
 

Notes PAYGo PERFORM WG call post pilot #4 
Date: November 5, 2020  

Portfolio quality – outstanding issues  
▪ Please refer to the presentation for an overview of the proposed solutions for the KPIs (1) Collection 

Rate, (2) Receivables at Risk, (3) Repossession Ratio, (4) Effective Credit Period, and (5) Restructured 

Receivables Ratio. Please note that for the Effective Credit Period, there is still good reason to use the 

approximate method (collection) to approximate what an actual receivable period looks like. Since 

these building blocks can be fully derived from other metrics; recommendation would be to utilize 

both.  

▪ For the collection rate, the expected payments are based upon the contract. The WG expressed that 

there is some unclarity around what expected payments are and how prepayments or delayed 

payments should be treated. This should be made clear in the technical guide. In addition to the 

headlines collection rate KPI, it is very likely that investors and companies conduct further analysis.   

▪ Please refer to the presentation for a detailed overview of the recommendation for the write-off 

ratio. There was no further comment, and the recommendation was therefore adopted.  

Unit Economics  

Category of Revenue based KPIs  
▪ It was agreed to postpone adopting these KPIs until revenue recognition policies are standardized.  

▪ Comment was made by a working group member that there will always likely be differences in 

revenue recognition policies and it is therefore unlikely that these KPIs will be relevant in the future.  

Liquidity KPIs  

Strong support from the working group to adopt a liquidity metric. The metric based on cost was favored by 

the WG members. No further comment.  

Fixed, Variable, and Semi Variable 

▪ The WG agreed to adopt the provision expense ratio, financial expense ratio, and the fixed operating 

cost ratio to provide greater granularity for the overhead cost. Provisioning expense should further 

also be looked at from a unit economics perspective.  

▪ The WG found the breakup helpful to split out the financial and fixed operating expenses. 

Provisioning is not seen by all WG members as a fixed cost, but it was recognized that it could be 

helpful to understand provision expense from firm level. Yet, it is important to keep on tracking 

provision expenses from a unit economics perspective.  

▪ The WG further noted that it is still slightly unclear how unit credit cost should be calculated. MFR 

responded and noted that the accounting best practices work early next year will likely also cover 

some provisioning policies, which would ideally put ourselves into a better position to calculate a 

smoother unit credit cost as provisioning cost over average of standing receivables as opposed to 

write-off (as write-off typically happens towards the end of the year and it risks being more volatile).  

The comment of the working group that this makes sense, however, it should be noted that the 

provisioning expense needs to be based upon the historical write-offs, and thus, historical data.  

Next steps  
The next step will be to write up all the recommendations of the working group can circulate these to the 

consultative group by the end of November.   


