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SVB Scalable Debt Finance for All Stages of Growth
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(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

*£5m+ revenues

eLikely Series B+

eHigh growth with established revenues
eCan drive to breakeven if needed

*May or may not require additional equity

Debt purpose:

eGrowth 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:
e\/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

(BHENSEREDRE)

¢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

(BRENGIEFREDRE)

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

eMileage Plus Holdings, LLC (“MPH” or “Company”); *Mileage Plus Intellectual Property Assets, Ltd. (newly-formed bankruptcy-
remote-structured Cayman SPV to hold all IP collateral)(“IPCQO”)

Parent Guarantors

eUnited Airlines Holdings, Inc.(“Parent”); eUnited Airlines, Inc. (“United”)

Subsidiary Guarantors

eCompany Subsidiary Guarantors: MPH 1, Inc., Mileage Plus, Inc., Mileage Plus Marketing, Inc. and each subsidiary of the Company
eParent Subsidiary Guarantors: Each subsidiary of Parent (other than United, a Borrower or a Company Subsidiary Guarantor) that
is not an “Excluded Subsidiary”

Format

eSenior secured floating rate term loan (“Loan”)

Facility Size

*S5hbn

Administrative Agent

eGoldman Sachs Bank USA

Master Collateral
Agent&Account Bank

*\Wilmington Trust, National Association

Lead Arrangers

eGoldman Sachs Lending Partners LLC, Barclays Bank PLC and Morgan StanleySenior Funding, Inc.

Tenor

*7 years legal final

Amortization

e2-year interest only period until, amortizing until maturity thereafter

Security

eSenior guarantees from (i) the Parent Guarantors and (ii) the Parent Subsidiary Guarantors

eSenior secured guarantees from the Company Subsidiary Guarantors

sFirst-priority perfected pledge (subject to permitted liens) of United’s equity interests in MPH

sFirst-priority perfected security interest (subject to permitted liens) in the Collection Account, the Payment Account, the MPH
Revenue Account and the Reserve Account

oFirst-priority perfected security interest (subject to permitted liens) in substantially all current and to-be-acquired other
tangible and intangible assets of the Co-Borrowers and the Company Subsidiary Guarantors, including (a) (i) (subject to permitted
liens) all intellectual property required for the MileagePlus program (which will be transferred to IPCO prior to closing) and (ii)
United’s and MPH’s rights under the intellectual property license agreement among IPCO, MPH, United and the Guarantors (see
“MPH License —United Sublicense Summary of Terms”) and (b) the Intercompany Agreements between MPH and United pursuant
to which United purchases miles from MPH

eAny future co-branding or similar agreements, and any future UAL or MPH mileage or similar loyalty program, will be required to

be included in the collateral and pledged to secure the (K2 PT) United Airlines “MileagePlus Investor Presentation” 7
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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.

(T) THRIZERT 10



(BZFO)EXREICESCHE - FEBEDRPEF LV - -HE -BEEBOREICAIT TR, ThE T4 LEFRE

HiEmeER, AEVEDONTEL,

r% 8%10R
Fr10% 68
Frk11%128
Fr13% 68

9H
Frk145%E12 B
FRk15% 1R

2R

2R

58
TR165E118
k194 4R
TR255128
k274 3R

Er314 38
SMxEL12A

ChETOEELRER (—H)

[EHERS AEENS] RE
EERESOIERI (BERES ORI
REBEEMIL

[DIP 7 74 Y ZAHARSRES
[FAOEERICET 501 F 74
SUEEFRLEBE
[EREFARE (BRIEHARR) BREE] AF
[RHEEBEARSBEE] 2K
[hEEBEXERER] RE
[EXBERE] RE

EERESOENE (FEREFRORIRK
EEEWIE (FEBEADRDAIK
BEERIEICETZHMNFFA] K

[EXBFEICET 5 HFBRFHEOELSMEL
BT 2 RFAR/ES] o

[EhEE - R Z b & LAIBRIERIICET 2/ARE] RE
(BEERLEICETI2HM 74 ] OBAIAK

¥
NE

b\

]
~]

