from 30 Days Past Due to
60 Days Past Due to Default. This is crucial for pricing fresh vs. aged NPLs.

e Recovery Curves: For NPLs, the system must display liquidation curves—how much cash is collected per
month per vintage. Investors use this to discount cash flows and determine the matrix pricing.

3.2 The EBA Transaction Data Templates

© Accuria Ltd. 2026 7



@IACCURIA

In the EU, NPL data exchange is no longer free-form. The EBA NPL Transaction Data Templates are a regulatory
requirements, designed to reduce information asymmetry.® While banks as sellers produce the EBA NPL
templates to comply with the NPL directive , the use of bespoke templates is still very widespread which in
practice means that the data ingestion and valuation process must be able to cope with bespoke data sets as
well as standard EBA NPL templates (Figure 2).

The platform must incorporate a Data Mapping & Validation module that transforms the originator's raw data into
the rigid EBA schema. Key template components the system must populate include:

1. Counterparty Data (Template 1): Granular borrower details.
o Fields: Resident/Non-Resident, NACE Code (economic sector), Annual Income.

2. Loan Data (Template 3): The core asset characteristics.
o Fields: Interest Rate Type (Fixed/Floating), Amortisation Type, Day Count Convention (e.g., 30/360,

Act/365 - critical for interest calculation accuracy).

3. Historical Collection (Template 5): A time-series of payments for each loan. The platform must be able to
export payment history not just as a total, but as a granular ledger (principal vs. interest vs. fees).

4. Enforcement Data: For secured NPLs, details on the status of foreclosure, auction dates, and expected
timeline to resolution.

Constraint: The system must validate mandatory fields (69 critical fields defined by EBA). If a batch contains
missing mandatory data (e.g., missing Date of Default), the system must block the tranche from being offered to

the investor until remediated.”

3.3 Virtual Data Rooms (VDR) and Al Integration

Traditional VDRs (static folder structures) are inefficient for the high-frequency nature of FFAs. The platform
should support an integrated programmatic document exchange (Integrated Dynamic VDR).

3.3.1 API-Driven Document Exchange

Rather than manually uploading ZIP files to an external VDR every month, the platform utilises APIs or SFTP
servers to push documents directly to a secure repository or offer a built-in VDR module.

e Optimal Automation: \When a new Tranche is created in the system, the VDR module automatically pulls the
relevant PDF contracts (Credit Agreement, Default Notice, Statement of Account) from the document
management system, indexes them by Loan ID, and permissions them for the specific investor assigned to
that flow.
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Figure 3: Typical NPL transaction VDR with loan data tapes, due diligence files with questions and answers, post cutoff
collection reports, regulatory disclosures, and transaction agreements. Source: Accuria.

3.3.2 Al-Assisted Analysis and Redaction
Artificial Intelligence can help in reducing the operational cost of continuous due diligence.™

e Automated Redaction (GDPR Compliance): Before documents enter the VDR for bidding (pre-closing), an Al
agent must scan PDFs and auto-redact PIl (Names, Address, Tax IDs), leaving only commercial terms
visible. This allows investors to audit the documentation quality without violating GDPR.

e Clause Extraction: Al models should continuously scan incoming loan agreements to extract key data
points that might be missing from the structured data tape, such as the existence and status of court driven
insolvency or restructuring procedures or IVAs. Loan data tapes should be enriched automatically.

e Defect Detection: The Al should act as a pre-screener for the Investor, flagging anomalies like Loan
Agreement date is after the Default Date or Missing Signature Page, which would otherwise lead to future
Put-Backs.

4. Regulatory Compliance: GDPR and Consumer Protection

Managing the transfer of consumer debt involves processing large amounts of Personally Identifiable
Information (PIl). In the UK and EU, the General Data Protection Regulation (GDPR) imposes strict constraints
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that the platform must enforce programmatically.

