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Online Appendix A: Lender fixed effects

Online Appendix Table A.1 reports five panels cep@nding to Appendix Tables 1to 5
that further include lender fixed effects. The @beresults are not sensitive to the inclusion of
lender fixed effects. For example, in Panel 1, egort the results from Appendix Table 1 (Usage
of credit lines and economic performance) and addér fixed effects. Adding lender fixed
effects does not significantly change the coeffitien the equity return and change in
profitability variable. Furthermore, the increametie Adjusted Ris small, suggesting that lender

effects are of little importance in explaining @@®ctional variation in credit line usage rates.

[Online Appendix Table A.l]

Similarly, including lender fixed effects in ouralgsis for the option to draw (Panel 2,
relating to Appendix Table 2), performance pric{Rgnel 3, relating to Appendix Table 3), and
the competitive bid option (Panel 4, relating top&pdix Table 4) does not affect our results
either. Adding lender fixed effects to the analysiscredit line usage rates and pricing structure
decreases statistical significance on the AISU/AI&0D, while results on the utilization fee are

unchanged (Panel 5, relating to Appendix Table 5).



Online Appendix Table A.l: Lender Fixed Effects

This table provides a robustness test for Appeiidixe 1 — Appendix Table 5 using lender fixed
effects. We report results for the two key colurohgach Appendix Table (for example, column
(2) and (4) of Appendix Table 1), both as repoitedhe Appendix Tables, with Lender fixed
effects. Lender refers to the lead arranger, ifehere several lead arrangers we use the lead
arranger with the largest share in the syndicatamh.l Sample, variables definitions, and
clustering is done exactly as in the respectiveeiplix Table. ***, ** * denote significance at
the 1, 5 and 10 % level, respectively.

Panel 1: Robustness test for Appendix Table 1

Column in Appendix Table 1 (2) (2) (4) (4)
Lender FEs Lender FEs
Usage Usage Usage Usage
Equity Return -0.066*** -0.062***
(-6.67) (-5.89)
Change in Profitability -0.168***  -0.171***
(-2.69) (-2.80)
Fixed effects as in paper Yes Yes Yes Yes
Lender fixed effects No Yes No Yes
Adj. R2 19.38% 22.14% 18.34% 21.31%
Obs 4,988 4,988 6,178 6,178

Panel 2: Robustness test for Appendix Table

Column in Appendix Table 2 (2) (2) (5) (5)
Lender FEs Lender FEs
Upfront Fee Upfront Fee AISU AISU
Equity Volatility 0.359***  0.306*** 0.132** (.130***
(6.15) (4.83) (11.92) (11.28)
Fixed effects as in paper Yes Yes Yes Yes
Lender fixed effects No Yes No Yes
Adj. R2 35.87% 42.06% 58.55%  61.17%
Obs 2,274 2,274 12,063 12,063

Panel 3: Robustness test for Appendix Table

Column in Appendix Table 3 3) 3) (6) (6)
Lender FEs Lender FEs
Upfront Fee Upfront Fee AISU AISU
Equity Volatility 0.340***  0.289*** 0.096*** 0.096***
(4.49) (3.40) (7.87) (7.50)
PP - continuous measure -0.064***  -0.081*** -0.086 -0.086***
(-3.79) (-3.91) (-22.70)  (-22.11)
Fixed effects as in paper Yes Yes Yes Yes
Lender fixed effects No Yes No Yes
Adj. R2 42.63% 49.24% 64.53% 66.62%
Obs 1,319 1,319 6,846 6,846
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Panel 4: Robustness test for Appendix Table 4

Column in Appendix Table 4 (2) (2) 5) (5)
Lender FEs Lender FEs
Facility fee Facility fee Facility fee Facility fee

CBO (0/1) 0.250***  0.242** -0.212** -0.206***
(20.49) (19.76) (-17.81) (-17.32)
Fixed effects as in paper Yes Yes Yes Yes

Lender fixed effects No Yes No Yes
Adj. R2 46.35% 48.53% 50.00% 51.30%
Obs 16,329 16,329 16,329 16,329

Panel 5: Robustness test for Appendix Table 5

Column in Appendix Table 5 (2) (2) 5) (5)
Lender FEs Lender FEs
Usage Usage Usage Usage
AISU/AISD-ratio 0.128* 0.083
(1.68) (1.05)
UTF==0 x AISU/AISD-ratio 0.144* 0.100
(1.83) (1.22)
UTF==1 x AISU/AISD-ratio 0.033 0.014
(0.18) (0.07)
UTF (0/1) 0.050 0.038
(1.12) (0.82)
UTF -0.002***  -0.002***
(-2.79) (-2.72)
Fixed effects as in paper Yes Yes Yes Yes
Lender fixed effects No Yes No Yes
Adj. R2 17.58%  20.39% 17.67% 20.48%
Obs 6,099 6,099 6,099 6,099




Online Appendix B: Cancellation fees for term loas and the option to terminate

Most corporate loan contracts allow the borrowetetaninate the loan contract before
maturity. The option to terminate is particularlglavant for term loans. For credit lines,
borrowers do not have to terminate the loan coht@avoid having to pay the full spread.
Instead, borrowers can simply choose not to drawndthe credit lin€. Firms should be more
likely to terminate a term loan contract when spoérket spreads fall. Terminations or
renegotiations of term loan contracts before mitusi widespread. For example, Roberts and
Sufi (2009) report an unconditional likelihood @negotiation of 9.1% per quarter, of which
4.2% are early terminations.

The cancellation fee is akin to a strike price (avad to the price of the cancellation
option) as it only needs to be paid if the borroweercises the cancellation option. As an
example, let us assume that a borrower has a team With 1 year maturity remaining, a
contractual spread of 100 bps and a cancellatierofe30 bps. The option to cancel is in-the-
money if the borrower's spot market spread decsdaslow 70 bps. If, however, the cancellation
fee would be 60 bps, the borrower's spot marketagpwould need to decline below 40 bps to be
in-the-money. Thus, there is a trade-off betweendtnike price and the price of the option: A
borrower with a large creditworthiness-volatilitylveither have to pay a higher upfront fee as a
compensation for the cancellation option or willvéato accept a higher strike price (i.e.,

cancellation fee). We thus formulate the followmgpothesis:

Appendix Hypothesis 1 (term loans): Upfront feesamcellation fees are an increasing function

of the volatility of the borrowers’ credit worthise volatility.

! Consistent with this economic rationale, we fihdttcancellation fees are more frequently usedkfon loans
(11%) than for credit lines (4%), see also Figuie the main paper.
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As for Hypothesis 2 in the main paper, we use #aized volatility of the borrower’s
equity return over the year prior to the loan or@ion date as a proxy for the volatility of the
borrower's loan spot market spread. We split thapéa of term loans into subsamples of
investment grade (IG), non-investment-grade (noh &8d unrated firms. For each of these
subsamples we sort all term loans into quintilesebdaon the firm's equity volatility. We then
analyze the existence and magnitude of upfront Gardtellation fees across these quintiles in

Online Appendix Table B.1.

[Online Appendix Table B.I]

Panel A reports results for the upfront fee. Themme evidence that the upfront fee
increases with equity volatility, but the results anly significant for the non-investment grade
sample. Panel B reports results for the cancefidge. We set the cancellation fee equal to zero
for contracts without a cancellation fee. We fihdttcancellation fees are higher for borrowers
with a higher equity volatility and the results a@nomically and statistically significant at the
1% level for non-investment grade borrowers (31, pg$.01), non-rated borrowers (22 bps,
p<0.01) and for the total sample (24 bps, p<0.0ilPanel C, we replicate Panel B and restrict
the sample to observations with non-missing upffees to make sure that differences between
Panel A (upfront fee) and Panel B (cancellatior) &e not driven by differences in the samples.
Results from Panel B are confirmed. Panel D anddi#vghat the results are driven both by high-
volatility borrowers being more likely to have ancallation fee in the contract (extensive
margin) as well as high-volatility borrowers havinigher cancellation fees conditional on the

existence of a cancellation fee (intensive margtimally, we estimate multivariate regressions



with loan and borrower characteristics as wellamg notch, year, loan purpose, loan type and
one-digit SIC code fixed effects. The results aesented in Panel F and confirm the univariate
results.

