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Alternative Lender Coverage at a glance

Deloitte Debt Advisory Global coverage Debt and Capital Advisory

Independent advice

Market leading team

Global resources and execution expertise: 140
professionals in 31 countries

Demonstrable track record: over 50 deals closed
in the UK since 2014
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Alternative Lending Selected credentials
4 . . \ - - -
Dedicated coverage teams in London, g Capial Volae Inernationa

New York, Singapore and Dubai
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Undisclosed £430m £102m £53m
Over 40 alternative lender P— o— = pov—
transactlons Iﬂ |a5t 24 mOﬂthS Refinancing Reflnancmg‘.‘ Acquisition financing Staple Tl-rjncmg
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Quarterly publication of the Deloitte Alternative @ Zenith = Keepmoat
April 2015 April 2015 December 2014 October 2014
Lender Deal Tracker £380m £240m $107m £275m
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Introduction to Alternative or Direct Lending
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What is Alternative or Direct Lending and how

did it evolve?

What is Alternative or Direct

Lend Ing? Evolution of the US leveraged debt market
: 100% 7 esmmmBank fundi @\ 0N Bank fundi
A non-bank directly 90% o unang on Fank fonding B
financing a company 80% J/?
70% T s - P

without the intermediation
of a bank.

——

1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014

4 N\ ( )
E US Market G European market
* 100+ Direct Lending funds * ~40 Direct Lending funds
« 100+ BDC funds * To date limited retail investments

Limited bank competition for Leveraged « Still strong bank competition
Finance

Mature market with strong discipline * Immature and opportunistic market
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How is the landscape in Europe changing?

Fund raising by Direct Lenders Changing landscape
# Fund raise Second wave

\

Larger “Gorilla” funds

3 Proventus
More leverage being raised
Permira @
5 An increasing willingness to
) BlueBay* Sankaty*** underwrite
First wave

\

Greater pressure to

HO®®®

deploy capital
BlueBay* European KKR ploy P
Capital
1 GSO** 4

Sankaty*** Ve
Credit g e
Partners Growing competition

2013 2014 2015 2016
[ Avenue B Ardian B BlueBay* ~ Crescent B CVC Credit Partners
= fund size (€500m) B QT B European Capital GSO** Hayfin B G
KKR [ Pemberton B Permira Proventus [ Rothschild

. . Sankaty*** M Tikehau
* = Excluding €700m of managed accounts/overflow vehicles

** = Excluding €2.5bn of leverage, total fund capacity of €5bn © 2016 Deloitte LLP. All rlghts reserved. 5
*** = Global investment focus with significant allocation to the European market
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How do Direct Lenders compete with

Bank Lenders?

Direct Lending vs. Bank Lending How funds try to
Margin Bank club deals Unitranche ‘Story Credit"! Unitranche Growth capital d Iffe rentlate
: : or Junior debt : or Junior debt
15%
One-stop
12% solution
1%
‘ Alternative
10% Lenders Kl Greater
ﬂ structural
9% flexibility
8%
Speed of
7% .
execution
6% -......-'.‘,'}_.A‘Q;.-...-c......-.gnooon-‘. = -........-.i.-......- Hurdle rate ....--..E...................--.......
S g
5%
Cost-effective
o simplicity
3%
= %: Scale
Risk profile
_—"

'Story" Unitranche relates to more complex debt raisings in terms of the cyclical nature of the industry the borrower operates in, limited
© 2016 Deloitte LLP. All rights reserved. 6
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Who are the Direct Lenders?

Direct Lenders in Europe
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Note: offices included with at least one dedicated direct lending professional.
The overview does not necessarily provides an overview of the geographical coverage.

Comacting Cae

BB ROTHSCHILD
§

W - & Nrondhaven
France EESYRVIRES idinvest ARDIAN ' Especially focused 1
" KKR 1onEuroPP ’
CEREA By ACKROCK : E X
w h iICG  OARres,| Artemid 1
PERMIRA MMM ™ Partners Grouj ‘ e !

