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Capital Advisors Group has written extensively in the past about the when
Contacts and how a company can maximize the ufility of venture debt financing,
focusing on variables such as the company’s financial profile, its growth
Stefan Spazek and development strategy, and management's priorities. With this
EVP - Director of Debt Placement information in hand, Capital Advisors Group can help identify and engage
Main: 617.630.8100 the appropriate lenders, negotiate terms, and arrive at an optimized term
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sheet within 8 weeks of initiating a process. We also advise clients to
consider an additional 4-8 weeks for final lender due diligence and
documentation prior to the loan funding date. Typically, a well-prepared
and financially sound company can plan, and reasonably expect to
execute, ifs fundraising process within this timeframe. However, as this year
has proven in many ways, circumstances can quickly change.

In this case study, we will review a fransaction with a slightly different order
of priorities where expediency of execution was key. We will identify the
factors that enabled CAG to compress the debt financing timeline down to
just a few weeks and discuss additional conditions that can help shorten the
time to funding. Whether due to a constrained timeframe or the need to
ensure a funding deadline is met, rapid execution is sometimes a key
component when looking to maximize the value of a debt financing round.

The Challenge

Capital Advisors Group (CAG) was engaged by a clinical stage
biotechnology company (the Company| seeking debt financing in order o
oplimize its pipeline of assets in the clinic. While financial flexibility and
capital availability conditions ranked highly in the Company’s list of
priorities, their primary concern was time to execution. The proceeds of the
loan were to be used to acquire a critical asset that would help bolster the
company'’s pipeline and time was of the essence. Therefore, the Company
was seeking to complete the fundraising process within four weeks, a
fraction of the usual time.

The Process

Given the time sensitive nature of the transaction, CAG's first order of
business was working with the Company fo establish a process schedule.
We began by holding a series of management discussions aimed at
ensuring all Company stakeholders were aligned. With a process schedule
in place, CAG leveraged its lender database to identify a universe of
suitable capital providers based on their investment criteria and the
Company's profile. We proceeded to engage with our contacts within that
universe in order to home in on those lenders that could commit to meeting
our pre-established process schedule.

With all stakeholders aligned, CAG initiated an accelerated version of our
standard process, preparing lenders for the condensed timeline and
coordinating a rapid flow of information between the Company and
prospective lenders. Paramount to achieving that goal, was the
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establishment of direct points of contact within the Company that would specialize in fulfilling financial, legal,
and scientific information requests, as well as a central point of contact for scheduling. In addition, a list of due
diligence materials, requested of the client prior to kick-off, provided a universal starting point for participating
lenders, the distribution of which was further streamlined through the use of the CAG's cloud-based data room.
This served to minimize the amount of ad hoc information requests from lenders that would need to be fulfilled
individually, while the use of the fechnology enabled immediate access to pertinent data for lender deal
execution teams, with minimal effort. As an added measure, weekly update calls, typically held with the client
and a small team, were expanded to include all Company decision makers including the CEOQ, general counsel
and sometimes board members and outside counsel to assure a coordinated message to lenders and avoid
surprises late in the process.

Finally, the commitment of both the Company’s and the lenders’ teams to meeting the transaction’s deadline
cannot be overstated. Having aligned priorities, agreed to a common process timeline, and facilitated the flow
of information between parties, the Company’s and lenders’ deal execution feams provided the personnel and
resources required fo meet the challenging timeline. Combined with CAG's large database of historical term
sheets and experienced execution team, this increased level of attention by all parties helped expedite the term
sheet negotiation phase by focusing discussions on realistic and material terms, as well as primed the transaction
closing process by lining up necessary board approval of the negotiated terms and the final due diligence
process (weekends included). Below is a timeline of the transaction.

