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In August 2020, given the valuation uncertainties of several securities, 7 of our French funds were suspended while side 
pocket structures were created. At Autumn 2020, these 7 side-pocketed funds had a cumulative estimated value of 
€1,643 million, which was revised to €1,055 million on 31st December 2021. Since the Side-Pocketed funds were created, 
even if a several actions have been undertaken, redemptions have not yet been made for fund holders. Although we 
remain bound by our limited ability to communicate due to the required confidentiality on ongoing discussions, we 
wanted to share the different steps and actions that have been undertaken so far. H2O AM has, throughout this 
period, with the support of its advisers, been fully engaged in the search for solutions to dispose of the assets held 
within the Side-Pocketed funds. Despite the complexity of this situation, we remain committed to enabling the first 
transactions to take place in 2022. 
  
You will find hereafter a more detailed review as well as legal and technical explanations. 
 
 
 

Side-pocketing of funds 

 
Given the valuation uncertainties of a few securities held by several funds (H2O ADAGIO, H2O ALLEGRO, H2O 
MODERATO, H2O MULTIBONDS, H2O MULTISTRATEGIES, H2O MULTIEQUITIES and H2O VIVACE), it was decided on 
August 28, 2020 to suspend the net asset values in order to proceed from the end of September 2020 with the side-
pocketing of these assets. Thus, these UCITS were renamed H2O ADAGIO/ALLEGRO/MODERATO/MULTIBONDS/ 
MULTISTRATEGIES/MULTIEQUITIES/VIVACE SP (Side Pocket). 
 
Since that date, these only hold “private” instruments. They have been put into liquidation and are being liquidated, in 
accordance with the regulations in force. From now on, only acts of management intended to ensure their liquidation 
under the best conditions with the aim of preserving the interests of unitholders are authorised. The number of UCITS 
units was determined at the time of the splits, and will remain unchanged until their total liquidation (no issue of new 
units and no redemption of units, which are amortised gradually). This procedure for side-pocketing "private" 
instruments of the H2O ADAGIO/ALLEGRO/MODERATO/MULTIBONDS/MULTISTRATEGIES/MULTIEQUITIES/VIVACE SP 
(Side Pocket) funds was implemented under the conditions provided in Article L. 214-8-7 of the Monetary and Financial 
Code. 
 
 

Asset valuation rules as of December 31, 2021 of side-pocketed funds 

 
Since the side-pocketing, the management company has estimated the current value of the illiquid assets as follows, 
based on the information available at the closing dates of each financial year. 
 
In December 2020, H2O AM appointed an Advisory Bank. Since that date, in collaboration with the legal adviser of the 
management company, it has supported H2O AM in defining and executing the strategy for the sale of the assets 
linked to the Tennor group. 
 
In May 2021, following the very marginal completion of the sale contract with Evergreen Funding which accounted for 
the gradual sale of illiquid assets between June 2020 and June 2021, and after having assessed, for different solutions, 
the risks, deadlines and potential values of assets, the restructuring of assets resulted in: 
 

1. the issuance of the Tennor Holding BV 4.5% 2022 note (the "FSSSN"), to replace pre-existing temporary 

acquisitions of securities ("buy and sell back transactions") included in the funds H2O ADAGIO SP, H2O 

ALLEGRO SP, H2O MODERATO SP, and H2O MULTIBONDS SP. The underlying asset of these past operations 

as well as the additional guarantees attached to them are kept as collateral until the issuance is partially 

redeemed; 
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2. a firm commitment to restructure, through a new issuance, the positions held until now on the balance sheet 

(excluding ADS bonds, Avatera and La Perla shares) of the H2O ADAGIO SP, H2O ALLEGRO SP, H2O 

MODERATO SP, H2O MULTIBONDS SP, H2O MULTISTRATEGIES SP and H2O VIVACE SP funds. 

This restructuring enabled the rationalisation of the funds' exposure to the Tennor Group, offering them the possibility 
to have a single exposure to the Tennor group rather than to its multiple operating companies, and also to access 
other assets on which the funds were then able to obtain guarantees. At the same time, the funds kept the securities 
previously held (underlying temporary acquisitions as well as the extra-collateral attached to them, securities held on 
the balance sheet) as collateral in order not to weaken their positions in the event of a non-completion of the 
restructuring. 
 
At the end of December 2021, the estimated valuations were revised downward taking into account the evolution of 
the assets held within the side-pocketed funds, the very partial execution of the FSSSN since its inception, and a court 
decision. Indeed, a Dutch court declared in November 2021 Tennor Holding BV, whose funds are creditors, insolvent.  
Tennor Holding BV then appealed against this decision and the court in the second instance overturned the Tennor 
group's default in December 2021. 
 
Thus, at the end of December 2021, H2O AM valued the assets of all side-pocketed funds as follows, taking into account 
the assets held by each of them: 
 

1. The FSSSN was valued (837,907,415 EUR as of December 31, 2021 for the part of the issue held by the funds 

H2O ADAGIO SP, H2O ALLEGRO SP, H2O MODERATO SP, H2O MULTIBONDS SP) according to its estimated 

recovery value and new commitments signed by the Tennor group. Valued at par until August 31, 2021, the 

estimated value as of December 31, 2021 of the FSSSN represented a discount of 26.3%. This decrease could be 

explained by the fact that new creditors of the Tennor group were taken into account and by the revision of 

the estimated values of the operating companies of the Tennor group. 