4.1 Notice of Assignment and the Right to be Informed

Under GDPR Article 14, when a Debt Buyer (Investor) acquires data from a source other than the data subject (the
Originator), they must inform the data subject within a reasonable period (maximum one month).

e Legal/System Workflow: The platform can help automate the generation and tracking of the Notice of

Assignment (NOA).

o Dual Function: The NOA satisfies the GDPR Article 14 requirement and perfects the legal assignment of
the debt (e.g., under Section 136 of the Law of Property Act 1925 in the UK), allowing the investor to
initiate legal collection.'

o Timing: The system must trigger the NOA print file immediately upon the Closing Date stamp. Delaying
this jeopardises the investor's legal standing and regulatory compliance.

4.2 Data Minimisation and Pseudonymisation

The platform must implement strict view-state logic based on the user's role and the deal stage.

e Pre-Closing (Bidding/DD Phase): The Investor is a Third Party without a contract with the borrower. The
platform must mask all direct identifiers (Name, Address, Phone) in the Ul and data exports, providing only a
Pseudo-ID and the financial attributes necessary for pricing (Figure 4).

e Post-Closing: Once the Purchase Agreement is signed and funds transferred, the Investor becomes a Data
Controller. The system then unmasks the PII for the specific purchased tranche to facilitate servicing.

4.3 Automated Decision Making (Article 22)

If the platform uses Al to determine eligibility or pricing, this constitutes profiling. While this is largely B2B
(Investor profiling the Debt), if the system automatically excludes a borrower from a Rescue Refinance program
based on an algorithm, it impacts the individual.

e Requirement: The platform must log the specific variables and logic used for any automated exclusion to
provide an audit trail in case of a Data Subject Access Request (DSAR) or regulatory inquiry.

4.4 The EU NPL Directive (Secondary Market Directive)

Directive (EU) 2021/2167 creates a common framework for credit servicers and purchasers.

e Passporting: It allows authorised credit servicers to operate across EU borders, facilitating pan-European
FFAs where a single Buyer can purchase NPLs from banks in France, Italy, and Germany using a centralised
servicing platform.

e Data Standardization: It mandates the use of the EBA Data Templates for NPL sales. This regulation
transforms the Data Tape from a commercial artifact into a regulatory requirement, increasing the cost of
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compliance for Sellers but reducing due diligence friction for Buyers.

4.5 The UK Consumer Duty
In the UK, the FCA's Consumer Duty (implemented July 2023) has revolutionised NPL sales.

e Good Outcomes: Sellers are now responsible for ensuring that the sale itself does not lead to foreseeable
harm for consumers. This means Sellers must conduct rigorous due diligence on the Buyer's servicing
standards, pricing policies, and treatment of vulnerable customers before signing an FFA.

e Price and Value: The Seller must assess whether the debt purchaser offers fair value, not just in the
purchase price, but in the cost of forbearance and engagement to the customer. A sale to an aggressive
collector, even at a high price, may be deemed a breach of the Duty.

5. Investor Risk Discretion and Portfolio Management

Forward Flow Agreements are not blind commitments. Investors retain discretion through rigorous Data Quality
Rules, Eligibility Criteria and Concentration Limits. The platform must act as the automated gatekeeper
enforcing these rules.

5.1 Automated Data Quality and Eligibility Engines
The system may use a configurable rules engine that filters the originator's pipeline in real-time (Figure 5).

e Negative Affirmation: "Exclude any loan with a pending fraud investigation.'

e Positive Affirmation: "Include only loans with a Credit Score > 600 at origination."

e System Logic: As loans charge off, the system runs them against the active Rule Set for the FFA. Failed
loans are routed to a Fallout Queue with a specific reason code (e.g., "Rejected - Age > 65"), providing
transparency to the Originator.

