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Xtract product overview

Expert legal analysis. Deal terms made clear.

The challenge

Covenant analysis is manual, inconsistent,
and time and labor intensive. Investment
professionals rely on fragmented precedents or
automation that misses legal nuance—making
it difficult to compare deals, defend terms,
or understand risk and documentary market
practice before capital is committed.

Who we serve

Institutional and investment
< banks

Benchmark covenant terms
before syndication and defend
deal packages.

Asset and fund managers

Understand covenant risk before
taking a position.

[

Key benefits

The solution

Xtract turns complex loan and bond
documentation into clear, actionable covenant
intelligence. Experienced finance lawyers review
every deal, translating legal language into
structured insight so investment professionals
can assessrisk, benchmark terms,and approach
covenant packages with confidence.

Law firms
ﬁ:: Draft, negotiate, and advise with
lawyer-reviewed market context.
Advisory firms
= Identify leverage points across
ST y gep

capital structures.

+ Gain clarity from covenant complexity with lawyer-generated analysis.

« Benchmark terms with confidence using validated market data.

Identify covenant risk early, before syndication or investment.
Strengthen negotiations and advice with credible legal and market context.

Track covenant shifts across markets with lawyer oversight.



From covenant complexity to actionable insight
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How Serta Blockers Fail to Protect Minority Lenders

France spent five years and 3 billion francs building the
Maginot Line - a fortress of concrete and steel stretching 280
miles along the German border. Germany bypassed it in four
days.

Serta blockers, the sacred rights designed to protect minority
lenders from priming transactions, often prove just as
ineffective. While roughly 85% of modern credit agreements
include Serta blockers, their protections are steadily eroding.
We analyzed 40 recent sponsored credit agreements to
understand where, and how, these provisions fall short.

Structural Subordination

Structural subordination remains largely untouched by Serta
blockers. In our sample, these provisions prevent contractual
payment or lien subordination but do nothing to restrict
structural subordination.

The workaround is straightforward: borrowers can shift
valuable assets or operating subsidiaries into non-guarantor
entities and then raise priming debt at that level. Existing
lenders are left structurally subordinated, with no consent
required.

This risk can be mitigated by limiting investment baskets for
unrestricted subsidiaries or capping debt at non-guarantor
restricted subsidiaries. But as STG Logistics reminded us
(where majority lenders stripped such protections),
investment baskets and structurally senior debt baskets can
be amended with majority-lender consent, leaving minority
lenders exposed.

Partial Collateral Priming

In 90% of the agreements reviewed, Serta blockers are
triggered only if “all or substantially all” collateral is
subordinated. This creates another obvious loophole.

Borrowers and majority lenders can prime a significant
portion of the collateral, so long as they stay below the
undefined and borrower-friendly “substantially all”
threshold.

Only 10% of the agreements eliminate this qualifier and
trigger lender consent whenever any collateral is

bordi d. These provisions offer stronger
protection but remain the exception.

The “Same Terms” Illusion

Every Serta blocker permits borrowers to avoid unanimous
consent if new priming debt is offered to all lenders “on the
same terms.” Onits face, this sounds fair. In practice, it rarely
i

70% of these provisions explicitly exclude fees from the
definition of “same terms.” The remaining 30% are silent,
leaving the issue open to interpretation. This matters
because uptier transactions routinely involve substantial
backstop, arranger, structuring, underwriting, or
commitment fees paid only to participating lenders.

The result: majority lenders receive materially better
economics while minority lenders are technically offered
“the same terms.”

The Self-Defeating Clause

Three of the 40 agreements include Serta blockers that are
internally contradictory and include exceptions that permit
amendments to increase the amount of priming debt. Below
is an example:

(it being understood that this clause (vifi} shall not...
restrict on omendment to increase the maximum
f thatis secured by Liens
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Pioneer global covenant analysis service.

Lawyer-driven data

Every deal is reviewed by experienced finance lawyers.

Reliable benchmarks

Clause-level comparisons across global loans and bonds.

Actionable clarity

Key risks and flexibility distilled and explained for faster decisions.

Direct lawyer access

Questions answered by the lawyers who reviewed the deal.



Core capabilities

Covenant analysis

=\

Gain analytical insight into key risks and benchmark protections across comparable deals.

* Covenant comparison
[

Compare provisions across issuers, sectors, and structures.

rr— Deal data and market trends

Track evolving covenant norms with our covenant database and proprietary market analysis.

C{ Special situations

Understand the covenant impact of amendments, waivers, and distress.

Explore Xtract further

See how lawyer-reviewed covenant intelligence can help your team benchmark terms, assess risk, and understand

cross-border and cross-asset class dynamics with confidence.

% Xtract

Xtract turns complex loan and bond documents
across global markets into clear, actionable covenant
intelligence.

As part of ION Analytics, Xtract combines legal
expertise with structured asset-class and market
data to reveal covenant ramifications that traditional
reviews and automated tools often miss.
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ION Analytics delivers personalized, targeted data

and market intelligence to banks, investors, law firms,
and corporates, helping clients find opportunities and
drive better decisions in markets ranging from equities
and fixed income to infrastructure, direct lending, and
private equity.

@ To explore how Xtract can support your strategy, Contact Us

Discover what ION can do for you. Click on a button below to learn more
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