(8%) ERFICBII3IhEFTCoOIER (—F)

ERk13%F6A [E#RRE~Y=-27I)] WIE
DIP7 7 14 > RA(HREE)D. RAFEDE-IHnFEEA B Z & ZHEL

Fril4%6A [€RMRE=2705IH (PNEEMER) | &%

TRRE Y= 1 7L OEES, HEE - B—RISERAINE VL S,
FRICHNERZEICOWT, ZDFRA ¥ b & BARNERGIE Nk

ERISEIA [EREZRASHMINSEHBEBE (VL—varviy?
Ny IolEREICARITT] | 2%
)\ - IS REBI N L —S a vy TNV R VS DsEe R R L.
R/ NDEDOEE & HIERFOENLZ N2 - DEEA % BHE - A%k

FR26F9R [FH26EHEE EME=-4Y Y I7EXAH] 2%

TRIMEID, MHT — X CER-RIEICBEITKRET 52 &<,
&Y FEEOEEOAR PR AIREMN S 2 @Y FHl(FE M) L <
MECHEREDNLZIT>TWEAIELZELRRIIER & L THE

FrR30E6RA [EMRE-BEED0EX AT LEDA] K

INFEFTORE-HEEOHY SFORELOEMEADERICHEZEZH L
ERBET -2 T7IIVOEILEEEDT-ZODEOBELOAHICOWT,
EMITHO BR(TE - BEOFGRNRARPERDLZEN LR EELKRE %
BL-ERODELXDERAREADER)ZEE X, O TEE

SMTEI2A [EMRE2=27)] Bk, [RES=27IVELED
MEICHTIRE-EEDEXALEDHA] K

RN, FRE BB BLWVERICEDC LY WREARE - XIE.
FIHEDREDLUAFREL LD L 5. BRERMEEOSHRLBERER-
RERES BECHENHSF BRI IRE-EEDOEAH2EKE

S 2FE118 XFXHARESRE

11



(BEQ)ELIBE L BRFHOBKIOVT (X —)

<fEk : TEVEHEFROH >

<# L WERE : SENLERE>

EELE

REHAEIR

E{8m5] RESHT

BHEREL

52 1] ~ *
mElsstEe 0007

BREE

1B R
Bl : REhE HABR 5k

E{Em5] AF

FEEAT =%

-EREEE CIERHEONTIESHT L HR—TAHL
PEENES L
-EHARICEHMIZ K (B2 1L 3 FEICEXFHEE)

EXILCE CBRERE

REHAE R
E{Sm5| RESH
BEIREL
5| A EERE e7YV»s
ERFEREL

‘EXRLE CBEFRHHEON AR —E B D
BB EA RO (FEEEDL H D I EHEIR)
- A REBEN D E

12



(ZZQ)BA0TEMNBERHE, RKEOSFENEBREELDPZ 74 F R

SFERIBIRFIE
PEFIIEEOPEL—IFEL UBERICAND A TEDHEIR, OV b - J7AF VAP PESSVEXOPNRHICEB LABMEDD

ICIZERTH B,

HATH1905(BRA38) FEICTIHBYUEATE D ZEIRD E LT, BA. KIE. BRICH T T, #hEME. $HEME. $LEME. ERE. AEEE.
BEEEUE., BRXBEEME. BXEERMEAED [MEEY] OEIRLETEL, ITHBYEREITHILIC, ZOBOKREMEIRS X%
NEFNOBEMFET L IC, ZO1H, BY. ., RELEOYIT DLW TOYREREICHT 2FEECYERNGE EHE, HEABRYIERTEEAGEL
T-EEERE)CTIEMABEGTER )R EER, —EAORHEDL S IC—FELTHEAEL L TERLL, BUELARTELTEELOICLI-HETH B,
LALBEICEEZENS b OGEREEAYHE) & LT, BELFR(EER) ICBABE NN TWS [HMEBEH] RICEHE I TLWAEVLWL DL, 7-& ZTHPHE
E—Fobnst LTHBAINTHTEH, BEHESIEOHRE SNAEWVLD T, EHERFELIYBZEZ /- EICIE. Z0HE. BFOTEELA* LAITN
ERO5RVDEDN, ZARBERIEFIFEAEHD L TWEh o1, FERELRY [TEMREE] UAND [HNEEE] . THEHR EDEIE,