& p

W Amundi CEREA :
]
]

Deloitte.

Origins of Direct Lenders

Mezzanine
High yield bond
Distressed
New
Insurance companies
Private Equity

Hedge fund

Q@@@C‘@
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What are the private debt strategies?

Private debt strategies

Direct lenders approach the mid-market with either a niche strategy

20% = (mainly new entrants) or a broad suite of direct lending products
Growth Capital to cater for a range of financing needs. The latter is mostly the
15% approach of large asset managers.
14%
s 00
12%
1%
10% ‘Story credit’ Unitranche
9%
8% Unitranche
7%
6% Vanilla Senior Opportunity
5% o :
’ Traditional senior debt
4%
3% Mid-cap Private Placements

2%
1%

£50m £100m £150m £200m £250m £300m
Debt size

Note: excluding syndicated loans and bilateral bank loans
© 2016 Deloitte LLP. All rights reserved. 8
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Alternative lenders continue to increase their

deal flow...
o BE
11 Eu?oSdeSaIs
European deals are p - competed
included in the survey. 5,
T‘-?l.ll Z
comp!eted
0

Alternative Lender Deal Tracker
Q42012 Q12013 Q22013 Q32013 Q42013 Q12014 Q22014 Q32014 Q42014 Q12015 Q22015 Q32015 Q42015

[ UK M France [ Germany [ OtherEuropean [l Total deals
Currently covers 42

leading alternative 5o .
lenders. Only primary 70 61
mid-market UK and -

Data in the Alternative Deal Tracker is retrospectively updated for any new participants

Deals done by each survey participant (Last 12 months)

Oﬂ|y 13% Of [ UK M RestofEurope
transactions involved Deals
multiple alternative -

lenders. 20

15

survey participants
” completed 10 or more
deals in the last B
12 months of survey participants
completed 5 or more
@ deals in the last
12 months

12 3 45 6 7 8 9 10111213 141516 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42
Participant

10
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...across Europe providing bespoke structures tor mainly

“event financing” situations

Total deals across Europe Structures (Last 12 months)

“Unitranche” is the dominant structure, with (56% of UK
and 42% of other European) of the transactions classified as a

Unitranche structure.
[ senior [ unitranche | Second lien

. UK . France . Germany . Other European

-

Other European

- Mezz . Other

first lien

Alternative lenders are mainly competing with
banks, as 83% of the transactions are structured
as a first lien structure (Senior / Unitranche).

Rest of *For the purpose of the

deal tracker, we classify
senior only deals with
pricing L + 650bps or
above as Unitranche.
Pricing below this
hurdle is classified as
senior debt.

© 2016 Deloitte LLP. All rights reserved. 11
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More sponsor-less companies are turning to
Direct Lenders to finance growth

Sponsor backed versus private direct lending deals

Deloitte.

In the last 12 months 24% of the total Direct Lending deals involved privately owned (family-founder owned) companies

I sponsor [} Sponsor-less
Deals

100

80

60

20

Q42012 Q12013 Q22013 Q32013 Q42013 Q12014 Q22014 Q32014 Q42014 Q12015 Q22015 Q32015 Q42015

LT™M
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What are the currently available debt
structures?
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What debt structures are available?

Debt structures Unitranche

Senior debt (bank) Unitranche (fund) HoldcoPIK Equi . . -
B seriordebtaniy [l Univanche (ine) - [l Holdeoric [ ity « Asingle credit facility structure

EV/EBITDA typically consisting of:
10 é : : :

e First and second lien loans

8
« Senior and mezzanine loans

: : : : 2x Holdco PIK

6 L +1,200bps
: ; : : » Stretched senior loans

4 :
: : b : SxLUn7iggtr)1che 4)<Llirggggg1e 5x Unitranche * Sen|0r, Slecond ||en and

2 : dibrfees RO L +750bps mezzanine loans

Up to 2x Senior Debt : : ; :
i 50'350[)@5 1x Senior Debt .
o § s : LR i » Mid-market product that can be

Unlevered Leveraged Unitranche Bifurcated Unitranche Unitranche and Holdco PIK

used for acquisitions,
refinancings, dividend

Weighted Average Cost of Debt (WACD) reca pta | 'sat'ons etc
: italisations, etc.

