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These materials are provided for illustrative and discussion purposes only

and not as a solicitation by Citigroup for any particular product or service.

Although the information contained herein is believed to be reliable, the
following does not constitute legal advice and Citigroup makes no
representation or warranty as to the accuracy or completeness of any
information contained herein or otherwise provided by it.
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Account Recelvables Purchase

Basic Overview
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Account Recelvables Purchase: The Conflict

m Suppliers and Buyers have Contradictory Objectives
— Supplier wants to convert inventory to cash as early as possible

— Buyer wants to optimize cash flows by “stretching the trade”
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= Account Receivables Purchase Addresses This Conflict
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Account Recelvables Purchase: The Solution

Ongoing Relationship

SATHON

Buyer 1
1. Purchase Order

SUPPLIER
2. Goods/ Services and Invoices Buyer 2

i

Buyer 3

3. Account Receivables

5. Payment @ Maturity

m Purchaser’s contractual relationship is with the Supplier

m Purchaser finances/purchases account receivables at an advance rate
that is determined based on historical dilutions

m Buyers pays into collection account that is owned / pledged / assigned
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Account Recelvables Purchase - Key Structuring Blocks
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A Case Study

Supplier P 1. Goods and Services

; Ik Qﬁ 7—4 Buyer #1
. InXpices A —

Situation

m US based client selling to European retailer on 120+ day terms

m Objective: Improve working capital, improve efficiency ratios and reduce DSO

m Requirement: Solution should have Off Balance Sheet treatment

m Other Consideration: Mitigation of Buyer Credit Risk due to High Concentration,

Solution: A $150 million AR Finance facility, priced 45bps cheaper than current revolver
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Account Recelvables Purchase

Sample Terms
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Account Recelvables Purchase: Sample Terms

Facility Description: Uncommitted Receivables Purchase Facility

Facility Amount: The initial Facility limit based upon Purchaser’s credit appetite for the individual Buyers proposed by
Supplier. Increase in limit or addition of Buyer subject to Purchaser’s prior approval.

Supplier: Company selling its receivables to Purchaser

Purchaser: Supplier's bank or other receivables purchasing entity

Buyer[s]: Supplier's customers that are approved for inclusion in the facility by the Purchaser.
Underlying Transaction: Sales of product or services to Buyer[s] as part of Supplier’s core business

Receivables: Valid, current trade receivables arising from the underlying sale of goods /services to Buyer][s],
documented by Supplier’'s invoices or drafts (the “Receivables”). Supplier will represent and warrant that the Receivables
are bona fide payment obligations of the Buyer[s] due on the respective due dates, that no actual or pending dispute or
event of default exists, that the amounts owed are free of allowances, set-offs, counterclaims, or side agreements, and
make such other representations and warranties as are customary for facilities of this nature.

Receivables Tenor: Short term — generally not to exceed 180 days

Purchase Price: Adjusted invoice face amount net of returns, allowances and discounts taken by the Buyer[s], less
the Discount Margin agreed between the Supplier and the Purchaser (the “Purchase Price”).

Discount Margin: LIBOR + [an agreed number of basis points] per annum, calculated on the basis of the face value of
each invoice for the number of days between the date of discounting and the expected payment date.

Security Interests: Supplier generally will be required to grant the Purchaser a security interest in Receivables other
than those purchased. Purchaser will require free and clear title to the purchased Receivables.
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Account Recelvables Purchase: Sample Terms ont. 2)

Sample Structure:

1. The Supplier and the Purchaser enter into a Purchase Agreement, providing detailed terms and
conditions of the Supplier’s sale and the Purchaser’s purchase of the Receivables.

2. Supplier instructs its Buyer[s] to pay to a designated Collection Account, assigned, pledged or
owned by Purchaser.

3. Supplier may be designated by the Purchaser as its agent for collections and required to
perform standard commercial activities related to collection of the Receivables

4. Supplier presents invoices to the Purchaser on an agreed basis (weekly or bi-weekly).
Purchaser may request copies or original invoices and/or conclusive proof of delivery for all
goods sold or other information or documents as necessary.

5. Following acceptance of Supplier’s invoices, the Purchaser will credit the Supplier with the
Purchase Price of the Receivables less any agreed reductions and net of any amounts due by
Supplier to Purchaser.

6. Buyer[s] remit funds in respect of the Receivables to the Collection Account.
7. Supplier will perform detailed reconciliations of the payments received.

8. The Purchaser assumes insolvency risk of the Buyer[s]. Supplier remains responsible for all
non-insolvency related dilutions.

9. The Supplier agrees to immediately advise the Purchaser of any commercial dispute between

the Buyer[s] and the Supplier. pa—
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Account Receivables Purchase: Sample Terms (ont. 3

Account Receivables Purchase Documentation would include the following
elements:

1. A Purchase Agreement between Supplier and Purchaser, providing the basis for the sale
of the Receivables to the Purchaser and containing conditions precedent to closing and
to each sale, representations and warranties, covenants, events of repurchase and
termination events customary for facilities of this nature; and

2. An opinion letter from Supplier’'s outside counsel acceptable to Purchaser, including with
respect to true sale of the Receivables, and acknowledgement of proper accounting
recognition of the transaction, if required; and

3. UCC-1financing statements to perfect the Receivables purchase and the security
interests granted by Supplier; and

4. A release of liens agreement from any secured creditor or beneficiary of pledged
Receivables; and

5. |If applicable, a performance guarantee to support the performance and limited recourse
obligations of the Supplier or any subsidiary(ies) under the Purchase Agreement; and