[ONAl [/ BEIFBMEICED R EIEFTERAVWOT, 7227 b - J7AF VY IATELNTWA &S AEENARIBETIZAW., F
DI=OIIEWAWABRRNELDH B LigFI N TUL T,

1958(FBFN33)FEICTE /- [HEBRERE| I, APELREL T TAL,. BRVEMEAL EOMEEECEE—MRLEUCRME(/EL. DNAR/ T/
JHREFEFHAWVETRETEIEHNTE DD, HEFERMEE) DEBRE L TEITELNEIbDTHSD, (RE)

DIP7Z 74+ R - BIELEICHT ZHAME
[DIP7 74+ VR] & T7AVATE [F¥y7E2—-ALT7V] OBIEIC [Za—-vx—] Z2RET I THD, FEL CBEFRHIFHA
SINTEHICHZIEGRESAMETIHREE VWS T . TAXUVATHUREIEZH Y B LD -7z, LA L. 1980FERFIFEHIADF—X - TNV X
VERITROV T4 NV IAETVRRELTIDHEERZBO-ODTH B,
T XA HEREEETIE,. FYUROFL’HD L. BEFHEHELZBOTMED/-HDEEREMEICIT [BES(Super Priority) HE25EE | & L THIEE
#E (administrative expense) DH THL BEBLDIEFASEZ 5N, FNFLETTEHEL [F74 317 - J—>] (priminglien) & W > T, EEFDIBREIC
BETIIEREDERENFIND, SOICBEFHHBEZICINE LA-MERIBEDEZRICIEITEAVDOARRASEDY, Za—F—42RETIEMHELE
LT, ERIBHEZ-_ 12—~ — LI TCHRCIBBEDIERETE L Z2RNBET S [HHEFEY AN (cross collateralization) HEBHH>NTL F 5,
(FRE)
CDESBRIEDPTAVATROONTWEDIF,. BEME-HH R HE - BRAEOBEY. THEh Lo (ZIHEEE]| CclHeEn A£TEEO
EANEES N, THEOEINEE THIERONREIND) AR E, HHEEDCLEAIBREOTRET S [FENER]| (floating charge)FIEAH 2 H 5
THhd, BECEEDIZIEAETRTHRIZEBRICA-STEY ., LAHrLBEFHERBRZRICEE LE-TZHECZORNE (NS ITBEEFLREGE
DHEDIEYTH ) HIBROTREINTVED DL, Z2—IF—DREIAEWVWERIFICESREY ICET I LICRDE, INODIBRBECEEL.
EEAPMRKTEIILICL > TEFOMELMHIFIEARIETEIENTEDINT, FEMRGEDOI-OICKHER - 1 —vF—REBED-HIZELRT 2IBFRIEE R
ETDHZEICIIEEELD D,
(FER) KBEDF v X — - AL T VOHEIUAHHT-ZEATESIND EEF, EOELREREHIN N SOBDDIP7 74 F v R &HigT 252 & %
HERLTLWEDICOWTH—RICHRESINIDHAEBRTH D, THREBEGESHABEINTVWEIDT, BEMRGICKENRWI EEZEBIELELED T
—fRICAHE T, BXEMEOKIELZR/IBREICEDE L ZH-T-HDTH D, (EEE)
() SRR [BEBE - SHEPHESET 58112 ] (20065E18) (THRIZEHR)