Overall, we conclude that high-volatility borrowdrave term loans with higher
cancellation fees (strike price). There is alsos@vidence, in particular for non-investment
grade borrowers, that high-volatility borrowers @do pay higher upfront fees (price of the
option). We leave a more detailed analysis asdadtionale of this design choice to further

research.



Online Appendix Table B.I: Upfront and cancellationfee
as a compensation for the option to terminate (ternfoans)

This table shows the upfront fee and the canceflatee by quintile of the borrower's equity
volatility as well as multivariate results regressupfront and cancellation fees on the borrower's
equity volatility and control variables. Panel Aopides results for the upfront fee. Panel B
provides results for the cancellation fee, with tlaacellation fee being set to zero for contracts
without cancellation fee. Panel C provides the sanadysis as in Panel B, but restricted to loans
with non-missing data on the upfront fee (i.e., sasample as in Panel A). Panel D provides
results for a dummy that is equal to one if theceflation fee exists (extensive margin), while
Panel E provides results for the magnitude of thecellation fee for the sample with existing
cancellation fee (intensive margin). Panel F presidhultivariate results. The sample is based on
term loans in the U.S. syndicated loan market frlo#86 to 2011. Variables are defined in

Appendix A in the main paper.

Panel A: Upfront fee

Quintile IG Non-IG  Not rated Total

1 (Lowest volatility) 87.54 61.75 73.85 71.30
2 89.86 71.73 60.36 67.36
3 56.67 67.92 78.36 72.49
4 49.73 76.39 74.02 72.22
5 (Highest volatility) 87.58 81.90 79.40 81.13
Q5-01 0.04 20.14* 5.55 9.84
t-stat (0.00) (1.74) (0.60) (1.42)

Panel B: Cancellation fee

Quintile IG Non-IG  Not rated Total

1 (Lowest volatility) 6.19 8.13 8.52 8.13

2 5.31 13.02 12.35 11.82
3 3.54 19.83 9.80 12.63
4 9.38 22.94 22.61 21.30
5 (Highest volatility) 15.32 39.23 30.38 31.86
Q5-0Q1 9.12 31.10*** 21.87*** 23.72%**
t-stat (1.54) (5.96) (5.55) (8.21)




Panel C: Cancellation fee —Observations with non-rasing upfront fee

Quintile IG Non-IG  Not rated Total

1 (Lowest volatility) 15.63 15.65 11.36 13.30
2 10.34 31.96 21.27 23.84
3 20.00 26.32 19.51 21.87
4 6.67 32.42 25.86 26.05
5 (Highest volatility) 28.33 47.92 43.18 43.21
Q5-0Q1 12.71  32.27**  31.82%** 29.92%**
t-stat (0.75) (2.75) (3.78) (4.69)

Panel D: Cancellation fee — Existence (0/1)
Quintile IG Non-IG Not rated Total
1 (Lowest volatility) 4.42% 7.99% 6.04% 6.54%
2 3.54% 9.92% 7.79% 8.07%
3 2.65% 15.43% 6.43% 9.17%
4 5.36% 14.84% 11.19% 11.84%
5 (Highest volatility) 9.01% 20.50% 14.77% 16.15%
Q5-01 4.58%  12.51%%*** 8.73%*** 9.61%***
t-stat (1.37) (4.89) (4.84) (6.98)
Panel E: Cancellation fee — Magnitude if cancelladin fee exists

Quintile IG Non-IG  Not rated Total

1 (Lowest volatility) 133.33 121.04 148.96 135.17
2 150.00 128.50 156.49 143.17
3 190.00 141.18 182.17 163.35
4 191.67 165.56 216.38 191.49
5 (Highest volatility) ~ 130.00 195.92 201.73 195.66
Q5-0Q1 -3.33  74.88** B2.77*** 60.49%***
t-stat (-0.07) (3.76) (2.70) (4.49)




Panel F: Cancellation fee — Multivariate results

Panel D.1: Upfront Panel D.2:
fee Cancellation fee
(1) (2 (3 (4)
Term Term Term Term loans
loans loans loans
fee fee AISU AISU
Equity Volatility 0.343**  0.330*** 0.399*** 0.366%*
(2.55) (2.64) (6.45) (5.14)
Rating fixed effects Yes Yes Yes Yes
Loan characteristics No Yes No Yes
Borrower_ . No Yes No Yes
characteristics
Year fixed effects No Yes No Yes
Loan purpose fixed No Yes No Yes
effects
Loan type fixed No Yes No Yes
effects
Qne digit SIC code No Yes No Yes
fixed effects
Adj. R? 25.30% 33.72% 4.21% 8.12%
Observations 1,402 1,216 5,189 4,495
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Online Appendix C: Structure and quality of fee information in Dealscan

In this section, we provide information about thelity and structure of fee information
in Dealscan. Online Appendix C.1 provides inforratabout the structure of fee information in
Dealscan. Online Appendix C.2 provides informatdout the quality of fee information in

Dealscan.

C.1. The structure of fee information in Dealscan

When working with fee information in Dealscan Starucial to understand the hierarchy
of fees in Dealscan, what we label the "DealscanBEguations”. We provide a description of
these fee equations that shows how AISD, AISU,faed in Dealscan are calculated. Looking at
Online Appendix Table C.1, we observe the following

» Dealscan reports the All-In-Spread-Drawn (AlISD}tss sum of the spread and the
annual regular facility fee. The upfront fee is matluded in the AISD.

» Dealscan reports the All-In-Spread-Undrawn (AISH}lge sum of the commitment fee
and the annual regular facility fee. The upfrom e not included in the AISU either.

* Fees in Dealscan cannot simply be added up besause of the fee types reported in

Dealscan are subpositions of other fee types.

» Dealscan does not include so-called "special tgd#ies” but only "regular facility fees"
in its own aggregate measures (AISD, AISU) and wifallow this procedure for our

TCB measure as wel.

[Online Appendix Table C.1]

2 Special facility fees are additional fees that,ggample, are charged if a draw-down occurs iiffardnt currency
or extra fees that are charged by the lead arrakigieite Dealscan includes these fees when, for @k@nealculating
the total annual or facility fee, it does not irduthem when determining AISD.
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C.2. The quality of fee information in Dealscan

In this subsection, we compare Dealscamfieemation with fee information from a
randomly chosen hand-collected SEC sample of I@fi0facilities. Results are presented in

Online Appendix Table C.2.

[Online Appendix Table C.II]

Panel A reports, for each fee type, whether the 8pGrted loan contract allowed us to
compare fee information in the contract with fefimation in Dealscan. Some contracts filed
with the SEC refer the reader to a separate, nbliepappendix for all or some of the fee
information. In these cases, a comparison with §za is not possible. For those contracts
where a comparison of fee information from SEC reggbloan contracts with Dealscan is
possible, we report the number and percentagerdfamis where Dealscan is correct. For the
commitment fee, the facility fee, the utilizatiagef and the cancellation fee, information is
usually available in the SEC reported loan congracid Dealscan correctly reports the fee
information in more than 90% of all cases. Thuscaeclude that Dealscan is generally a

reliable source for these fee types.

