


Increased attention
from the FSA
requires transparent
loan admmastration.



lL.oan administration

THE GROWTH OF THE ALTERNATIVE LOAN MARKETS
Recent years have witnessed a number of significant chang-
es in the loan markets both in Denmark and across the
rest of Europe. In particular, the alternative loan markets
have seen a significant growth in their geographical foot-
print, volume, product range and customer base. Having
historically dominated the European lending space, banks
have been subject to increased regulation following the
global financial crisis and restriction in their capacity to lend
new money. This has opened up a market for alternative
and non-traditional financing providers and Denmark and
other European countries have seen a sizeable increase in
the number of pension and life insurance companies offer-
ing direct loans as a boost to their traditional product base.

Given their rapid and significant growth in Denmark,
the alternative loan markets have naturally gained an in-
crease of attention from the Danish Financial Supervisory
Authority (FSA). Charged with, among other things, the
supervision of banks and pension and insurance compa-
nies, the FSA has been keen to ensure that the alternative
loan markets do not create a shadow banking market that
operates without the checks and balances that apply to
banks. Accordingly, the FSA has reacted to the surge of
activity in the alternative loan markets by enhancing its

assessment of potential future risks and has extended the
spotlight of its supervision past initial credit evaluation to
include the subsequent follow-up and administration of
loans by non-traditional financing providers. This focus has
demonstrated that, unlike traditional loan providers who
regularly provide loan agency services, a significant num-
ber of new players offering direct lending in the alternative
loan markets do not host the technical and administrative
infrastructure and expertise required to service a loan port-
folio.

KROMANN REUMERT LOAN AGENCY SERVICES
Inresponse to the analysis of the FSA on the difficulties faced
by non-traditional lenders in the administration of loan
portfolios, Kromann Reumert has developed an indepen-
dent, commercially bared and cost-efficient facility agent
and loan administration model offered through Kromann
Reumert Loan Agency Services which is tailored to meet the
specific needs of pension and life insurance companies and
other alternative and non-traditional financing providers.
Kromann Reumert Loan Agency Service's cover all
necessary services to ensure efficient, timely and transpa-
rent loan administration which is compliant with the client's
FSA requirements and which dovetails with the specific
needs and objectives of the client.
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Why hire an
agent?



Facility agent

FACILITY AGENT AND LOAN

ADMINISTRATION SERVICES

Kromann Reumert Loan Agency Services offers facility
agent services providing independent, third party loan
administration services in accordance with the interna-
tionally recognised industry standards of the Loan Markets
Association.

Kromann Reumert's facility agent and loan administration
model offered through Kromann Reumert Loan Agency
Services offers a "one-stop-shop" for facility agent and
loan administration services that typically includes:

> fully integrated facility agent and loan administration
online platform tailored to meet your specific needs and
providing an up-to-date overview of the status of each
specific loan

> administering loan activity

> monitoring borrower compliance with scheduled obli-
gations

> supervision of loan status and changes in terms

> administering requests for waivers, modifications and
consents

> centralised collation of conditions precedent

> facilitation of lender-borrower communication

> coordination of lender instructions and

> coordination with advisors and other agents, e.g. securi-
ty agent, account banks, etc.

> internal counsel with extensive experience of facility
agent and loan administration services

> independent deal document review

> interpretation of loan terms and conditions

> provision of weekly/monthly reports

> specifically assigned Kromann Reumert Loan Agency
Services administration coordinators

> maintaining full record of outstanding loans



lL.oan administration tools

FACILITY AGENT AND LOAN ADMINISTRATION
SERVICES - ACCESSIBLE DAY-TO-DAY SERVICES AND
CONSIDERED ADVICE

Kromann Reumert has developed a comprehensive facility
agent and loan administration system through Kromann
Reumert Loan Agency Services that provides the client
with a full overview of loan documentation, deadlines
and borrower compliance with relevant lending terms and
conditions along with up-to-date details of lender commit-
ments and other regularly updated information.