(BEW)EXRE L TRBEOEERER (HONDARIEEADEH)

melT [EhoBHZEL D] H7FREDRST/ERBDMERE (19524)
(HES)

[ DDMEBEDEF I, ZFRITRIEXES AL, ShlEHondaD BITRIEZ L T Nizce ZDIAHICIRELZERITIADLDIIBEEZIT LA
Not, TIDVEESA EBRT: BERKRK, TAIMR) 3, G| 200 7BEro—8L T, BHEHEVOLE - BREZEZTWEHA, LD
WERE - BEOTARI7A—Yv— (BHRARK) 2P-oCV0EYT, VLS, BEULRKD, BEIAIE, AEBICHXThE L, [RITSAE
Bao, h<HLLALAT, ZhiFZS5ENE, RICFZIS5HY T &, FALEIS FBEOK L TRELETEZHITIE, hrESTHI>T
nzAfE] &1 ()

[MfEEeRE] DDA 2=4—2 3 HHONDAZX X7, (1954%)
(THE)
RFTEARIR, 7L — Lo T, BEEY Y HERZHIT TV,
(R CHEILZERL C282R1EIE, B olEcEeEDICEYEY £ L7

&L HE (EHRI PHRE, TR 385, TvYZT7ZREL AR LAREFR. XA AZXLICBVERY VIR LVWEVWSEEOESE
T. W 7FEERTHRAOKLI O EERICEE L. HRFIIAMNIERRE >7-,

[(HERBESAICEDNE LT, [@YZEFT->TLESTEZLDOBEVDALRLREWVWD, ELEENCARBICHD, TARICEELNRLVA
B, HHFSA. BALDINZEEICANS L] &, PYENBVWIRLE27ch, CABRERZWH 7283 H5L. BPLw 3 F— /A
TE->T. WMISBNTHEALGDIOEEZ L TR/ I b H D, MBRRICHMER TIRVBALDIZ, T2 TREIFLrRh >, E—ILRTZ2> T
fe&dmz ezl TclzATT L (BY) ],

BRI, A=Y NV IDZERITIC. YO TXEEZEF L, AL MBREESDFT] I, TOKOWEEID2HEHINTVS,

MRITICX L Tid, BRI TH L2 Ro7, WoSWEBLIZLEZHEY, BULRMBEL SEWITICE o7, (PRE) IXTEA > TONIFIRITHIEREL
g cEdhiF T L, (FRE&) |,

ZOk, ZZERTIIAFOHARARBERER. /IREB=Z=BHBORK T, Hondaz2EMICNNy 77 v 7L T NDTH 5,

Tz DoFMICiEREEEL L T NEZZZRITIE. REEALIERT IRV KAICTENTEASAEL, &2, —B2RIFHT-TEDDET R L
A HBERICERIICEHEL. BAROR#EL H-/-ICH D hHT, KIE—B. MEZEBELBAL TCTEI2AHABAIERNDEZ %R, AHIAREN
BWTIEL W]

CEERIITISSEIARTOR Y FHHI2E 2V TS, (1BE)

(A7) HONDA™Y = 74 A b THONDAEBY#HE/-WZ & ~F v L P D505E~] (TRIIEHKR)
<https://www.honda.co.jp/50years-history/limitlessdreams/index.html|> 14



(BEO)R/NMEET HNRFEZEILHETIZFHFOREICAITEFTR] (B=E]. 202059 A)

o LUl LDFZmERIX. L TOS AR TFHRBEEZREINETRREVD

o BH41EOFALBESIERFICHNT, HEHERIMRO0BLIAL, TD
fhD2EE120HA IETEDSNTZFRHTA MEL. BICEECUTLKES
FHFOYA S LHHIBLEENHIENHIFHS BN TS, Frk285FDERIE
(CONT RF[CHLTH, 53k (5~6F1EE) (C60ELIRDFREZFDY A~
ZBiIEIENRENTULS.