For the upfront fee, contracts refer to a separatepublic document such as a fee letter
in 774 out of 1,000 cases (77.4%). In the remaii®g cases (128 without upfront fee, 98 with
upfront fee), Dealscan correctly reports the upffea in 186 (82.3%) of the cases. The 40
(17.7%) cases where Dealscan fails to correctlgntepe upfront fee are mainly due to Dealscan
not reporting an upfront fee even though the caehtantains an upfront fee (33 out of the 40

"wrong" cases).
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Panel B reports results of a linear regressiomadreor dummy for various fee types on
deal characteristics, borrower characteristicsahdr control variables. The error dummy is
equal to one for a syndicated loan facility if Dssaln incorrectly reports the respective fee type
(existence or magnitude), it is equal to zero i&lBean correctly reports the respective fee type
and it is missing if a comparison was not posdilaleed on publicly available data in the
syndicated loan contracts filed with the SEC. Nohthe coefficients are significant at the 1%
level, however, in some of the regressions, upttord of the coefficients are significant at the
10% level (e.qg., for the utilization fee). Howeviwp features support the use of Dealscan for fee
information: First, none of the right-hand sideiahles is consistently correlated with the error
dummy across all fee types. For example, for higatgd firms, there are fewer errors for the
facility fee, but more errors for the cancellatiee (both relative to the reference category of
unrated firms). Second, apart from the upfront &w, systematic error only refers to the few
cases where Dealscan does not correctly report\éesvill thus discuss upfront fees in more

detail in the following paragraphs:

1. First, we compare firms in the SEC sample thatyyyont fees according to the SEC
loan contracts (872 firms) and those that don'8 fir2ns), see Panel C.

2. Second, for the 872 firms that pay upfront feescompare those where the SEC
filings provide the magnitude of the upfront fe@ @ms) to those firms where the
SEC filings only refer to a separate non-publicudoent such as a fee letter (774
firms), see Panel D.1.

3. Third, for the 872 firms that pay upfront fees, ezmpare the firms where Dealscan
reports upfront fees (226 firms) versus those wieralscan does not report upfront

fees (646 firms), see Panel D.2.

13



4. Fourth, we replicate No. 2 and No. 3 separatelydon loans and credit lines, see
Panel E and F.
5. Fifth, we replicate the descriptive statisticsttoe sample with Dealscan upfront fee

information (Panel G).

As to No. 1, we observe that firms that do not payipfront fee according to the SEC
loan contracts are low-risk firms (higher propantiaf investment-grade borrowers, lower
spreads, higher coverage ratios). One possibleeapbn for this fact is that when a firm is
riskier lenders want to get paid more upfront. A®asequence, in the paper, we have split all
our hypothesis tests by rating category (investrgesde, non-investment grade, non rated) to

make sure that our results are not driven by tiffisréntial treatment of upfront fees.

As to No. 2 and No. 3, we first find that borrovediaracteristics for upfront fee payers
according to the Dealscan database do not diffgifgantly (at the 1% level) from non-payers
in the Dealscan database. However, we do obseffeseatices in spreads and fees (in particular,
upfront fee payers according to Dealscan havetyfighwer spreads) and loan characteristics (in
particular, upfront fee payers according to Dealdtave slightly lower maturities), see Panel
D.2. Second, we find that the selection bias ieiigantly larger in the SEC filings: Borrowers
reporting the specific magnitude of upfront feethiea SEC filings (as opposed to firms referring
to a non-public document such as a fee letteryigraficantly biased towards small, single-
lender loans, see Panel D.1. As to No. 4, we dobserve any major differences in the

reliability of Dealscan upfront fee information foredit lines and term loans.

Finally, as to No. 5, the replication of Tabledrn the main paper provides results in line

with the observations from No. 1-4: Descriptivetistacs for the sample with Dealscan upfront
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fee information are similar to the descriptiveistats for the overall sample, with any differences

reflecting the differences discussed in No. 1-4.

Overall, missing data on fees in Dealscan coultbbene or more of the following
reasons: First, the term is not present in therachtSecond, the firm is privately h&ior the fee
is part of a side-agreement not available in tla@ lcontract filed with the SEC, and so the data is
gathered from contacts on loan desks. Third, tlseation is a renegotiation and the fee is
unchanged from the original contract. Our ressiiggest that for public firms that need to file
contracts with the SEC, and for fees other tharutifeont fee, missing fees almost always
indicate that this fee is not present in the loamtiact. For upfront fees, however, and possibly
also for privately held firms, the second reas@nseto be of major importance. This in turn
gives rise to possibly non-idiosyncratic variatiorthe availability of fee information both in

Dealscan as well as in the SEC reported loan ottstra

To sum up our analyses regarding upfront fees: ieggarcher who looks at pricing
information in the syndicated loan market has té&enane out of three choices as to the use of
upfront fee information: Either ignore upfront fieéormation (which carries the implicit
assumption that upfront fees are all equal to zeisg upfront fee information directly from the
syndicated loan contracts (which seem to be bitmedrds smaller, single-lender loans) or rely
on the Dealscan database (which means relyingrtropahe non-public sources from which

Dealscan receives upfront fee information).

% Most privately held firms do not need to reporthe SEC.
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Online Appendix Table C.I: The structure of fee inbrmation in Dealscan
("Dealscan fee equations")

This table depicts the relation between differeat fypes in the Dealscan database. ColEqgm
shows the number of the equation. Coludariable andSubpositionshow the variables and the
respective subpositions. The colundisMean MedianandStddevprovide descriptive statistics
for the non-winsorized variables and the subpasitioThe columrEquation holdsshows the
number and percentage where, based on Dealscantliataariable is equal to the sum of its
subpositions. The columiBxcessprovides the number and percentage of observatiese the
variable is missing although at least one of thgpssitions is available. Equations (1), (4), and
(5) are based on the sample of credit lines amd keains in the U.S. syndicated loan market from
1986 to 2011. Equations (2) and (3) are based®sdmple of credit lines in the U.S. syndicated
loan market from 1986 to 2011.Variables are definefippendix A in the main paper.

Media Std. Equation
Eqgn Variable Subposition N Mean n Dev. holds Excess
(1) AISD= 32,343 194.98 175.00 136.06 32,274 72

Spread 32,343 191.14 175.00 137.74 (99.79%)  (0.22%)
+ Annual regular fee 7,338 17.01  12.50 15.99

(2) AISU= 21,908 31.64 25.00 20.60 21,893 99
Commitment regular fee15,620 37.21  37.50 19.22 (99.93%)  (0.45%)
+ Annual regular fee 7,025 16.36 12.50 13.94

(3) Commitment fee = 15,582 37.21  37.50 19.13 15,568 a7
Commitment regular fee15,620 37.21  37.50 19.22 (99.91%)  (0.30%)
+ Commitment special fee 6 24.99 6.88 37.51
+ Commitment advisory fee 2 2188 21.88 22.10

(4)  Annual feé= 8,122 16.35 12.50 17.19 8,094 51
Annual regular fee 7,338 17.02 12.50 15.99 (99.66%) (0.63%)
+ Annual special Afee 905  9.23 5.88 23.32
+ Annual special B fee 21 5.70 3.85 4.60
+ Annual Advisory fee 3 16.44 8.51 18.43

(5) Upfront fee 7,661 65.52  40.00 85.15 7,635 154
Upfront regular fee 7,721 63.57 37.50 83.70 (99.66%) (2.01%)
+ Upfront special Afee 280 33.62 14.06 51.17
+ Upfront special B fee 32 16.45 5.51 22.10
+ Upfront advisory fee 19 128.63 100.00 152.19

" In Dealscan, the facility fee is usually labeldhtual fee”. In this table, we use the exact wogdiom Dealscan.
In the remaining part of the paper, we use the imgrtfacility fee” as it is usually referred to the credit
agreements.
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Online Appendix Table C.1I: The quality of fee information in Dealscan

This table compares fee data from syndicated l@ariracts obtained from SEC filings with fee datathe

Dealscan database. Panel A provides an overvietheofreliability of Dealscan for all fee types. PlaBe

provides a multivariate regression of an error dynfegual to 1 if Dealscan incorrectly reports acsjpefee

type) on deal characteristics, borrower charadtesisind other control variables. Panel C compfines in the

SEC sample that pay upfront fees according to ¢iméracts filed with the SEC (872 firms) and thdsat tdon't

