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1 Introduction to Loans Syndication

Applicon Syndication is integrated in the existing SAP Loans Management ERP as an
additional enhancement. It takes advantage of standard SAP Loans Management
functionality and also facilitates future configuration and system maintenance.

2 The Syndication process

Applicon Syndication is an add-on component to the SAP Loans Management ERP. No
modifications are made to standard SAP process such as disbursement, dunning and
reconciliation, which secures for upgrades of new SAP releases.

The main processes in loan management can be divided into five categories:
1. New business:

Definition of customers and participants in business partner module, e.g.
credit scoring.

lllustration of contract acquisition.
2. Position Management:
Contract processing.
Debit positions and incoming payment management as well as postings.
Closing, valuation and management tasks.
3. Cash flow disturbances:
Changes to the contract.
Accounting related to loans.
4. Expiry of contract:
Closing operations after the end of the contract.
Archiving expired loans.
5. Information System:

Evaluating accounting, drilldown and reports.

New Position Cash flow Expiry of Information
Business Managem. / ACISOTCINT contract System




3 Funcionality of Applicon Syndication

The customer may or may not be aware that the loans have been syndicated. It is possible
to syndicate existing loans and similar remove a syndicated loan from a syndication should
the syndication be dissolved. The syndication solution supports multi-currency syndication
projects

3.1 The Syndication Products setup

The syndication setup consists of nine loan products. Three asset based and six liability
based. The asset products are created one by one but they can be rolled out to create the
liability products. That means that the Syndication Facility can be rolled out to create
Assignment Agreement and Agent Consortium Contract. The Loan Facility can be rolled out
to create Participant Facility and Agent Facility and the Term Loan can be rolled out to
create the Participation Sold and Agent Participation Contract, see figure one here below.

The roll out can be based on the percentage/amount split between the participants and
agent in the facility and in each underlying loan (these can be different). At the rollout phase
both commitment capital and any conditions on the customer loans (asset products) will be
mirrored. In the original syndication release it was assumed that all repayments, interest
and fees on the customer’s facilities and underlying contracts would be split between the
participant(s) and agent in line with their share in the syndication but in next release this will
be changed so that certain fees can be assigned 100% to the agent and not shared with
the participants. This will be defined at a company code level.

Fees can be added on at all levels i.e. for all loan products. Fees can be determined using
formulas (automatic calculations).

It is possible to disburse the customer, participant and agent contracts in one step.

Asset products Liability products

Syndication Facility = Assignment Agreement = Agent Consotium Contract

Loan Facility ®  Participant Facility B Agent Facility Contract

Tranche Contract = Participant Sold ® Agent Participant Contract

Figure 1: The Syndication loan products setup

The Syndication Facility represents the total amount syndicated for a customer. The
syndication facility is not disbursed. The exposure is determined by the underlying
syndicated loans.

The Loan Facility bounds together all legs for one contract. The loan facility is not
disbursed. The loan facility can be one or many.

The legs are Tranche Contracts and they can be one or many. Indexing solution in place
so all or part of the legs can be indexed.
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In any syndication, there will be one or more participants and one agent. The participants
can be other banks or they can be other credit institutions.

The Assignment Agreement contracts and the Agent Consortium Contracts correspond
to the participant(s) and agent share in the syndication. One Assignment Agreement will
be created per participant (but Agent Consortium Contract will always be only one,
consisting of the net amount of the Syndication Facilities and the Assignment Agreements).
This can be based on a percentage or actual amounts. If there are any conditions on the
Syndication Facility, these will be mirrored on the Assignment Agreement and the Agent
Consortium Contracts.

The Participant Facility and Participation Sold represent the participant’s share in the
underlying loans in the syndication. The participant does not have to have a share in all the
loans in the syndication.

The Agent Consortium Contract and Agent Participation Contract represents the share
as agent in the underlying loans in the syndication. The agent does not have to have a
share in all the loans in the syndication.

3.2 The Syndication Products

e Syndication facility (Asset)
* The starting point for future large financing needs

« Frame contract for the asset side — represents the total amount to be
syndicated

e Stores business partners in the syndication, the credit limit and the duration.
« Fees can be charged on facility level
* Loan facility (Asset)
« One or several facilities can exist under one syndication facility contract
« Frame contract for one or several tranches (legs)
* Fees can be charged on loan facility level
e Tranche contract (Asset)
« Each loan facility can have one or more tranches/legs

« Tranches represent the customer drawings and can be any asset based loan
product

« Only one borrower can be assigned to a tranche
e Tranches can be in any currency
« Fees can be charged on tranches contracts

« Assignment Agreement (Liability)

« An assignment agreement contract is created per participant and represents
the participant’s stake in the syndication

« The assignment agreement is the syndication frame contract for the
participants
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e Stores the limit amount, contract duration and fees can be charged on the
assignment agreement contract.

