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Loan A&Es

Structure and Mechanics
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Loan A&ESs

What we have seenin 2023

* A number of names coming to market
* Merlin, Upfield, Idemia, EG Group, Cognita, Hotelbeds, Zoopla, and Minimax
* Typically,a 2.5 - 3 year maturity extension
* Springing mechanic to address outstanding junior debt
* Dollar tranches - issues to consider

What we expect to see addressed

* Guaranteed margin period
» Call protection
* MFN

Mechanics of an A&E

* Votingthresholds
» Use of the Add-on Facility mechanic
* Rise of the Snooze-Drag/ Snooze Loose Drafting Mismatch
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Bond Refinancings

Refinancings have dominated EU High Yield in 2023

« 59%inQ1
« 67%inQ2
« 78%inQ3

Bond-for-bond refinancing

* Exchange Offer
— Akintoloan A&E
— Holders exchange notes for new, longer-dated notes issued under a different indenture

* Full Refinancing
— New money notes issued
— Proceeds used to redeem / tender for existing bonds

« Variations
— iQera: coupled an exchange with a new cash issuance
— STADA: offered a cash fee plus a higher coupon to entice holders to exchange
— NewDay: made a partial repayment at par and exchanged remainder with OID
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Covenant Changes in Connection with Bond Refinancings

A shift in issuers’ favor over the course of the year

* Refinancing covenant packages were broadly similar to existing bonds early in 2023
— Legacy covenants rolled forward - not necessarily conservative

» Flexibility generally increased as the year progressed
— Heavy refinancing needs and strong investor demand has allowed companies to maintain or increase flexibility

* Struggling credits have been the exception
— Notable improvements achieved

6 CreditSights | ==

CovenantReview

a FitchSolutions Company LevFinInsights



Covenant Changes in Connection with Bond Refinancings (Continued)

More Flexibility

Less Flexibility

Covenant changes have included:

Covenant changes have included:

New portability provisions and looser ratio tests for portability

Increased permitted savings / synergies addbacks

Enhanced calculation flexibilities

New growers and high watermark provisions

New / increased baskets

Looser conditions / backdating / new zero floor for Restricted Payments build-
up basket

Looser ratio tests and/or failure to reset ratios to reflect opening metrics

Removed portability provision

Increased permitted savings / synergies addbacks

Added credit support

Limited non-guarantor debt

Downsized / removed baskets

Removed backdated Restricted Payments capacity

Tighter ratio tests
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Loan A&Es - The Need to Revisit Covenants

Challenging the Deleveraging Story

Lender Pushback

While often marketed as a deleveraging story, incurrence-based leverage ratios
are not being re-set

Lender asks and flex points in 2023:

* Highest watermark: as EBITDA fluctuates over the life of the deal, upwards-
only grower basket re-sets are applied

* Reclassification: headroom under the ratio thresholds allows for capped
baskets to be refreshed

* Theever-building CNI Builder Basket: will have been accumulating since the
original financing.

* Visibility: at the time of the A&E, how much capacity is available under each of
the baskets?

Revisiting the more aggressive terms in existing documentation

* Including leverage ratio and/or default conditionality

* Removingratio toggles
» Capping EBITDA adjustments

Resetting the Builder Basket to zero

Enhancing existing Information Undertakings

Value leakage: capping debt that can be incurred by non-obligors and
restricting transactions with the non-obligor Group

J. Crew, Chewy and Serta
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A&ESs and Refinancings in 2024

A Continuation of Short-Term Fixes in the Loan Market?

* Apivotto full refinancings vs. the persistence of A&Es
* Will less attractive credits see a tightening in their existing covenant packages whenever they come back to market
* Rise of coercive A&Es and liability management tactics...?

Significant Bond Maturity Wall Means Refinancings will be Increasingly Important

« Possible covenant tightening to achieve better pricing
« Marketed covenant packages may serve as an indication of the flexibility the company anticipates needing
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This Report is 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.

© 2023. CreditSights, Inc. All rights reserved.
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