6. If applicable, an account control agreement or similar security agreement, to establish
Purchaser’s first priority perfected security interest in the Collection Account.
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Account Recelvables Purchase

Structural Variations
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Structural Variations

Receivables and
Distribution Finance

Supplier Finance

A

Commercial Contract Commercial Contract

Payment Company Payment

Supplier

Inventory Finance
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An Integrated Solution

A Full Service Solution L

Securitization

Benefit:

» Low Cost Financing

» Improved Working Capital
Off Balance Sheet Treattt

receivables

Receivables

_ _ Receivables
Financing

Outsourcing

Benefits:

» Off balance sheet treatment
» Concentration management
» Risk mitigation

» Liquidity

» High advance rates

Benefits:
Reporting handled by third
party

> Frees the Seller to focus on
core business

16

Benefits to Supplier
m Ability to sell more product

m Optimizes legal and due
diligence expense

m Captures largest percentage of

m Provides choice and flexibility

<:|t|grou6T

corporate and
investment banking



Account Recelvables Purchase

Deciding to Proceed
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Accounts Recelvable Finance: First Steps

= Understand your Supply Chain
— Supplier’'s and Buyers’ relationship
— Terms as a driver for margin / sales growth
— Objective: what is your key working capital objective?
= Understand your Account Receivables
— Are there large concentrations? Are Buyers better rated than yourself?
— What is the payment performance history? What % of overdue / returns?

— Objective: determine the right fit: ABL / ABF, Securitization or Account Receivables
Purchase

m Understand your Organization
— Invoice generation process
— Account Receivables collection and reconciliation process

— Customer contract relationship — Is approval of Buyer required?

— Objective: identify the financing currency, legal jurisdiction, and operation location -
citigroup.
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Account Recelvables Purchase: Second Steps

= Identify which Account Receivables to Sell
— To minimize cost: sell receivables from highly rated Buyers

— To maximize advance rate: sell receivables with best payment history (lowest returns, disputes,
discounts)

— To optimize facility size: sell largest concentration of receivables
= Identify your preferred Structure

— Single buyer, multiple buyers, or portfolio of buyers

— Single country, or multiple countries

— Single supplier entity, or multiple entities

m Develop your Account Receivables Purchase Strategy

Prepare list of outstandings from the last few quarters with aging report

Identify need: quarter end, year end, or ongoing sales

Committed or uncommitted facility

— Insured or uninsured

m Structure and Customize your Solution
— Be clear about objectives

AR,
— Aim for easy implementation, flexible structure citigroup.
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Citigroup's Corporate and Investment Bank ("CIB") maintains a policy of strict compliance to the anti-tying provisions of the Bank Holding Company Act of
1956, as amended, and the regulations issued by the Federal Reserve Board implementing the anti-tying rules (collectively, the "Anti-tying Rules"). Moreover,
our credit policies provide that credit must be underwritten in a safe and sound manner and be consistent with Section 23B of the Federal Reserve Act and the
requirements of federal law. Consistent with these requirements, and the CIB's Anti-tying Policy:

e You will not be required to accept any particular product or service offered by Citibank or any Citigroup affiliate as a condition to the extension of
commercial loans or other products or services to you by Citibank or any of its subsidiaries, unless such a condition is permitted under an exception to the Anti-
tying Rules.

o CIB will not vary the price or other terms of any Citibank product or service based on the condition that you purchase any particular product or service from
Citibank or any Citigroup affiliate, unless we are authorized to do so under an exception to the Anti-tying Rules.

o CIB will not require you to provide property or services to Citibank or any affiliate of Citibank as a condition to the extension of a commercial loan to you
by Citibank or any Citibank subsidiary, unless such a requirement is reasonably required to protect the safety and soundness of the loan.

o CIB will not require you to refrain from doing business with a competitor of Citigroup or any of its affiliates as a condition to receiving a commercial loan
from Citibank or any of its subsidiaries, unless the requirement is reasonably designed to ensure the soundness of the loan.

Although the information contained herein is believed to be reliable, we make no representation as to the accuracy or completeness of any information contained
herein or otherwise provided by us. The ultimate decision to proceed with any transaction rests solely with you. We are not acting as your advisor or agent.
Therefore, prior to entering into any proposed transaction you should determine, without reliance upon us or our affiliates, the economic risks and merits, as well
as the legal, tax and accounting characterizations and consequences of the transaction, and independently determine that you are able to assume these risks. In
this regard, by acceptance of these materials, you acknowledge that you have been advised that (a) we are not in the business of providing legal, tax or
accounting advice, (b) you understand that there may be legal, tax or accounting risks associated with the transaction, (c) you should receive legal, tax and
accounting advice from advisors with appropriate expertise to assess relevant risks, and (d) you should apprise senior management in your organization as to the
legal, tax and accounting advice (and, if applicable, risks) associated with this transaction and our disclaimers as to these matters.

The terms set forth herein are intended for discussion purposes only and subject to the final expression of the terms of a transaction as set forth in a definitive
agreement and/or confirmation. This proposal is neither an offer to sell nor the solicitation of an offer to enter into a transaction. Our firm and our affiliates may
act as principal or agent in similar transactions or in transactions with respect to instruments underlying a proposed transaction.

Notwithstanding any other provision herein, you and Citigroup hereby agree that each party (and each employee, representative, or other agent of each party)
may disclose to any and all persons, without limitation of any kind, the U.S. tax treatment and U.S. tax structure of the transaction and all materials of any kind
(including opinions or other tax analyses) that are provided to each party relating to such U.S. tax treatment and U.S. tax structure, other than any information for
which nondisclosure is reasonably necessary in order to comply with applicable securities laws.
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