L+ L+ L+ L+ L+

= 0 =t 799 L 580 « Often combined with traditional
ps : bps : bps : bps 5 bps o
bank led facilities — RCF, capex
Pros and Cons per structure and a cqu isition
v Lowest pricing v" Increased leverage - v Stretched leverage v' Greater role for bank V' Lower equity
v Relationship bank . v Club of relationship v Flexible covenants : ¥ Reach more liquid part of - contribution
v Bullet RCF banks v One-stop shop solution the unitranche market : ¥ Nontercreditor
: v Speed of execution :
v' Relationship Lender
% Low leverage % More restrictive terms = Higher pricing % Intercreditor/AAL % Higher pricing
*  Shorter tenor © % c.40% amortising : : :
(3-5 years) :

© 2016 Deloitte LLP. All rights reserved. 14
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Concluding remarks

Positive sentiment in the Direct Lending market... ... but there is certainly still a role for banks

* €38 billion of dry powder ready to be deployed in * Banks still provide a good alternative in the 2-4x
2016 leverage range

* Increased interest and activity from both lenders and * Banks adjusting their risk appetite

borrowers on the European continent , , ,
 Providers of RCF and ancillary services (e.g. cash

* Volatility in the current capital markets will benefit management)

Direct Lenders . .
* Increased cooperation between Direct Lenders and

banks, such as standard Intercreditor/Agreement
Amongst Lenders (AAL) for Super Senior RCF and a
Unitranche

© 2016 Deloitte LLP. All rights reserved. 16
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Important notice

This document has been prepared by Deloitte LLP (as defined below) for the sole purpose of providing a proposal to the parties to whom it is addressed in order that they may evaluate the
capabilities of Deloitte LLP to supply the proposed services.

The information contained in this document has been compiled by Deloitte LLP and includes material which may have been obtained from information provided by various sources and discussions
with management but has not been verified or audited. This document also contains material proprietary to Deloitte LLP. Except in the general context of evaluating our capabilities, no reliance may
be placed for any purposes whatsoever on the contents of this document or on its completeness. No representation or warranty, express or implied, is given and no responsibility or liability is or will
be accepted by or on behalf of Deloitte LLP or by any of its partners, members, employees, agents or any other person as to the accuracy, completeness or correctness of the information contained
in this document or any other oral information made available and any such liability is expressly disclaimed.

Other than as stated below, this document and its contents are confidential and prepared solely for your information, and may not be reproduced, redistributed or passed on, directly or indirectly, to
any other person in whole or in part.. Therefore you should not refer to or use our name or this document for any other purpose, disclose them or refer to them in any prospectus or other document,
or make them available or communicate them to any other party. If this document contains details of an arrangement that could result in a tax or National Insurance saving, no such conditions of
confidentiality apply to details of that arrangement (for example, for the purpose of discussion with tax authorities). In any event, no other party is entitled to rely on our documentation for any
purpose whatsoever and thus we accept no liability to any other party who is shown or gains access to this document.

This document is not an offer and is not intended to be contractually binding. Should this proposal be acceptable to you, and following the conclusion of our internal acceptance procedures, we would
be pleased to discuss terms and conditions with you prior to our appointment.

In this document references to Deloitte are references to Deloitte LLP. Deloitte LLP is the United Kingdom member firm of Deloitte Touche Tohmatsu Limited (“DTTL”), a UK private company limited
by guarantee, whose member firms are legally separate and independent entities. Please see www.deloitte.co.uk/about for a detailed description of the legal structure of DTTL and its member firms.
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