(128 firms). Columns (1)-(3) in Panel D comparerthe 872 firms that pay upfront fees — the finuigere the
SEC filings provide the magnitude of the upfrore te those firms where the SEC filings only refeteea

separate non-public document such as a fee I&tdumn (4)-(6) in Panel C compare — for the 87&hérthat

pay upfront fees — the firms where Dealscan repagpfsont fees versus those firm where Dealscan dogés
report upfront fees. Panel E and Panel F repliPateel D separately for credit lines (Panel E) amnchtloans
(Panel F). Panel G provides descriptive statifticshe sample with Dealscan upfront fee informatio

Panel A: Reliability of Dealscan — All fee types

N Comn%a:rlson Comparison Dealscan Dealsc:;ln
possiblé possible correct wrongd’
Commitment 934
1,000 10 990 56 (5.66%)
Fee (94.34%)
. 967
Facility Fee 1,000 16 984 17 (1.73%)
(98.27%)
o 977
Utilization Fee 1,000 9 991 14 (1.41%)
(98.59%)
_ 984
Cancellation Fee 1,000 1 999 15 (1.50%)
(98.50%)
185 41
Upfront fee 1,000 774 226

(82.00%)  (18.00%)

a)Contracts where a comparison between Dealscarharttbind-collected sample was not possible. These
contracts usually refer to a separate non-publeagix for (part of) the fee information. The refiece to a
separate non-public appendix is in particular comifiaw upfront fees that are frequently specifiediseparate
fee letter.

b)We classify Dealscan as being wrong if i) Dealsgaes not report a fee even though the contracaosma fee,
i) Dealscan reports a fee even thought the conttaes not contain a fee (very few cases), iii)|IBen reports
the wrong magnitude.

€) 128 contracts without any indication for an upfrée#, 98 contracts where the magnitude of the apfiee is
available in the contract.
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Panel B: Errors in the Dealscan database: Are thergystematic effects?

This Panel provides results of a linear regressmbnerror dummird on deal characteristics, borrower
characteristics and other control variables. Theredummy is equal to one for a syndicated loarlifaaf
Dealscan incorrectly reports the respective fee tigxistence or magnitude), it is equal to zerDeflscan
correctly reports the respective fee type and missing if a comparison was not possible baseg@uiiicly
available data in the syndicated loan contracts. réymrtt-values based on standard errors clustered at the
borrowing firm in parentheses. *** ** * denoteggiificance at the 1, 5 and 10 % level, respectively

1) 2) 3) 4) 5)
Error Error Error Error Error
Variable dummy dummy dummy dummy dummy
Commit- Facility Utilization Cancellati  Upfront
ment Fee Fee Fee on Fee Fee
Deal characteristics
Log(Facility Amount -0.01¢ 0.00¢ 0.00¢ -0.01¢* -0.C72**
(-1.55 (0.68 (1.04 (-2.35) (-2.27)
Log(Maturity) -0.022 -0.00¢ -0.01¢( 0.00¢ -0.152**
(-1.03 (-0.72 (-0.65 (0.65) (-2.37)
Secured (0/: -0.00¢ -0.017 -0.021* 0.01¢ -0.06¢
(-0.12 (-0.96 (-1.96 (2.09) (-0.67)
Sole Lender (0/: -0.02:¢ 0.01¢ 0.00¢ -0.014 -0.141
(-1.13 (1.09 (0.41 (-0.5¢€) (-1.59)
Syndicate siz 0.00c -0.00¢ -0.001** 0.001 0.015*
(0.27 (-0.25 (-2.05 (2.2¢) (2.39)
Lead siz 0.012 0.00z 0.021 0.0C1 -0.04(
(0.94 (0.40 (0.91 (0.18) (-0.82)
Borrower characteristics
Log(Total asset 0.01¢ 0.00z -0.00z -0.0C0 -0.077*
(.47 (0.21; (-0.21 (-0.01) (-1.7¢)
Log(1+Coverage 0.02¢ -0.00: -0.010** 0.00¢ -0.090**
(1.59 (-0.33 (-2.01 (0.95) (-2.19)
Leverag 0.06: -0.04( -0.053** 0.012 -0.367°
(1.53 (-1.26 (-2.19 (0.49 (-1.89)
Profitability -0.167** -0.05( 0.08¢t -0.04¢ 0.618°
(-2.27 (-1.42 (1.46, (-1.02) (1.679)
Tangibility 0.06: -0.02( 0.05z 0.02( -0.072
(1.53) (-0.88 (1.61 (0.59) (-0.4)
Current ratit -0.00¢ -0.009* -0.00¢ -0.01 -0.00¢
(-0.28 (-1.71 (-1.44 (-0.18) (-0.19
Market-to-book 0.011 0.00¢ 0.00¢ -0.01¢( -0.03¢
(0.81 (0.49 (0.72 (-1.1%) (-1.19)
High rating -0.07: -0.115* -0.021 0.051* 0.38¢
(AAA/AA) (-1.32 (-2.51 (-0.78 (2.8)) (2.2¢)
Medium rating -0.05: -0.052** 0.056** 0.02¢ -0.0€9
(A/BBB) (-1.56 (-2.12 (2.55 (1.39 (-0.8¢)
Low rating 0.054** -0.00% 0.00¢ -0.001 0.14¢
(BB/B/C) (2.09 (-0.42 (0.28 (-0.08 (.04
Yearfixed effect: Yes Yes Yes Yes Yes
Loan purpose fixed effec Yes Yes Yes Yes Yes
Loan type fixed effec Yes Yes Yes Yes Yes
One-digit SIC code fixed effec Yes Yes Yes Yes Yes
Observation 82% 81¢€ 82t 83C 194
Adj. R-square 0.1 0.0¢ 0.0¢ 0.0¢ 0.4C
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Panel C: Comparison of samples that contain/do natontain upfront fee information
— Results based on hand-collected SEC loan contradata

This Panel compares firms in the SEC sample thatp&ont fees (872 firms) and those that don'8(fiéns).

) 2) 3) (4)
Sample 1: Thereof:
Entire hand- Thereof: without
collected with indication for  indication for Difference
sample upfront fee upfront fee (2) versus (3)
Number of facilities 1000 872 128
Spreads and fees
Spread 207.57 214.13 162.87 51.26*** (4.42)
Commitment fee — Existence (0/1) 0.41 0.41 0.41 0.01 (0.12)
Commitment fee 41.52 41.63 40.72 0.91 (0.30)
Facility fee — Existence (0/1) 0.19 0.17 0.30 -0.13*** (-3.68)
Facility fee 17.19 18.45 12.44 6.01*** (2.79)
Utilization fee — Existence (0/1) 0.11 0.10 0.22 -0.12*** (-4.13)
Utilization fee 13.26 13.99 11.07 2.92 (1.52)
Cancellation fee — Existence (0/1) 0.09 0.09 0.05 0.04 (1.35)
Cancellation fee 189.75 195.17 128.57 66.60 (0.75)
Loan characteristics
Facility amount 358.42 355.31 379.64 -24.34 (0.44)
Maturity 53.23 53.76 49.60 4.16** (1.98)
Secured 0.68 0.69 0.55 0.14*** (3.15)
Sole lender (0/1) 0.14 0.14 0.17 -0.03 (-1.04)
Syndicate size 9.61 9.59 9.73 -0.14 (-0.16)
Lead size 1.54 1.55 1.48 0.07 (0.74)
Borrower characteristics
Total assets 3442.55 3339.86 4149.01 -809.15 (-1.23)
Coverage -10.69™ (-
13.36 11.98 22.67 3.89)
Leverage 0.34 0.35 0.29 0.06** (2.45)
Profitability 0.17 0.17 0.16 0.01 (0.89)
Tangibility 0.33 0.33 0.32 0.01 (0.61)
Current ratio 1.83 1.83 1.86 -0.03 (-0.29)
Market-to-book 1.70 1.67 1.89 -0.22** (-2.52)
Investment grade 0.45 0.42 0.68 -0.26*** (-3.83)
Not rated 0.51 0.51 0.51 -0.00 (-0.06)
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Panel D: Comparison of samples with and without irdrmation on the magnitude of the upfront fee

Panel C.1 (columns (1)-(3)) of this Panel compafer-the 872 firms that pay upfront fees — the &rmhere
the SEC filings provide the magnitude of the upfriee to those firms where the SEC filings onlyerek to a
separate non-public document such as a fee |€arel C.2 (columns (4)-(6)) of this Panel compafer-the
872 firms that pay upfront fees — the firms wherealBcan reports upfront fees versus those firm evher
Dealscan does not report upfront fees.