«ZI5 RN, IRBADRIBIZENLEILVEEIDEDS TH S,

Z|5|FBHIDOWT e FEENREDOZINCFHZ2FEMIZARLTL. Mg LS55
HYBEDITIHRINEZTHIEEILTFHIDCEELTIEESH .

o« —EDREEIR (FIZIX34F) &B/IFBEESIC, HATICHIOTIE.
FREFBECDOULT IREAROESEDCREITZFFRRRREORE|OREBEREL,
HIZEEREIZLLLTIESH,

(HFT) /NBET
15



(2% 10) “Debt Enforcement Around the World” (3&#%)

TABLE 8

Main VARIABLE AVERAGES BY PROCEDURE AND IncoME GRrROUP,

WITH AND WITHOUT FLOoATING CHARGE

Foreclosure (£1T) :
debt enforcement procedure aimed at recovering
money owed to secured creditors

- AVERAGE Liquidation GCEEFH) :
FORECLOSURE BY procedure of winding up a company under court supervision
Floating No Floating INCOME i . ;
VARIABLE Charge Charge LiouipaTioN REORGANIZATION Group Reorganlzatlor.'l (BEFH) " e .
- a court-supervised procedure aimed at rehabilitating
A. High Income companies in financial distress
Time 59 3.54 1.45 1.45 1.5 Floating charge (SIERILIBIRIE) :
Cost (%) 2-2 15.7 11.0 6.9 8.5 the assets of the entire business can be pledged as collateral
Going concern 1.00 00 71 .80 .
Efficiency 91.02 43.32 73.21 81.52 77.35 Time:
Observations 5 3 7 15 30 Estimated duration, in years, of the time to resolve the
B. Upper-Middle Income insolvency case of [an ins.olvent firm]; measures the duratif)n
. from the moment of [an insolvent firm]’s default to the point
Tl1me . 2.31 2-28 2-83 2.69 ?ﬁo at which the fate of [an insolvent firm] is determined, i.e.,
gof’t (%) _ 9'30 15'60 1 j.g{] 14'28 13'2’0 when [an insolvent firm] is either sold as a going concern, sold
omg concern ' . ' ) ‘ piecemeal, or successfully reorganized
Efficiency 50.12 37.31 50.20 44.46 46.11
Observations 2 5 10 3 20 Cost:
C. Lower-Middle Income Estimated cost of the debt enforcement proceeding for [an
. - - insolvent firm], reported as a percentage of the value of the
g‘me o 1[11.51)2 é'EQ 13.52 l%'E" ]g'f’ estate, borne by all parties; costs include court/bankruptcy
oSt (%) ) ’ - ’ £ ) authority costs, attorney fees, bankruptcy administrator fees,
Going concern 33 00 22 11 16 accountant fees, notification and publication fees, assessor or
Efficiency 51.46 39.50 $2.20 31.70 35.03 : ’ P i ’
Observations 6 3 9 10 98 inspector fees, asset storage and preservation costs,
auctioneer fees, government levies, and other associated
D. Total insolvency costs
Time 1.47 3.09 2.70 2.84 2.64 Going concern:
- o .
C'D§t (%) i 8'? 15.3 16.3 13.1 13.5 1if [an insolvent firm] continues operating as a going concern
Going concern 54 00 .38 41 .36 both th h q leti f the insol
Efficiency 66.47 39.49 50.16 52.93 51.97 i Wl res el Upeh GomiplElen @ dne 1 15e Hene)
Observations 13 11 26 37 88 process, 0 otherwise.

NoTte.—The table presents the mean values of time, cost, expectation of keeping Mirage as a going concern. and

efficiency of debt enforcement organized by both country income group and the debt enforcement procedure that
applies in the case. Table 1 describes the variables in detail.