The service operates through a unique, centralised online
platform, which is managed and supported by Kromann
Reumert Loan Agency Services, a Kromann Reumert sub-
sidiary, as facility agent and tailored on a loan-by-loan
basis. This online platform offers lenders timely and easy
access to all deal notifications and other communications.
Information is categorized and areas of concern immedi-

ately identifiable via a clear "traffic light" signalling sys-
tem which quickly shows the general status of the loan.
Furthermore it provides an overview of information and
reporting received and other key performance indicators
such as compliance with financial ratios and significant
items notified to the facility agent.

In addition to hosting and operating a loan specific

online platform, Kromann Reumert Loan Agency
Services distinguishes itself from other providers of
facility agent and loan administration services and
provides lenders with initial analysis of significant
conditions or violations of loan provisions of which the
facility agent is notified. Kromann Reumert Loan Agency
Services leverages off the legal expertise of Kromann
Reumert to ensure that lenders are provided with relevant
information to quickly make well-informed commercial

decisions.
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The FSA can impose
various sanctions
if you don't comply.



Regulation

The Financial Business Act (Consolidation Act No. 174 of
31 January 2017) (the Act) provides overall regulation of
financial institutions and conduct of financial business in
Denmark. The Act is harmonised with EU legislation and
implements relevant EU directives. The Act regulates the
activities, licensing requirements, duties and responsibili-
ties of financial institutions, and provides the legal frame-
work for the supervision of compliance by the FSA.

The FSA is charged with, among other things, the super-
vision of banks and pension and insurance companies, and
regularly conducts inspections of financial institutions in
Denmark. If a financial institution does not comply with
applicable law and regulation, the FSA can impose various
sanctions, including administrative fines, and withdrawal
of approval of a management director or a banking license
etc.

The FSA has been increasingly vocal about the risks asso-
ciated with pension funds’ alternative investment activi-
ties. The FSA has been increasingly vocal about the risks
associated with pension funds’ alternative investment
activities. The FSA is keen to ensure that participants in
the alternative investment markets have the level of ex-
pertise required to adequately manage alternative invest-
ments and to comply with their regulatory obligations,
and that the alternative loan markets are not creating a
shadow banking market that operates without the checks
and balances that apply to banks. In 2017 the Danish
Parliamentary Finance Committee appropriated DKK 13
million (EUR 1.7 million) to the FSA. These funds are,
among other things, intended to strengthen the super-
visory functions of the FSA.



Interesting opportunities

- Direct lending

WHAT IS DIRECT LENDING?

European focused direct lending was virtually non-existent
as recent as in 2005. However, the market for direct lend-
ing has been in a state of constant growth over recent
years both in Denmark and across the rest of Europe as
traditional lenders have restricted and reshaped their busi-
nesses as a response to increased regulation introduced
following the global financial crisis. Non-traditional lenders
are increasingly entering the alternative loan markets as
a means to diversify their portfolio and react to the re-
strictions of regulatory change. In particular, Denmark has
seen a sizeable increase in the number of pension and life
insurance companies offering direct loans as a boost to
their traditional product base and means to increase yield
in an otherwise low-rate environment. It is reported that
in 2015 the amount of capital raised by Europe-focused
direct lending funds reached $18.8 billion .

Direct lending starts with asset managers, including pen-
sion and insurance firms, which establish direct-lending
funds from investors interested in debt. Once established,
these funds typically offer financing to mid-sized business-
es which no longer fit the customer profile of traditional
bank lenders. The demand from these borrowers, and the
reduced number of borrowing alternatives open to them,
has seen direct lenders able to secure higher interest rates.
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In the same way as traditional lending, direct lending fa-
cilities require servicing. Whilst the profile of direct lending
participants is such that these lenders often retain their
participation for the life of the facility rather than syndicate
out, this does not absolve the need to ensure appropriate
administration of their loan portfolios and the requirement
for facility agent and loan administration services remains
paramount. Indeed, whilst traditional bank lenders, en-
abled by volume and experience, have over the years de-
veloped their own facility agent and loan administration
platforms, new players in the market are expected to hit
the ground running with the provision of sophisticated fa-
cility agent and loan administration services. Hosting these
services internally can be challenging for new entrants
who, in a number of cases, have been seen to fall short of
their regulatory responsibilities in this regard.