Panel [.1: SEC contrac

Panel [.2;: Dealsca

1) 2 3 4) ©) (6)
Without With
magnitude magnitude Without With
of upfront of upfront upfront upfront
fee in fee in Difference feein fee in Difference
contract  contract (1) versus (2) Dealscan Dealscan (4) versus (5)

Number of facilities 774 98 646 226
Spreads and fees
Spread 269.85 207.07 62.77*** (4.85) 240.95 204.74  36.20*** (3.86)
Commitment fe— Existence
(0/1) 0.46 0.41 0.05 (1.01) 0.38 0.42 -0.04 (-0.95)
Commitment fee 37.61 42.21 -4.60 (-1.50) 47.18 39.86  7.33**(3.13)
Facility fee — Existence (0/1) 0.07 0.18 -0.11*** (-2.76) 0.13 0.18 -0.06* (-1.93)
Facility fee 43.57 17.20 26.37** (6.02) 19.66 18.15 1.50 (0.57)
Utilization fee — Existence (0/1) 0.02 0.11  -0.09*** (-2.71) 0.09 0.10 -0.00 (-0.20)
Utilization fee 32.50 13.54  18.96*** (3.17) 13.10 14.29 -1.19 (-0.53)
Cancellation fe~ Existence
(0/11) 0.22 0.07 0.15*** (4.96) 0.14 0.07  0.07**(3.12)
Cancellation fee 230.94 181.36 -49.58 (0.85) 204.73 188.65 16.08 (0.30)
Loan characteristics
Facility amount 59.36 392.91 -334.55*** (5.41) 416.51  333.90 82.61* (1.83)
Maturity 41.62 55.29 -13.67*** (-5.87) 58.36 52.15  6.21*** (3.66)
Secured 0.83 0.68 0.15*** (3.04) 0.82 0.65  0.17** (4.78)
Sole lender (0/1) 0.59 0.08 0.51** (15.67) 0.20 0.12  0.08**(3.13)
Syndicate size 2.71 10.46  -7.75** (-8.17) 10.80 9.17 1.63** (2.30)
Lead size 1.22 1.59 -0.36%*(-3.29) 1.62 1.52 0.09 (1.12)
Borrower characteristics
Total assets -331€437 (-

392.79 3709.21 4.54) 3774.00 3191.73 582.28 (1.09)
Coverage 10.47 12.16 -1.69 (-0.61) 8.36 13.24  -4.88** (-2.49)
Leverage 0.26 0.36  -0.09*** (-3.26) 0.35 0.34 0.01 (0.56)
Profitability 0.09 0.18 -0.09*** (-6.56) 0.17 0.18 -0.00 (-0.29)
Tangibility 0.26 0.34 -0.08*** (-3.03) 0.33 0.33 0.01 (0.25)
Current ratio 2.10 1.79 0.30** (2.49) 1.89 1.80 0.09 (0.98)
Market-to-book 1.54 1.69 -0.15 (-1.56) 1.67 1.68 -0.01 (-0.12)
Investment grade 0.22 0.43 -0.20 (-1.22) 0.40 0.43 -0.03 (-0.49)
Not rated 0.91 0.46 0.45*** (8.69) 0.49 0.52 -0.03 (-0.69)
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Panel E: Comparison of samples with and without irédrmation on the magnitude of the upfront fee

— CREDIT LINES ONLY

This Panel replicates Panel D for the sample dfitfi@aes only.

Panel E.1: SEC contracts

Panel E.2: Dealscan

1) 2 3 4) ) (6)
Without With Without With
upfront upfront upfront upfront
feein feein Difference fee in feein Difference
contract contract (1) versus (2) Dealscan Dealscan (4) versus (5)
Number of facilities 462 56 399 119
Spreads and fees
Spread 237.68  168.10 69.58** (4.61) 194.89 169.88 25.01** (2.21)
Commitment fee — Existence (0/1) 0.80 0.65 0.16** (2.35) 0.69 0.66 0.03 (0.66)
Commitment fee 37.61 41.23 -3.62 (-1.25) 44.88 39.47  5.41* (2.38)
Facility fee — Existence (0/1) 0.11 0.30 -0.19*** (-3.07) 0.24 0.29 -0.05 (-1.00)
Facility fee 39.38 17.09 22.29*** (4.80) 19.66 17.60 2.06 (0.82)
Utilization fee — Existence (0/1) 0.04 0.18 -0.14*+* (-2.70) 0.17 0.16 0.01 (0.27)
Utilization fee 32.50 13.55 18.95*** (3.15) 13.13 14.29 -1.16 (-0.51)
Cancellation fee — Existence (0/1) 0.20 0.05 0.15*** (4.51) 0.08 0.06 0.02 (0.71)
Cancellation fee 154.42 165.48 -11.05 (-0.26) 128.56 174.64 -46.08 (-1.05)
Loan characteristics
Facility amount -30z48™ (-
4544  347.92 4.77) 339.03 308.12 30.91 (0.65)
Maturity 13.50 (-
34.98 48.50 4.92) 48.62 46.59 2.03 (0.98)
Secured 0.80 0.57  0.23***(3.40) 0.71 0.56 0.16*** (3.05)
Sole lender (0/1) 0.61 0.08 0.53*** (12.45) 0.21 0.11 0.10** (2.74)
Syndicate size 2.66 10.35 -7.69*** (-6.73) 10.84 9.12 1.72* (1.96)
Lead size 1.14 1.50 -0.36*** (-2.79) 1.40 1.48 -0.08 (-0.83)
Borrower characteristics
Total assets -3070.477
381.02 3451.49 3.50) 3268.12  3074.47 193.64 (0.29)
Coverage 15.21 14.41 0.80 (0.18) 10.30 15.74 -5.54 (-1.74)
Leverage 0.23 0.32  -0.08** (-2.48) 0.33 0.30 0.03 (1.16)
Profitability 0.10 0.17 -0.07** (-4.09) 0.16 0.17 -0.01 (-0.79)
Tangibility 0.25 0.35 -0.10*** (-2.78) 0.33 0.34 -0.01 (-0.40)
Current ratio 2.19 1.82 0.37** (2.22) 1.88 1.85 0.03 (0.23)
Market-to-book 1.67 1.69 -0.03 (-0.19) 1.74 1.68 0.06 (0.62)
Investment grade 0.20 0.53 -0.33 (-1.47) 0.46 0.55 -0.09 (-1.18)
Not rated 0.91 0.47  0.44** (6.45) 0.51 0.52 -0.01 (-0.27)
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Panel F: Comparison of samples with and without irdrmation on the magnitude of the upfront fee

— TERM LOANS ONLY

This Panel replicates Panel D for the sample ofi feans only.