(K 7r) Djankov, Simeon, Oliver Hart, Caralee McLiesh, and Andrei Shleifer. 2008. “Debt Enforcement Around the World.” Journal of Political Economy 116 (6): 1105-1150 16



(BZQ)PKEICH T B BREEORH (—1F)

Uniform Commercial Code(#%)
§9-204. AFTER-ACQUIRED PROPERTY; FUTURE ADVANCES
(a) [After-acquired collateral.]

Except as otherwise provided in subsection (b), a_security agreement
may create or provide for a security interest in after-acquired collateral.

(c) [Future advances and other value.]

A security agreement may provide that collateral secures, or that
accounts, chattel paper, payment intangibles, or promissory notes are
sold in connection with, future advances or other value, whether or not
the advances or value are given pursuant to commitment.

§9-610. DISPOSITION OF COLLATERAL AFTER DEFAULT
(a) [Disposition after default.]

After default, a secured party may sell, lease, license, or otherwise
dispose of any or all of the collateral in its present condition or following
any commercially reasonable preparation or processing.

(b) [Commercially reasonable disposition.]

Every aspect of a disposition of collateral, including the method, manner,
time, place, and other terms, must be commercially reasonable. If
commercially reasonable, a secured party may dispose of collateral by
public or private proceedings, by one or more contracts, as a unit or in
parcels, and at any time and place and on any terms.

§ 9-627. DETERMINATION OF WHETHER CONDUCT WAS
COMMERCIALLY REASONABLE.

(a) [Greater amount obtainable under other circumstances; no preclusion
of commercial reasonableness.]

The fact that a greater amount could have been obtained by a collection,
enforcement, disposition, or acceptance at a different time or in a
different method from that selected by the secured party is not of itself
sufficient to preclude the secured party from establishing that the
collection, enforcement, disposition, or acceptance was made in a
commercially reasonable manner.

(b) [Dispositions that are commercially reasonable.]

A disposition of collateral is made in a commercially reasonable manner if
the disposition is made:

(1) in the usual manner on any recognized market;

(2) at the price current in any recognized market at the time of the
disposition; or

(3) otherwise in conformity with reasonable commercial practices among
dealers in the type of property that was the subject of the disposition.

(c) [Approval by court or on behalf of creditors.]

A collection, enforcement, disposition, or acceptance is commercially
reasonable if it has been approved:

(1) in a judicial proceeding;

(2) by a bona fide creditors' committee;

(3) by a representative of creditors; or

(4) by an assignee for the benefit of creditors.

11 U.S. Code (1)
§ 364. Obtaining credit

(c) If the trustee is unable to obtain unsecured credit allowable under section
503(b)(1) of this title as an administrative expense, the court, after notice and
a hearing, may authorize the obtaining of credit or the incurring of debt—
(1)with priority over any or all administrative expenses of the kind specified
in section 503(b) or 507(b) of this title;
(2)secured by a lien on property of the estate that is not otherwise subject
to alien; or
(3)secured by a junior lien on property of the estate that is subject to a lien.

(d)(1)The court, after notice and a hearing, may authorize the obtaining of
credit or the incurring of debt secured by a senior or equal lien on property
of the estate that is subject to a lien only if—

(A)the trustee is unable to obtain such credit otherwise; and
(B)there is adequate protection of the interest of the holder of the lien
on the property of the estate on which such senior or equal lien is
proposed to be granted.
(2)In any hearing under this subsection, the trustee has the burden of proof
on the issue of adequate protection.

CE : TRIZEHER)
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(2% 1) “The Law and Economics Debate About Secured Lending: Lessons for European Lawmaking?” (R#)

<$BREHFADI-DHICH B DH > <{ERIEEADIBRIE L SIEHLIBRIEDE W ZFH >
m BEESHICHRIABEROMBEEEN N Y X7 -BOHFREORE m EREEICHT HIBRIER. BEEEICHRZEISIELF

TEh % & > THEMEZEL S 2 &F)ICHLT S

“the ability of corporate debtors to grant security has the potential to yield social
benefits extending beyond the parties to the security agreement (that is, ‘positive
externalities’). Ex ante, by facilitating bonding and monitoring activity, security
lowers the probability that the debtor will engage in wealth-reducing transactions,
and helps to reduce the probability of default. This increases the value of all
creditors’ claims. Ex post, by facilitating efficient enforcement, it can increase the
overall ‘size of the pie’ for distribution.”