5.2 Concentration Limits and Portfolio Balancing

Investors often place caps on specific risk segments to maintain diversity. The platform must calculate these
limits dynamically across the entire accumulated portfolio, not just the current tranche.

e Example Rule: "Auto loans cannot exceed 20% of the total purchased portfolio.”

e Execution: When building the October Tranche, the system queries the Investor's total holdings. If Auto loans
are at 19.8%, the system will only allocate enough Auto loans in the new batch to hit 20%, rejecting the rest
or allocating them to a different investor. This requires complex waterfall allocation logic.
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Figure 5: Multiseller - multifunder program administration tool with data quality rule generator. Source: Accuria.

5.3 Random Allocation Algorithms

To prevent Adverse Selection (where the originator cherry-picks the best loans for themselves or favored
investors), FFAs often mandate random selection.

e System Feature: The platform implements a cryptographically secure randomisation algorithm (e.g.,
assigning a random seed to each eligible loan and sorting) or a blind systematic selection (e.g., every Nth
account) to ensure the tranche is statistically representative of the eligible pool.

e Allocation Control Function: A sophisticated tool to distribute eligible loans between multiple investors (e.g.,
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Agreement A vs. Agreement B) or between Sale and Retention, ensuring fairness and compliance with
concentration limits.
1. Input: The user selects a pool of Eligible, Unallocated loans (e.g., 5,000 loans / €20M Face Value).
2. Configuration Panel:
o Random (Pro-Rata): Assigns loans purely randomly based on a % split (e.g., 50/50).
o Stratified Sampling: Ensures both resulting pools have identical average attributes (Avg Balance,
Avg Bureau Score, Avg Geo Distribution).
o Waterfall: Fills Investor A's commitment cap first, then spills overflow to Investor B.
3. Simulation & Optimization:
o The engine runs the allocation algorithm to find a split that meets volume targets without
violating any Concentration Limits (e.g., ensuring Investor A doesn't get 100% of the Scottish
loans).

6. Conclusion: The Algorithmic Future of NPL Trading

The transition to Forward Flow Agreements represents the industrialisation of the distressed debt market.
Modern transaction platforms can help sellers to shed the passive characteristics of a data repository and adopt
the active, logic-driven architecture of a trading engine.

By embedding the complex legal frameworks of FFAs—indemnification baskets, eligibility gates, and pricing
matrices—directly into the database schema and code, the platform reduces the friction of transaction execution.
Furthermore, by integrating Al for due diligence and strictly adhering to EBA and GDPR standards, the system
insulates both originators and investors from regulatory risk. The resulting infrastructure does not merely
manage loans; it operationalises the liquidity of the asset class, transforming static debt into a reliable financial
product.
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About Accuria

Accuria is a cutting-edge credit portfolio management platform that helps clients trade and monitor loan
portfolios using a series of domain expert Al agents to automate the processing of data, documents and
transactions. Accuria offers automated due diligence, data migration, valuation and reporting services for
performing and non performing assets across 28 jurisdictions.

With the help of its proprietary data mapping and transformation tool Accuria helps financial institutions to map
their data to a variety of data formats such as those defined by EBA for NPL transactions, EBA for the valuation in
resolution, and by ESMA for securitisation disclosures. Once standardised and validated, the loan-level data can
be uploaded to the Accuria valuation tool to conduct a detailed discounted cash flow analysis using
pre-populated pricing parameters in different macroeconomic scenarios across all major asset classes.
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Disclaimer

This paper contains confidential information about Accuria, current at the date hereof. This presentation is not
intended to provide the sole basis for evaluating Accuria and should not be considered as a recommendation with
respect to it or any other matter.

This document and the information contained herein are not an offer of securities for sale in the United States and
are not for publication or distribution to persons in the United States (within the meaning of Regulation S under the
United States Securities Act of 1933, as amended).

This presentation and the information contained herein does not constitute or form part of any (i) offer or
invitation or inducement to sell or issue, or any solicitation of any offer to purchase or subscribe for, any securities
or (ii) invitation or inducement to engage in investment activity within the meaning of Section 21 of the United
Kingdom Financial Services and Markets Act 2000, as amended, nor shall any part of this presentation nor the fact
of its distribution form part of or be relied on in connection with any contract or investment decision relating
thereto.
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