Panel F.1: SEC contracts

Panel F.2: Dealscan

1) (2) 3 4) 5) (6)
Without With Without With
upfront  upfront upfront upfront
feein fee in Difference fee in fee in Difference

contract contract (1) versus (2) Dealscan Dealscan (4) versus (5)
Number of facilities 312 42 247 107
Spreads and fees
Spread 312.74  264.78 47.96** (2.46) 292.17 261.07 31.11** (2.26)
Commitment fee — Existence (0/1) 0.00 0.05 -0.05 (-1.45) 0.05 0.04 0.01 (0.27)
Commitment fee n.a. 61.67 n.a. 85.00 50.00 35.00** (2.36)
Facility fee — Existence (0/1) 0.02 0.01 0.02 (1.15) 0.00 0.01 -0.01 (-1.14)
Facility fee 68.75 25.00 -43.75 (n.a.) n.a. 39.58 n.a.
Utilization fee — Existence (0/1) 0.00 0.00 0.00 (n.a.) 0.01 0.00 0.01 (1.52)
Utilization fee n.a. n.a. n.a. 12.50 n.a. n.a.
Cancellation fee — Existence (0/1) 0.26 0.12 0.15** (2.65) 0.21 0.10 0.12**(3.03)
Cancellation fee 307.45 190.63 116.83 (1.19) 23454  202.08 32.46 (0.39)
Loan characteristics
Facility amount 75.58  459.52 -383.93*** (-3.24) 502.67  375.54 127.14 (1.51)
Maturity 50.31 65.40  -15.09*** (-4.35) 69.09 61.18 7.91** (3.20)
Secured 0.86 0.84 0.02 (0.34) 0.93 0.80 0.14** (-3.26)
Sole lender (0/1) 0.57 0.08 0.49*** (9.54) 0.19 0.12 0.07 (1.63)
Syndicate size 2.79 10.63 -7.84** (-4.83) 10.75 9.24 1.50 (1.28)
Lead size 1.33 1.71 -0.38** (1.97) 1.85 1.59 0.26 (1.90)

Borrower characteristics
Total assets

Coverage

Leverage

Profitability

Tangibility

Current ratio
Market-to-book
Investment grade

Not rated

408.97 4089.90 -3680.93%** (-2.93)
4.67 8.95 -4.27 (-1.54)

0.31 0.42 -0.11% (-2.27)
0.08 0.20  -0.12**(-5.39)
0.27 0.32 -0.05 (-1.34)
1.97 1.75 0.22 (1.25)
1.38 1.69 -0.31* (-2.48)
0.25 0.28 -0.03 (-0.13)
0.90 0.44 0.46%+* (5.84)

4344.36 3380.10

6.26 9.37
0.38 0.41
0.19 0.19
0.33 0.31
191 1.73
1.58 1.67
0.35 0.25
0.47 0.50

964.26 (1.08)
-3.12 (-1.59)
-0.03 (-0.84)

0.00 (0.18)
0.03 (1.09)
0.18 (1.41)
-0.09 (-1.00)
0.10 (1.34)
-0.04 (-0.65)
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Panel G: Comparing Credit Lines and Term Loans — SMPLE WITH DEALSCAN UPFRONT FEE INFORMATION ONLY

This Panel replicates Table | from the main papetlie sample where Dealscan reports upfront fHes.table provides summary statistics for key
price terms, loan characteristics and borroweratttaristics. Column (1) reports summary statisticshe sample of credit lines, column (ll) reports
summary statistics for term loans. The sample sethan credit lines and term loans in the U.S. isateld loan market from 1986 to 2011 WITH

NON-MISSING UPFRONT FEE INFORMATION IN DEALSCAN. \fables are defined in Appendix A in the main paper

(I) Credit Lines (I) Term Loans

Variable Unit N Mean Median Std.Dev. N Mean Median Std.Dev.
Panel A: Price terms
AISD Basis points 4,758 185.24 175.00 100.90 2,954 284.26 275.00 135.94
AISU Basis points 4,758 36.41  37.50 18.47 92 66.71 50.00 28.26
Spread Basis points 4,758 180.62 175.00 102.08 2,954 283.07 275.00 136.21
Commitment fee Basis points 3,922 39.09 37.50 18.11 258 57.71  50.00 30.24
Facility fee Basis points 1,055 20.35 15.00 14.76 119 22.15 15.00 18.88
Utilization fee Basis points 356  13.64 12.50 8.04 0 na na na
Cancellation fee Basis points 391 157.50 150.00 100.39 501 164.97 100.00 100.59
Upfront fee Basis points 4,758 49.83  27.50 52.92 2,954 79.88 50.00 80.24
Panel B: Loan characteristics
Facility amount USD mn 4,758 317.85 107.65 544.52 2,954 304.69 141.92 474.43
Maturity Months 4,758 4554  38.00 23.31 2,954 65.39 70.00 23.07
Secured 0/1 4,758 0.61 1.00 0.49 2,954 0.77 1.00 0.42
Sole lender (0/1) 0/1 4,758 0.25 0.00 0.43 2,954 0.23 0.00 0.42
Syndicate size Number 4,758 8.69 5.00 9.51 2,954 8.51 5.00 9.61
Lead size Number 4,758 1.33 1.00 0.80 2,954 1.56 1.00 0.95
Panel C: Borrower characteristics
Total assets USD mn 4,432 3185.26 497.84 7890.57 2,590 2539.70 708.22 5734.56
Coverage Percent 4,224  14.42 4.50 41.08 2,497 13.50 3.54 43.93
Leverage Number 4,430 0.31 0.28 0.25 2,589 0.38 0.34 0.28
Profitability Number 4,394 0.15 0.12 0.13 2,575 0.16 0.13 0.12
Tangibility Number 4,416 0.35 0.29 0.24 2,584 0.34 0.30 0.23
Current ratio Number 4,199 1.94 1.63 1.28 2,493 1.91 1.59 1.33
Market-to-book Number 3,710 1.67 1.36 0.96 2,055 1.60 1.34 0.87
Investment grade 0/1 1,405 0.48 0.00 0.50 973 0.21 0.00 0.41
Not rated 0/1 4,758 0.70 1.00 0.46 2,954 0.67 1.00 0.47
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Online Appendix D: How to calculate the Total-Costof-Borrowing (TCB) measure

This section expands upon the discussion on thal-Caist-of-Borrowing measure in
Section Il of the paper. Subsection D.1 provided discusses the formula for calculating TCB.
Section D.2 provides details on how to predict esages. Section D.3 provides details on how

to predict upfront fees.
D.1. Formula to calculate TCB

One of the key takeaways from our analysis is tfafpricingstructureof syndicated
loans matters. Fees serve particular purposes,asuphicing the options embedded in corporate
loan contracts and/or screen borrowers as tokk&Hood of their exercising these options.
Once the menu of spread and fees has been nedptagean use this pricing structure to
estimate the likelihood of exercising the embedajgtibns and thus can calculate a total cost for
the borrower — a term we will label the "total cosborrowing (TCB)" In general, we can

define the total cost of borrowing as:

TCB = Upfront Fee / Expected Loan Maturity in Years Q)
+ (1-PDD) x (Facility Fee + Commitment Fee) (2)
+ PDD x (Facility Fee + Spread) 3)

+ PDD x Prob(Utilization>UtilizatinThreshhold | Usage > 0) x Utilization Fee (4)

+ Prob(Cancellation) x Cancellation Fee (5)

* Aggregating spreads and fees into one single meathe TCB, does not imply that a contract thdy specifies
the TCB is equivalent to the contract with the fukénu of spreads and fees. To the contrary, theofrépreads and
fees is essential to price options and to screemwers. However, once spreads and fees are setesearcher who
is interested in the total (expected) costs tdithreower can use the pricing structure to estirttatdikelihood of
exercising certain options embedded in loan cotgraied thus determine a total cost of borrowingsuea
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Specifically, the TCB is an annual cost measure FBD, the Probability of Draw-
Down, is the ex-ante probability that the creddility is going to be drawn down. The spread,
the facility fee, the commitment fee and the utilian fee are annual cost measures as well, the
upfront and the cancellation fees are one-time &elsneed to be annualized as we describe

below.

The first term annualizes the one-time upfront feeabsence of a better estimate, we use
the contractual maturity of the loan as a proxytifier expected loan maturity. Using the
contractual maturity provides a conservative edgnoéthe annualized impact of the upfront fee
on the total cost of borrowing, given that a lafigetion of loans are refinanced prior to the
contractual maturity. For cases where upfront &gesnot available in Dealscan, we provide a
simple model for predicting upfront fees in Onlirggendix D.3.