> BEEOEEMBEZIEL S HETEHE C (FESE EEE ORI &1ERBA L)
“Security is thought to be able to assist creditors in lowering ‘financial agency costs’;
that is, the costs of conflicts of interest between shareholders and creditors. For
example, if the business is financially distressed, shareholders—or managers acting
on their behalf— may have incentives to pursue highly risky strategies that actually
have a negative net present value, simply because they stand to benefit from the
upside in the unlikely event that the strategy is successful.”

> fthDEEE IC L B MED 2 FEDOMEERZ B C (EHEE M ORI 28ME R B LE)
“[Security] permits creditors to allocate control over enforcement to those best-
placed to maximise the value realised, and to deter other creditors from engaging in
a wasteful ‘race to collect’ when the debtor is in financial difficulty.”

<BEREHTRITNIERLHRZERLTERVLOI>

B ZH(ARFVY)EHEEROBHAICBE VRITIAR FHBRZI VLA,
BRIEFE=ZFICLDHZHBRITAR FHNMS L
“the utility of secured credit is a function of its advantages over and above

contractual covenants. The key to the difference lies in the consequences if the
debtor ultimately defaults. As security creates proprietary rights, it is ‘self-enforcing’,

whereas loan covenants are not.”

hODEANICET S

“[a security interest in a single asset] would be a natural complement
for a creditor following an asset-based lending strategy. Such a
lender relies not upon its predictions about the debtor firm’s
creditworthiness, but on the ability of specific asset classes to cover
repayment. Such a security interest is therefore most valuable for a
financier who has specialist knowledge about the asset class in
question, and/or the market(s) in which it is sold.”

B TEOLIBHFRIER, FRICHNRZETIELFro0EAN

ICEY 513D, FEEE LNBEOREICH LY 53

“Now consider a general ‘floating’ security interest, over the entirety
of the debtor’s assets. In contrast to asset financiers, the approach
generally adopted by banks is to advance funds on the basis of the
debtor’s general business prospects. A bank’s credit decision could
either be made using publicly available financial information, or
could involve the creditor developing a relationship with the debtor
where ‘soft’ information may be gathered on an ongoing basis to
assist in making decisions about further advances in the future—so
called ‘relationship’ lending.”

“as compared with [France and Germany] in [an empirical] study, the
incidence of formal insolvencies was actually Jower—and the use of
informal ‘workouts’ correspondingly higher—in the UK than the
other two countries. [The empirical study] attribute[s] this to,
amongst other things, the greater control rights granted to UK
lenders through the use of general security. The theoretical claim
that the availability of general security—covering the entirety of the
debtor’s assets—will tend to generate additional benefits over and
above specific security therefore seems to find some empirical
support.”

(HEFf) J. Armour, The Law and Economics Debate About Secured Lending: Lessons for European Lawmaking? European Company and Financial Law Review, Vol. 5(2008)( T #& I3 =7 3)



(8% @) “Explaining Creditor Priorities” (3¥&#%)

KSBFENLHEFRERZFOLHICHZDH >

u E%)%‘ EERERDORBOIENITED L& LIBBE(ERELGNA Y X7 -B0RFIEORETEZ & > TEEMEZIELR S
LF)ICHLT B

> —MRIC. FEEIL. BANZECT L FRMEZELSI LO20BRBEVRIZ2EBM T4 72HH55
“Increased debt gives the debtor an incentive to engage in risk alteration because the debtor receives a return only after fixed credit
obligations are satisfied.”

ZD=®, £TIHELFIE. BROELFNIEND L, BB EULDOYR I ZES T LICKD
“It is apparent that a debtor's first creditor ("C1") can be made worse off by the debtor's subsequent borrowing from later creditors ("C2,"
and so on) because the additional debt may encourage the debtor to invest in riskier projects.”