Kromann Reumert's facility agent and loan administration
services offered through Kromann Reumert Loan Agency
Services provide a comprehensive and sophisticated solu-
tion to the cost and inherent challenges of developing an
in-house facility agent and loan administration platform
compliant with FSA requirements.



Kromann Reumert

L.oan Agency Services

Kromann Reumert is the leading Danish Law firm with-
in banking and finance and home to Denmark's largest
banking and finance team with over 40 lawyers, many of
whom are recognised as leaders in their field with top rat-
ings from rating agencies such as Chambers Europe, Le-
gal 500 and IFLR 1000. Kromann Reumert has significant
experience advising banks and third-party agents on the
structuring, initial documentation and ongoing adminis-
tration of substantial loan portfolios.

Kromann Reumert has significant experience advising
banks, other lenders and third-party agents on a vast ar-
ray of deal structures across domestic and global markets,
in particular on the structuring, initial documentation and
ongoing administration of substantial loan portfolios. This
knowledge and insight makes Kromann Reumert, operat-
ing through Kromann Reumert Loan Agency Services, your
obvious partner for the provision of facility agent and loan
administration services.

The vast majority of Kromann Reumert’s lawyers are quali-
fied Danish lawyers, however we also have a significant
number of lawyers admitted to practice in other jurisdic-
tions, including England & Wales and New York. Kromann
Reumert is Denmark’s only member of the worldwide Lex
Mundi association, an extensive international network of
160 premier and independent law firms comprising more
than 20,000 lawyers from around the globe.

Kromann Reumert Loan Agency Service advice and ser-
vices are practical, relevant and individually tailored to
meet the specific needs of each client. We believe that the
best advice is achieved by working in close cooperation
with our clients and developing a thorough knowledge of
their business. A collaborative approach enables us to pro-
vide workable, operational and value-adding solutions for
both the short and long term.
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Contact

Jens Blomgren-Hansen Katherine Hensby

Partner Legal Consultant

Mobile: +45 24 86 00 76 Mobile: +45 24 86 01 25
Direct: +4538 77 43 09 Direct: +453877 42 89
jbh@kromannreumert.com kahe@kromannreumert.com

LIMITATION OF LIABILITY

The facility agent and loan administration services offered by Kromann Reumert through KR Loan Agency Services are separate to, and independent of,
the legal advice provided by Kromann Reumert. The nature and scope of the facility agent and loan administration services offered by Kromann Reumert
through KR Loan Agency Services (the Services) are specifically agreed between KR Loan Agency Services and its client on a case by case basis and are set
out in agreed form documentation. KR Loan Agency Services acts as an agent in respect of the provision of the Services and neither Kromann Reumert nor
KR Loan Agency Services shall be liable to any person for any matter or thing done or omitted outside the Services, or in any way in connection with the
Services save in relation to its own gross negligence, wilful default or fraud. In no event shall Kromann Reumert or KR Loan Agency Services be liable for any
loss of profits goodwill, reputation, business opportunity or anticipated saving, or for special, punitive, indirect or consequential damages, whether or not
Kromann Reumert or KR Loan Agency Services (as the case may be) has been advised of the possibility of such loss or damages. Notwithstanding engagement
of KR Loan Agency Services in respect of the provision of the Services, Kromann Reumert and KR Loan Agency Services reserve the right to provide services
including, without limitation, legal and facility agent and loan administration services to all other market participants in accordance with their own internal
conflict and engagement rules.
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