 

2. The underlyings of the old purchases followed by sales with deferred settlement as well as the additional 

guarantees attached thereto were still held by the H2O ADAGIO SP, H2O ALLEGRO SP, H2O MODERATO SP 

and H2O MULTIBONDS SP funds under the FSSSN guarantee. Consequently, their valuation had no direct 

impact on the valuation of the funds. 

 

3. The firm commitment to restructure the positions held on the balance sheet of the H2O ADAGIO SP, H2O 

ALLEGRO SP, H2O MODERATO SP, H2O MULTIBONDS SP, H2O MULTISTRATEGIES SP and H2O VIVACE SP 

funds was valued at the same price as the FSSSN (since once the restructuring carried out, the two securities 

are fungible). 

 

4. The positions held on the balance sheet, once the restructuring has taken place, will be held by the funds as 

collateral. Consequently, their valuation has no direct impact on the valuation of the funds. 

As of December 31, 2021, the late payment of coupons due on all securities with the exception of ADS and FSSSN led 
the management company to no longer take into account their accrued coupons in the valuation, and to accrue a 
provision for the expected amount of all unpaid matured coupons (EUR 281,149,250 for unpaid matured coupons of 
the funds concerned). 

 
The H2O MULTISTRATEGIES SP, H2O VIVACE SP, H2O MULTIEQUITIES SP and, to a lesser extent, H2O ADAGIO SP, H2O 
ALLEGRO SP, H2O MODERATO SP, and H2O MULTIBONDS SP funds also hold La Perla and Avatera shares, which are 
not affected by the restructuring presented above. 
 
Finally, the H2O ADAGIO SP, H2O ALLEGRO SP, H2O MODERATO SP, H2O MULTIBONDS SP, H2O MULTISTRATEGIES SP, 
and H2O VIVACE SP funds hold a position on the ADS bond (not linked to the Tennor Holding Group) for a total nominal 
value of 64,200,000 USD. The security, which matures in June 2023, recorded no delay in coupon payments (paid in 
June and December). At the end of 2021, these securities were valued at 60,533,466 USD. 
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Post-December 31, 2021 events of side-pocketed funds 

 
The period between December 31, 2021 and June 30, 2022 did not experience any significant event on side-pocketed 
funds and in particular events likely to call into question the information on the estimated valuation appearing in the 
Valuation rules for assets as of December 31, 2021 of the side-pocketed funds above. However, it is worth recalling, as 
mentioned above, that on 31/12/2021 there was a significantly lower revaluation of the assets and that the valuation 
uncertainty that led to the side-pocketing creation remained. Only the liquidation will allow an exact valuation. 
  
Also, the following should be noted: 
 

• In January, the fund carriers of the FSSSN, which was not repaid on the due date of the 17th, received a first 
repayment in securities for a then estimated value of $106 million. They now carry a note issued by the 
company Dooboo (unrelated to the Tennor Holding Group), convertible into shares of the company Gett if 
this company becomes listed. To date, these positions are not valued even if they are held in full ownership 
so as not to reduce the nominal value of the FSSSN. They will be valued (and the nominal value of the FSSSN 
reduced by this amount) when they are sold. 

 
• During the second quarter of 2022, Avatera Medical, a company specialising in surgical robots and of which 

H2O funds hold shares directly or as collateral in the FSSSN, has performed its first surgeries on humans. This 
is an important step in the development of the company, which has had to face many delays following the 
health crisis and the impossibility of hospitals to carry out these trials. To date, a number of robots have been 
delivered to several European hospitals. 

 
During the first half of 2022, H2O AM actively worked with its financial and legal advisors on various scenarios for the 
liquidation of the side-pocketed funds, with the aim of initiating the reimbursements this year, relying both on the 
assets of the Tennor Group and on others (ADS & Gett). 
 

 
 

Communication written on July 29th, 2022. 

 
 

 
 
Disclaimer 
 
This document may not be used for purposes other than those for which it is intended, nor may it be reproduced, distributed or 
transmitted in whole or in part to third parties without the prior written consent of H2O AM Europe. This document has been 
produced for information purposes only. H2O AM Europe declines all responsibility in the event of a decision whether or not made on 
the basis of the information contained in this document or in the event of any use whatsoever of said information which may be made 
by a third party. 
 
For more information on our funds, please refer to the KIIDs (Key Investor Documents) available on the website: www.h2o-am.com. 
Past performance is not a reliable indicator of future performance and is not constant over time. 
 
H2O AM Europe, 39 avenue Pierre 1er de Serbie, 75008 Paris, France. 
Portfolio management company approved by the Autorité des Marchés Financiers under number GP-19000011. 
Simplified joint stock company registered with the Paris RCS under number 843 082 538. 
 
H2O AM LLP is an asset management company authorized and regulated by the Financial Conduct Authority ("FCA"), and registered 
with registration number 529105. H2O Asset Management LLP is registered with the UK Companies Registry under number OC356207. 
The FCA register can be viewed at http://www.fca.org.uk/. The registered office of H2O Asset Management LLP is 6th Floor, East 
Wing, 33 Cavendish Square, London, United Kingdom. 
 