ZDfER, FEBRprorata) DEF X TIE, BEEBDIATRT—VORVERET, ETLRET 21T 14 7HBEADNS
“In a pro rata system, which prevents earlier creditors from enjoying enforceable promises of extra compensation in return for subsequent
increases in the level of risk by their debtor, creditors will prefer not to lend early in the life of the debtor.”

> 1 D0RKE LT, BROBLFNMHBELZBEICRVOELFOE£M%Z5 2 LIF2ZNEZOND DD, BT X bA
= FRIRER
“One interesting contract between C1 and the debtor - for whom pleasing C1 translates into lower interest costs - could require the debtor
to pay further compensation to C1 in the event of subsequent borrowing.(...) This variable interest rate arrangement presents, however, a
high transaction cost solution to the risk alteration problem.”

> REMNABRARE LT, FITI2ELFICEEAFTEERE)ZEZ D22 LNEZOND
“A first-in-time priority system is a more practical means of solving the risk alteration problem. First-in-time priority for C1 can be
understood as a proxy for the (high transaction cost) variable interest rate arrangement described above.”

= FEREDFAT7RAT—VORVERENOCERZERL THETI (77— A MRYFLLZ)EVLEBEMTITZH7-5L 55

(HHP) Saul Levmore & Hideki Kanda, "Explaining Creditor Priorities," 80 Virginia Law Review 2103 (1994)
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Doing Business measures the legal rights of borrowers and lenders with respect to secured transactions through one set of indicators and the
reporting of credit information through another.

Strength of legal rights index Ba(94fiz) KE(afi)
1. The economy has an integrated or unified legal framework for secured transactions that extends to the creation, publicity and
enforcement of four functional equivalents to security interests in movable assets: fiduciary transfers of title; financial leases; NO YES

assignments or transfers of receivables; and sales with retention of title.

2. The law allows a business to grant a nonpossessory security right in a single category of movable assets (such as accounts receivable, VES VES
tangible movable assets and inventory), without requiring a specific description of the collateral.

3. The law allows a business to grant a nonpossessory security right in substantially all its movable assets, without requiring a specific NO VES
description of the collateral.

4, A security right can be given over future and after-acquired assets, and extends automatically to the products, proceeds and NO VES
replacements of the original assets.

5. All types of debts and obligations can be secured between the parties, and a general description of such debts and obligations is VES VES
permitted in the collateral agreement and in registration documents.

6. A collateral registry or registration institution for security interests granted over movable property by incorporated and NO NO
nonincorporated entities is in operation, unified geographically and with an electronic database indexed by debtors’ names.

7. The collateral registry is a notice-based registry—a registry that files only a notice of the existence of a security interest (not the
underlying documents) and does not perform a legal review of the transaction. The registry also publicizes functional equivalents to NO YES
security interests.

8. The collateral registry has modern features such as those that allow secured creditors (or their representatives) to register, search, NO VES
amend or cancel security interests online.

9. Secured creditors are paid first (for example, before tax claims and employee claims) when a debtor defaults outside an insolvency VES VES
procedure.

10. Secured creditors are paid first (for example, before tax claims and employee claims) when a business is liquidated. YES YES

11. Secured creditors are subject to an automatic stay on enforcement proceedings when a debtor enters a court-supervised
reorganization procedure, but the law protects secured creditors’ rights by providing clear grounds for relief from the automatic stay NO VES
(for example, if the movable property is not used for the reorganization or sale of the business as a going concern, or if there is a risk
to its existence) and setting a time limit for it.

12. The law allows parties to agree in the collateral agreement that the lender may enforce its security right out of court; the law allows VES VES

the assets to be sold through public or private auctions and permits the secured creditor to take the asset in satisfaction of the debt.
(tEFr) World Bank Doing Business 2020 20