Participant Facility (Liability)
* One or several facilities can exist under one assignment agreement contract
Frame contract for one or several tranches (legs)
* Fees can be charged on participants facility level
Participants Sold (Liability)

« A participation sold contract is created for each tranche contract in which the
participant has purchased a stake in the syndication

¢ Keeps track of the flow of funds to and from the syndication participants
¢ Fees can be charged on the participants contracts
Agent Consortium contract (Dummy liability)

« One agent consortium contract is created for the syndication facility contract
and represents the agent lending stake in the syndication (our own part)

» Frame contract for the agents share
« Corresponds to the portion of the facility not sold to other participants
« Created purely for accounting reconciliations in SAP-FI

Agent Facility contract (Dummy liability)

« An agent facility contract is created as a frame contract for one or several
tranches (legs)

« Corresponds to the portion of the facility not sold to other participants
« Created purely for accounting reconciliations in SAP-FI
Agent Participation contract (Dummy liability)

* An agent participation contract is created for each trance in which the agent
has a lending stake

« Corresponds to the portion of the trance not sold to other participants

e Created purely for accounting reconciliations in SAP-FI



3.3 The Applicon Syndication workbench

The workbench is an display that is easy to use to get an overview of all loans in a
syndicated project. Syndication workbench displays all contracts linked together in one
project. Syndication check functionality performs validation check on the syndication project
f.x. currency, maturity, commitment capital check etc. Aggregated cash flow displays the
cash flow across the whole syndication.

Syndication overview screen consists of:

Syndication facility overview
Facility overview

Trance overview

In general the following is represented in the Workbench:
Icons denote asset / liability contracts
Displays status for all contracts
Easy drilldown into all contracts

Syndication check

Figure 2: The Syndication loan workbench
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3.4 Reporting capabilities

All standard reporting capabilities are utilized in the Syndication solution, where for example
the integration to Microsoft Excel is highly appreciated.

3.4.1 Total engagement report

This report is essential for an agent to get an overview of all the business partner’s
commitments and is available for both customers and participants. Here an agent has a full
overview of all facilities, tranches and contracts that have been made with the customer and
has also a single step access to the Syndication Workbench. The report is also integrated
with the Collaterals that are linked with the syndicated loan.

Figure 3: The Total Engagement

3.4.2 Range of reports available

Most reports in SAP are built around Business Warehouse but it is always possible to
interface with other Business Warehouse applications.

Other reports that are out of the box are:
Reconciliation of Cash Flow between Assets and Liabilities
Overview of Total Syndication
Participation portfolios
Individual syndication
Overview of Total Collaterals
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4 Other requirements

The Applicon Syndication is built in a modular way which means that there are many ways
for the different modules to communicate. Therefore the solution can easily be adapted to
the special requirements that the financial institution has or if there are any specific local
requirements.

The Loans Management System needs at least some parts of the SAP BP and Finance
module to work but information can be migrated to other business systems as well.

5 Prerequisites

The Applicon Syndication is totally integrated to SAP Loans Management ERP. Therefore a
customer needs to contact local SAP sales representative for more information about SAP
licenses to be able to execute the solution.

The implementation process is quite defined and should involve the following steps:

1. Activate the license for SAP Loans Management ERP.

2. Configuration the SAP Loans Management solution for handling of Syndicated
loans.

3. Configure G/L account keys in order to enable postings related to syndicated loans.
4. Configure and design (usually based on customer template) correspondence.
5. Configure the payment processing.

6. Training and hand over to super users

Support and maintenance is provided by Applicon, but in most cases SAP worldwide is able
to help with support issues.

6 Further information

Applicon is one of the largest independent SAP service partners in the Nordics with offices
in Copenhagen, Stockholm, London and Reykjavik. The Applicon companies consist of
more then 200 employees with extensive knowledge within standard solutions such as
SAP, Microsoft, Calypso and Business Objects.

Applicon has attained Gold Certification from SAP and Microsoft and is a Calypso
Implementation Partner. Applicon offers business critical software solutions that are tailored
to specific industries such as financial services.

Within the financial services sector Applicon has implemented solutions in all the Nordic
countries and the United Kingdom. Applicon specializes in delivering business applications
and productivity solutions within the specific sector, focusing on local requirements.

Among Applion customers are most of the largest financial services companies and banks
in northern Europe e.g. Nordea, Handelsbanken, SEB, Kaupthing, Folksam, De Lage
Landen.

For further information please contact mr. Heimir Fannar, Global Business Manager
Financial Services at hfg@applicon.com or +46 76 77 14 002




