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default 335-6
modification of documentation by lender 325
right to pay off or purchase atvar 336
senior secured financing 15, 1C
leveraged syndicated leons . 236-8
summary of terms 40713
term sheet for 367-78
see also second lien financing
settlement options 300
share pledges 45
shareholders, Buffett’s (2008) letter to 49-50
Sharia compliance 360, 361
shark repellants 249
sinking-fund provision/requirement 60, 99, 107
skewness 78-9
soft protection 64
solvency capital requirement (SCR) 165, 289-90
Solvency II Directive 164-5
new regulatory limits 289-90
regulated capital under 165-70
South Africa, FI case study 1867
split collateral financing 357-8
sponsored financiers 18
stabilized mezzanine investment 217, 218, 219
staged financing 194
standard deviation and risk 81

standstill period, inter-creditor agreements 325, 331
step-up dividends 322
step-up rate loans 26-9
step-up, step-down bonds (temporary write-down
bonds) 171
strike (exercise) price, warrants 46, 48-9, 112
structural subordination 240
subordinated debt (‘subdebt’) 4
with PIK interest 29-33
with profit participation 3340
with step-up rates 26-9
with warrants 40-51
subordinated loans/bonds
Brazilian bank case study 184-6
term sheet for 378-82
subordination 4, 239-41, 267
subordination agreement 380
subrogation rights 266, 325-6, 328, 329
subsidiary guarantees 315, 319, 320, 322
sukuks, Islamic finance 260-1
surplus funds 166
syndicated loans (235—8
PPLs constiucted as 40
vs. HY bowds 242-6
syndicatiow pricing options 241-2

taxaton 38
ar.d LBOs 230, 247
deferred tax assets and liabilities 154
tax-deductibility 1, 2, 6-7, 30, 36-7, 297, 366
temporary write-down bonds 171
tenor 27
term sheets
convertible bonds 390-6
convertible preferred shares 396-407
mezzanine debt 382-8
senior secured financing 407-13
senior secured loan 367-78
subordinated loan/bond 378-82
warrant purchase agreement 388-9
thin capitalization rules 6
third pillar, Basel rules 142
three-date binomial option pricing 118
ticking fee 30
Tier 1 bonds, criteria 290
Tier 1 Capital, Basel II 142-3, 144
Tier 1 Capital, Basel IlII 144-5
Additional 148, 177
and 7th Criterion 271
criteria for inclusion in 148-50
specific features 178-81
Common Equity 177
15% limit on 159
definitions 145, 146-7
disclosure requirements 160
minority interest 152-3
regulatory adjustments 154—-60
specific features 178-81
transitional arrangements 160-2
limits under Solvency II 289-90
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Tier 1 Perpetual Notes, Rabobank 172 valuation of warrants 119-21
Tier 2 bonds, criteria 290 value-added mezzanine investment 217
Tier 2 Buffer Capital Notes, Credit Suisse 172 value of equity 113-14
Tier 2 Capital vesting period, warrants 47, 403
Basel II definition 143, 144 volatility
Basel III definition 146, 150-2 and risk 85-6
components of 177 Black—Scholes Model 111-15
limits under Solvency I 289-90 implied 48,49, 111
specific features 178-81 market value of assets 13

Tier 3 Capital, Basel IT 143, 144, 145, 167, 168,290  Volatility Skew, Black—Scholes Model 111
time premium of an option 47, 48

times interest earned ratio (TIER) 92-3 WACC (weighted average cost of capital) 90-1
time value, warrants 112 waivers 324, 325-6, 327, 374, 462
toggle notes, PIK 30, 31, 32-3, 45, 246 wall of maturities 20, 22
toll road construction, Poland 196-203 warrants 4, 99
Total Capital, Basel Il rules 146, 153 embedded in convertible bonds 51, 52, 54
tranches 211-12, 345 preferred stock with 59, 62-3
LBO structure 250 purchase agreement, term sheet 388-9
senior debt 206, 234, 257, 258 subdebt with 40-50
tranching of unitranche 358-9 valuation of 112-15
transfer pricing 38 issued by private firias 119-21
treasury stocks, deductions 155-6 vs. options 50-1
turbo warrants 48 ‘waterfall” provisicn, Model Agreement 444, 445
turnover clause, lien subordination 240-1 waterfall trigger = vents, unitranche loans 358
two-date binomial option pricing 117-18 weighted average cost of capital (WACC) 90-1
wind pari~<cse study 203-9
ugly covenants 320-1 guiGeaee/solution 497-8
underlying asset value (UAV) 113-14 write-down bonds 171
underwritten deals 237 vrite-downs, loss absorbency 149, 181, 275

unitranche loans 206, 356-9
US mezzanine products 364-5 zero-coupon convertible bonds 66-7



