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Leveraged Loan Documentation Scores: Flex

Composite Score Flex Percentage of deals where Composite Score flexed

3-Month Rolling Average at least one notch (0.33)
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Documentation Flex

Early Bird Loan / “Pink” Bond Documentation Changes

« Changes in pricing (guaranteed margin periods and ratchets)

« EBITDA adjustments capped (100% of recent loan deals, excluding add-ons)
* Inside maturity baskets removed

« “High watermarking” removed

* Material debt exclusions removed

* Reduction in debt capacity

« Improved MFN protection (all in yield / longer sunsets)

« “Pick your poison” debt baskets removed

* Transfer provisions improved

« Conditions tightened for Restricted Payments build-up basket
« J.Crew blockers added

* "Chewy" protection added

» Portability removed or leverage test tightened

 Basket sizes reduced

 BUT:limited / no flex for repeat issuers / add-on term loans
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EBITDA Adjustments: Capped vs. Uncapped

Loans Bonds
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Continuing Trends and Traps

Covenant Technology Continues to Favour Companies and
Facilitate Liability Management Options

“Frankenstein” EBITDA inflates capacity
* Misleading ratio calculations mask true position

» Test date optionality allows manipulation and cherry-picking

* Transfer provisions restrict lenders’ options
« “Cov-lite” continues to dominate loans

* Generous capacity permits dilution and/or priming through:

» Drop downs of assets to unrestricted subsidiaries
» Effectively senior debt
» Structurally senior debt

* Priming through earlier maturity

* Limited pro rata protections

Weak amendment and waiver provisions
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Chances to Improve the Terms: Focus on the Big Picture

Non-standard A&E / Consent Solicitation / New Paper

Protect the assets
* Review credit support jurisdictions
* Reduce excessive investments capacity
« Add (an effective) J. Crew blocker
* Plugholesinthe Restricted Payments and Asset Sales covenants

Align ratio calculations to the business reality
* Limit EBITDA addbacks, pro forma adjustments, and debt exclusions

Limit material dilution and priming risk
* Reuvisit debt and liens capacity
* Limit non-guarantor debt and non-collateral liens
* Reuvisit inside maturity flexibility

Shore up loan liquidity
* Remove onerous transfer provisions

Stay in control and maintain visibility
* Review thresholds on amendment & waivers
* Require robust and timely reporting
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This Reportis for informational purposes only. Neither the information contained in this Report, nor any opinion expressed therein is intended as an offer or solicitation with respect
to the purchase or sale of any security or as personalized investment advice. CreditSights and its affiliates do not recommend the purchase or sale of financial products or securities,
and do not give investment advice or provide any legal, auditing, accounting, appraisal, valuation or actuarial services. Neither CreditSights nor the persons involved in preparing this
Report or their respective households has a financial interest in the securities discussed herein. Recommendations made in a report may not be suitable for all investors and do not
take into account any particular user’s investment risk tolerance, return objectives, asset allocation, investment horizon, or any other factors or constraints.

Information included in any article that includes analysis of documents, agreements, controversies, or proceedings is for informational purposes only and does not constitute legal
advice. No attorney client relationship is created between any reader and CreditSights as a result of the publication of any research report, or any response provided by CreditSights
(including, but not limited to, the ask an analyst feature or any other analyst interaction) or as the result of the payment to CreditSights of subscription fees. The material included in
an article may not reflect the most current legal developments. We disclaim all liability in respect to actions taken or not taken based on any or all the contents of any research report
or communication to the fullest extent permitted by law.

Reproduction of this report, even for internal distribution, is strictly prohibited. Receipt and review of this research report constitutes your agreement not to redistribute, retransmit,
or disclose to others the contents, opinions, conclusion or information contained in this report (including any investment recommendations or estimates) without first obtaining
express permission from CreditSights. The information in this Report has been obtained from sources believed to be reliable; however, neither its accuracy, nor completeness, nor
the opinions based thereon are guaranteed. The products are being provided to the user on an “as is” basis, exclusive of any express or implied warranty or representation of any
kind, including as to the accuracy, timeliness, completeness, or merchantability or fitness for any particular purpose of the report or of any such information or data, or that the
report will meet any user’s requirements. CreditSights may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those
represented in this Report, and all opinions are reflective of judgments made on the original date of publication. CreditSights is under no obligation to ensure that other reports are
brought to the attention of any recipient of the Products.

Certain data appearing herein is owned by, and used under license from, certain third parties. Please see Legal Notices for important information and limitations regarding
such data. For terms of use, see Terms & Conditions.

If you have any questions regarding the contents of this report contact CreditSights at legal@creditsights.com.
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