The second and third term is a weighted averagieeoAISU (annual facility fee plus
annual commitment fee) and the AISD (annual facfee plus annual spread). For term loans,
we set PPD=100% as these are fully funded at @igin. For lines of credit, our evidence from
the main paper suggests that PDD depends on ttiagstructure (e.g., lower PDD for contracts
with low unused fees and high spreads) as welhastlwer borrower and loan characteristics. We
provide a simple model for predicting usage rate®mline Appendix D.2.

The fourth term adds the annual utilization fdeeower has to pay if usage exceeds a
certain threshold, usually between 30% and 50%®ttedit limit. The utilization fee has to be
paid on the whole used amount of the credit ling @t just on the utilization part above the
threshold. We provide a simple model for predictiisgge rates being above 30% Online
Appendix D.2.

Finally, the last term reflects the cost of carat@h weighted by the annual probability

that a cancellation occurs. We would like to caltbrthe cancellation probability to the specific
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pricing structure and borrower and loan charadiesisbut we do not have sufficient data on
early terminations. We thus set the probabilityada 0.5% Future research might be able to

improve upon this calibration.

As an example, we consider the credit line by Mithe@orp that we discussed in the
introduction to our paper. The key contract termesas follows: The maturity is equal to 3 years,
the spread is 250bps, the upfront fee is 50bpstldommitment fee is 37.5bps. We thus
determine an AISU/AISD-ratio of 37.5/250=15% ansing the coefficient estimates from Panel
A.2 of Online Appendix Table D.2, we determine alP&f 26.19%. The resulting TCB is equal
to 110bps, calculated as the sum of the annualip&dnt fee (50/3 = 16.7), the expected spread
payments (26.19950=65.5), and the expected commitment fee paynféirts
26.19%)37.5=27.7bps). Thus, the expected spread paymentshute 60% to the total cost of
borrowing, while the upfront fee and the commitmieet contribute 40% to the total cost of

borrowing (15% for the upfront fee plus 25% for temmitment fee).

For the overall sample of credit lines, we findtttiee AISD (spread and facility fee on
the used portion) contributes 54% to the TCB, ti&lA(commitment fee and facility fee on the
unused portion) contributes 25% to the TCB, theargffee contributes 20% to the TCB, the
utilization fee contributes 1% to the TEBNd the cancellation fee contributes less tharidléte

TCB. For the overall sample of term loans, we finakt the AISD contributes 92% to the TCB,

® Roberts and Sufi (2009) report an unconditiorialihood of renegotiation of 9.1% per quarter, dfich 4.2% are
early terminations, resulting in a 9.1%.2%=0.4% per quarter or 1.5% per annum probglufiearly termination.
This number is likely to be an upper limit for thgplicability of the cancellation fee, because eflation fees
themselves will change the economics of early teatimn and cancellation fees only apply for a ¢enteriod from
origination, usually 1-3 years. We therefore sit plobability to 0.5%. Using either 0% or 1.5%te® of using
0.5% does not materially affect our results ontthal cost of borrowing measure.
® The utilization fee is a primary example why lawgiat individual fees as opposed to the TCB is irtgmi:
Contracts with a utilization fee have significarltbyver usage rates (see Hypothesis 6 in the maiarpaso the
utilization fee acts as a screening device andéterdent of credit line usage. Thus, exabtgausdirms that
choose a credit line with a utilization fee rarebe their credit lines, the utilization fee rarapplies and thus only
forms a very small part of the overall cost of lbaring.
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the upfront fee contributes 8% to the TCB, andcecellation fee contributes less than 1% to

the TCB.

It is beyond the scope of this paper to providéenatkepth analysis of the cross-sectional
and time-series properties of the TCB-measure. gydowever, want to emphasize that these
results suggest that fees are an important pdhieatotal cost of borrowing in the syndicated loan

market and should therefore not be ignored.

D.2. Predicting usage rates

We estimate a regression for the PDD (Probabilitgraw-down) and use the results to
determine the TCB. We obtain credit line usage ttata CapitallQ and use the mean usage rate
over the first three years of the contract as eypetident variable. We estimate the regression
without year fixed effects to avoid any look-ahééak’ Results are presented in Panel A of

Appendix Table D.1.

Panel A.1 regresses the mean usage rate overshthfee years on our full set of
covariates with a resulting adjustetl & 13.70%. Panel A.2 reports a reduced modelutbes
approximately half of the covariates from Panel #ith an adjusted Rof 12.80%, that is, the
reduced model is able to explain more than 90%@#ariation explained by the full model. The
reduced model uses the interaction terms of thieatton fee and the AISU-AISD-ratio (+ if no
utilization fee exists), the existence of the métion fee (+), the magnitude of the utilizatioe fe
(), the continuous performance pricing measuredlfe Syndicate Size (+), total assets of the
borrower (-), leverage of the borrower (+), prdfitay of the borrower (+), and the borrowers’

coverage (-) as well as borrower rating fixed d8dbigher usage rates for non-investment grade

" Coefficients are, however, very similar when addjear fixed effects.
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borrowers and unrated companies compared to tieditagategory of investment-grade rated
borrowers) and loan purpose fixed effects (basalaiegory is corporate purposes, higher usage

rates for debt repayment, takeovers, and debtppgsession).

We also estimate a regression for a dummy varihialieis equal to 1 if mean usage over
the first three years after loan origination igtarthan 30% and use the results to determine the
probability that usage exceeds the utilizationtfeeshold® Results for the full model and the
reduced model are presented in Panel B of OnlineeAg@ix Table D.1. Variables that turn out to
be significant are very similar to those from theam usage regression in Panel A. Therefore, we
use the same variables in the reduced form modalRanel A for the prediction of usage rates

larger than 30%.

[Appendix Table D.I]

8 We use the mean usage for simplicity reasonsajpity the lower limit of 30% (contracts usually sifga
utilization fee threshold of either 30% or 50%) eTittilization fee applies for each day where usageeds the
utilization fee threshold.

28



D.3. Predicting upfront fees
We provide a model for predicting upfront fees inli@e Appendix Table D.2.

Panel A.1 regresses the upfront fee on our fulbebvariates with a resulting adjusted
R? of 20.98%. Panel A.2 reports a reduced modelutses approximately half of the covariates
from Panel A.1 with an adjusted Bf 19.86%, that is, the reduced model is ablexfain 95%
of the variation explained by the full model. Tleeluced model uses a Secured-dummy (+), the
Syndicate Size (-), the Lead Size, that is, thelmemof lead arrangers (+), total assets of the
borrower (+) and the borrowers' coverage rati@¢-jvell as loan type fixed effects (baseline
category is credit lines > 1yr, higher upfront féasall term loans), borrower rating fixed effects
(higher upfront fees for unrated companies comptoréde baseline category of investment-
grade rated borrowers) and loan purpose fixed &figo@aseline category is corporate purposes,
higher upfront fees for takeovers, LBOs/MBOs, réedigations and debtor-in-possession, lower

upfront fees for CP backup lines).

In Panel B, we report the out-of-sample forecaspioger. We estimate the upfront fee
with a 10-year rolling window using the reduced riddom Panel A.2 of Online Appendix
Table D.2 and then report thé fr the subsequent 10 years. The average in-saRijite
18.72%, the average out-of-sampfei®R17.86%. Thus, the model predicts quite weltafut
sample using a rolling 10-year window. Researctas wish to estimate upfront fees for the
full sample of Dealscan syndicated loans could tieesthe coefficients from Panel A.2 of Online

Appendix D.2 to estimate upfront fees.

