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SVB Scalable Debt Finance for All Stages of Growth

£1bn+ : :
________ _:_ - Corporate Finance :
I 11 I
I 11 I
I 11 I
I | ——— e e e - = -
E : | : =
— I
@ I Mezzanine 1 1 Buyout Finance =
= I 11
g | 1 1 =
@ I 11 i
o Fmmm Fe====== T=r====-- ! /
! LGrowth Loan 3§ - d
___________ LU + 0
" I Credit Lines :
Venture 1 : |
Debt r
£0 !
Negative Cashflow Positive

(K FT) SVB Guide to Financing Growth(2017)
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Venture Debt Loan
(With Warrants)

Growth Loan
(With Covenants)

Business Profile Benefits Terms

eStartup, typically Series A, B & C
eFast growth but loss making
*“Venture” risk as still refining model
eLikely to require additional equity
investment

Debt purpose:
eComplement to equity
eExtend cash runway
eFund capex, R&D

ef5m+ revenues

eLikely Series B+

eHigh growth with established revenues
eCan drive to breakeven if needed

*May or may not require additional equity

Debt purpose:

*Growth capital
eLiquidity buffer
eExpedite growth/hiring
*Geographic expansion

eFlexible as no covenants and no
restriction on use of debt proceeds
el ess expensive than equity

eSaves dilution for founders or execs
*Preserves dry powder for funds

When not to use:

eInstead of equity

eFor short term bridge to round
without certainty of funding

eFor more mature businesses with

stable revenue streams and assets (as

other facilities more cost efficient)

e|ess expensive than venture debt
eIncreased structure (covenants)
reduces price

*Can be used in combination with
working capital credit facility

When not to use:
*\/olatile or early stage businesses
without sustainable model

e|f company won’t support covenants

*Typical debt/equity ratio <35% to
avoid overleveraging too early

*No covenants

eHighest price senior debt; pricing
includes interest, arrangement fee,
warrants, early repayment fee
and/or backend/success fee

Repayment schedule:

eDraw period (months)
eInterest-only period (months)
eMonthly repayments of principal +
interest over 33-36 months

eSenior secured over all assets

(BHERNGEREDRE)

*1-2 covenants = P&L and/or
balance sheet test(s)

*Pricing includes arrangement fee,
interest, early repayment fee
and/or backend/success fee
(sometimes warrants)

Repayment schedule:

eDraw period (months)
eInterest-only period (months)
*Monthly repayments of principal
and interest over 33-36 months
eSenior secured over all assets

(BN IBREDRTE)

(K FT) SVB Guide to Financing Growth(2017)

10



(EZO)ERMEDFHEZFICOWT

$B R {1l fi& 0 5T {1

B EEMBIHEREBLPEVFEDOTF
C—ZoEJNEFICEAEEIND O, —F
BICEDICK WIROH BEICHR DI D % X
W), £, BEMEOFERIZ. RERE
CRICLEEIDEAHINE[TFRF ¥y
Ta2T7A—THBHI LN D, AENLIER
MEDE AT OMEE IZRFEBRE IR
BRTE B9,

mboly, BEMNLIEBREZERT AL
T, d—Av7avy—r e L TOER-E
& EMEXCEEMED O DELIEF
BeERTEAH, BEFEHEICHL THEN
FIICIEVWIR b THEN LT A S,

mZDf-®, EHLOERE LTI, BRI,

> SENLCEREMNBMEICOVWTEEZITD
(Rid. FEE L OB TRE SN/ EEEE
DABRCEBIRN RT3 2 & (EIERF
RE ICHRET 5).

BRI EE5| HE 0 IcH WL TIEERMEIC
L 2RLRERTIDIE. EEOEY FD
EIIHLAHBHEEREOERTOREL D
VOBEICRE Z L (ERICERS I LEE R
L 3BAIZFRAIDCREIC LB L)

> BRI EE D MEEDTEA L F TIB{RME
x4 % 2 & (ABLOEE)

BENEZDND D

(3%)KEO0CC Comptroller's Handbook (¥&#%)

B Understanding Enterprise Value

Lenders often rely upon enterprise value and other intangible values when underwriting
leveraged loans to evaluate the feasibility of a loan request, to determine the debt reduction
potential of planned asset sales, to assess a borrower’s ability to access the capital
markets, and to provide a secondary source of repayment. Also, during the life of the facility,
lenders view enterprise value as a useful benchmark for assessing the sponsor’s economic
incentive to provide outside capital support.

(%)

Because enterprise value is commonly derived from the cash flows of a business, it is
closely correlated with the primary source of repayment. This interdependent relationship
between primary and secondary repayment sources increases the risk in leveraged
financing, especially when credit weaknesses develop. Events or changes in business
conditions that negatively affect a company’s cash flow will also negatively affect the value
of the business, simultaneously eroding both the lender’s primary and secondary sources
of repayment. Consequently, lenders that place undue reliance upon enterprise value as a
secondary source of repayment, or that use unrealistic assumptions to determine
enterprise value, are likely to approve unsound loans at origination or experience higher
losses upon default.

B Using Enterprise Value

If the primary source of repayment is inadequate and a loan is considered collateral
dependent, it is generally inappropriate to consider enterprise value unless the value is well
supported. Well-supported enterprise values may be evidenced by a binding purchase and
sale agreement with a qualified third party or through valuations that fully consider the
effect of the borrower’s distressed circumstances and potential changes in business and
market conditions. For such borrowers, when a portion of the loan is not protected by
pledged assets or a well-supported enterprise value, examiners will generally classify the
unprotected portion of the loan doubtful or loss.

(E) THRRITERT 11
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