¢Capital Advisors Group Engaged

®Process Launched

eQutreach to Prospective Lenders

*NDA Execution (Initiated)

eData Room Access Provision to Interested Parties (Initiated)

eNDA Execution (Completed)
eData Room Access Provision to Interested Parties (Completed)
*Management Call Held

eTerm Sheets Received from Lenders N\
*Review and Negotiation of Term Sheets
*Board Approval of Non-Binding Term Sheet
Signing of Non-Binding Term Sheet
¢Confirmatory Due Diligence (initiated)
eDiligence Calls with Company Personnel (Initiated) )

N\
eConfirmatory Due Diligence (Completed)
eDiligence Calls with Company Personnel (completed)
*Board Approval of Final Debt Agreement
Signing of Debt Agreement and Loan Funding
J
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Conclusion

While not all debt financing transactions must meet such rigorous timelines, there are some lessons to be learmned
in such instances that can be useful to any borrower. We would stress the importance of a standardized process
fo accurately project the fransaction timeline, the value of all internal stakeholder alignment in increasing
predictability, and the benefit of confinuous and timely communication between all parties in adapting fo
unforeseen circumstances. Additionally, it can be useful to streamline process administration through specialized
client points of contact to support the quick resolution of lender requests, while also including an expanded team
of stakeholders when necessary and embracing technology to speed up the and organize the dissemination of
necessary materials. Finally, CAG's database of historical transactions and lender deal criteria helped to shorten
negotiation times and esfablish a better lender fit with the client. As we have previously written, the timing of a
fransaction can spell the difference between enabling or hindering critical components of a company's growth.
Therefore, careful preparation and an efficient process can help maximize the utility of a venture debt fundraising
round.

*Results depicted in this case study are not a guarantee of future results. Results achieved are based on each
company’s specific debt needs, financial goals, and risk consideration.
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About Us

Capital Advisors Group's debt consulting division has provided early-stage corporate debt solutions to clients
since 2003. We also manage customized separate cash accounts that seek to protect principal and maximize
risk adjusted refurns within the confext of each client's investment guidelines and specific liquidity needs. We
provide FundlQ® money market fund research, and our CounterpartylQ® service provides aggregation and credit
analysis of counterparty exposures and risk assessment on shortterm fixed income securities and portfolios.

Headquartered in mefropolitan Boston, Capital Advisors Group maintains multiple U.S. regional offices.

Disclosure Information

Any projections, forecasts and estimates, including without limitation any statement using “expect” or “believe” or any variation of either
term or a similar term, contained herein are forwardHooking statements and are based upon certain current assumptions, beliefs and
expectations that Capital Advisors Group, Inc. ("CAG”, "we" or “us") considers reasonable. Forward-looking statements are necessarily
speculative in nature, and it can be expected that some or all of the assumptions or beliefs underlying the forward-ooking statements will
not materialize or will vary significantly from actual results or outcomes. Some important factors that could cause actual results or
outcomes to differ materially from those in any forward-looking statements include, among others, changes in interest rates and general
economic condifions in the U.S. and globally, changes in the liquidity available in the market, change and volatility in the value of the
U.S. dollar, market volatility and distressed credit markets, and other market, financial or legal uncertainties. Consequently, the inclusion
of forward-looking statements herein should not be regarded as a representation by CAG or any other person or entity of the outcomes
or results that will be achieved by following any recommendations contained herein. While the forward-looking statements in this report
reflect estimates, expectations and beliefs, they are not guarantees of future performance or outcomes. CAG has no obligation to update
or otherwise revise any forward-looking statements, including any revisions to reflect changes in economic conditions or other
circumstances arising after the date hereof or fo reflect the occurrence of events (whether anticipated or unanticipated), even if the
underlying assumptions do not come to fruition. Opinions expressed herein are subject fo change without notice and do not necessarily
take info account the particular invesiment objectives, financial situations, or particular needs of all investors. This report is intended for
informational purposes only and should not be construed as a solicitation or offer with respect to the purchase or sale of any security.
Further, certain information set forth above may be based upon one or more third-party sources. No assurance can be given as fo the
accuracy of such third-party information. CAG assumes no responsibility for investigating, verifying or updating any information reported
from any source.

Please nofe: This report is for personal, non-commercial use only. You may not copy, disfribute or modify this report without prior written
authorization from Capital Advisors Group.

All contents © copyright 2021 Capital Advisors Group, Inc. All rights reserved.
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Capital Advisors Group, Inc.

29 Crafts Street, Suite 270, Newton, MA 02458
Tel: 617.630.8100 ~ Fax: 617.630.0023
www.capitaladvisors.com
info@capitaladvisors.com
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