[Appendix Table D.II]
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Online Appendix Table D.I: Determinants of the drawdown behavior of lines of credit

This table provides results of a linear regresbrusage variables over the first three years dfian
origination on a set of control variables. Paneleforts results for the mean usage over the firstet years
after loan origination. Panel B reports resultsdodummy variable equal to one if mean usage gefathan
30% (a standard threshold for the utilization fégnel A.1/B.1 provide results for the full modatluding all
loan and borrower characteristics as well as figi@elcts (excluding year fixed effects). Panel A.2/Brovide a
reduced model which uses only approximately halalbindependent variables but achieves almoss#me
adjusted R The sample is based on credit lines in the UyBdisated loan market from 1986 to 2011 with
existing credit line usage data from CapitallQ. igles are defined in Appendix A in the main papske
report t-values based on standard errors clustatetie borrowing firm in parentheses. ***, ** * gdete
significance at the 1, 5 and 10 % level, respelgtive

Panel A: Mean Usage

Panel A.1: Panel A.2:
Full model Reduced model
Dependent variable = Dependent variable = Mean
Mean usage usage
Variable Coefficient (t-stat) Coefficient (t-stat)
Variables from hypotheses
AISU/AISD-ratio * UtilFee==0 0.328*** (4.49) 0.322* (4.55)
AISU/AISD-ratio * UtilFee > 0 0.129 (0.68) -0.007 -0(04)
Utilization fee (0/1) 0.089* (1.94) 0.122** (2.73)
Utilization fee (continuous) -0.004*** (-3.02) -@a*** (-2.82)
Profitability volatility 0.011 (0.13)
PP (continuous) -0.0003*** (-3.10) -0.0003*** (-2
Loan characteristics
Log(Facility amount) 0.014** (2.02)
Log(Maturity) -0.015 (-1.06)
Secured (0/1) -0.021* (-1.82)
SoleLender (0/1) 0.017 (0.94)
Syndicate size 0.003*** (2.98) 0.003*** (3.43)
Lead size -0.003 (-0.57)
Borrower characteristics
Log(Total assets) -0.047*** (-7.15) -0.037*** (-608
Log(Coverage) -0.020%*** (-3.40) -0.025%*** (-4.61)
Leverage 0.139*** (3.41) 0.148*** (3.74)
Profitability 0.104* (1.94) 0.157*** (3.98)
Tangibility 0.016 (0.52)
Current ratio -0.008 (-1.46)
Market-to-Book -0.007 (-1.03)
Rating grade
Investment grade omitted omitted
Non-investment grade 0.031* (1.69) 0.016 (0.89)
Not rated 0.074*** (3.97) 0.071%** (3.89)
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Loan purpose (sorted by number of observations)

Corporate purposes
Working capital

Debt repayment
Takeover

CP backup
Acquisition line

Other

LBO/MBO
Recapitalization
Debtor-in-Possession

Loan type
Credit line < 1yr
Credit line> 1 yr

One digit SIC code fixed effects
SIC1=0
SIC1=1
SIC1=2
SIC1=3
SIC1=4
SIC1=5
SIC1=7
SIC1=8
SIC1=9

Constant

Observations
Adj. R-squared

omitted
-0.017* (-1.66)
0.076*** (4.48)
0.038** (2.36)
0.006 (0.34)
0.034 (1.58)
0.024 (0.99)
0.068 (1.45)
0.009 (0.15)
0.263*** (4.19)
0.002 (0.08)
omitted
omitted
0.046 (0.50)
0.031 (0.35)
0.184 (0.21)
0.074 (0.83)
0.044 (0.49)
0.059 (0.66)
0.073 (0.78)
0.152 (1.46)
0.449%** (3.83)
6,099
13.70%

-0.016
0.080***
0.036**

0.018

0.034

0.027

0.046

-0.001

0.285***

0.404

omitted
(-1.64)
(4.66)
(2.27)
(2.02)
(1.59)
(1.12)
(0.98)
(-0.02)
(4)55

(8.46)

6,099
12.80%
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Panel B: (Usage>30%)-dummy

Panel B.1:

Full model
Dependent variable =
(Usage>30%)-dummy

Panel B.2:
Reduced model

Dependent variable =
(Usage>30%)-dummy

Variable Coefficient (t-stat) Coefficient (t-stat)
Variables from hypotheses
AISU/AISD-ratio * UtilFee== 0.356*** (3.15) 0.352* (3.26)
AISU/AISD-ratio * UtilFee > 0 0.004 (0.01) -0.204 -0(67)
Utilization fee (0/1) 0.147* (1.88) 0.200** (2.58)
Utilization fee -0.006*** (-3.05) -0.006*** (-2.98)
Profitability volatility -0.033 (-0.25)
PP (continuous) -0.0003* (-1.67) -0.0002 (-1.58)
Loan characteristics
Log(Facility amount) 0.025** (2.23)
Log(Maturity) -0.015 (-0.66)
Secured (0/1) -0.028 (-1.38)
SoleLender (0/1) 0.026 (0.92)
Syndicate size 0.005*** (3.36) 0.005*** (3.91)
Lead size -0.000 (-0.02)
Borrower characteristics
Log(Total assets) -0.086*** (-8.14) -0.066*** (-70%
Log(Coverage) -0.031*** (-3.05) -0.044*** (-4.64)
Leverage 0.153** (2.39) 0.196*** (3.12)
Profitability 0.199** (2.10) 0.338*** (4.52)
Tangibility 0.095* (1.90)
Current ratio -0.018** (-2.10)
Market-to-Book -0.013 (-1.18)
Rating grade
Investment grade omitted omitted
Non-investment grade 0.080** (2.64) 0.052* (2.79)
Not rated 0.128*** (3.95) 0.121%** (3.79)
Loan purpose (sorted by number of observations)
Corporate purposes omitted omitted
Working capital -0.016 (-0.85) -0.014 (-0.77)
Debt repayment 0.107*** (3.84) 0.110*** (3.97)
Takeover 0.081*** (2.77) 0.080*** (2.76)
CP backup 0.001 (0.05) 0.017 (0.60)
Acquisition line 0.070* (1.95) 0.071* (1.96)
Other 0.079* (1.83) 0.089** (1.99)
LBO/MBO 0.056 (0.77) 0.020 (0.29)
Recapitalization 0.186 (0.97) 0.159 (0.82)
Debtor-in-Possession 0.332%** (3.67) 0.367*** (4)09
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Loan type

Credit line < 1yr 0.011 (0.30)

Credit line> 1 yr omitted

One digit SIC code fixed effects

SIC1=0 omitted

SIC1=1 -0.019 (-0.13)

SIC1=2 -0.020 (-0.15)

SIC1=3 -0.056 (-0.41)

SIC1=4 0.054 (0.40)

SIC1=5 -0.016 (-0.11)

SIC1=7 0.022 (0.16)

SIC1=8 0.027 (0.19)

SIC1=9 0.145 (0.90)

Constant 0.775*** (4.26) 0.659*** (8.06)
Observations 6,099 6,099
Adj. R-squared 12.48% 11.32%
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Online Appendix Table D.II: A simple model for the prediction of the upfront fee

This table provides a simple model for the predictof upfront fees for lines of credit and termrieaPanel
A.1 provides results for the full model, includiali loan and borrower characteristics as well asdieffects
(excluding year fixed effects). Panel A.2 provideseduced model which uses only approximately oiaHll
independent variables but achieves almost the safjusted R The sample is based on term loans and credit
lines in the U.S. syndicated loan market from 19862011 with non-missing upfront fee information in
Dealscan. Panel B provides information on the dtgamnple performance of the reduced model for the
prediction of the upfront fee. The column "In-sagigbrovides in-sample &Ror the model using the covariates
from Panel A.2 and a rolling 10-year window. Théuocan "Out-of-sample" provides out-of-samplé far the
subsequent 10 years using the parameters estirftatacdthe prior 10 year window. The sample is based
credit lines and term loans in the U.S. syndicdtath market from 1986 to 2011 with non-missing apfrfee
information in Dealscan. Variables are defined ppAndix A in the main paper.

Panel A: Parameter estimates

Panel A.1: Panel A.2:
Full model Reduced model
Dependent variable = Dependent variable =
Upfront fee Upfront fee
Variable Coefficient (t-stat) Coefficient (t-stat)
Loan characteristics
Log(Facility amount) 0.303 (0.25)
Log(Maturity) -3.145 (-1.37)
Secured (0/1) 20.567*** (8.37) 21.430%*** (8.71)
SoleLender (0/1) 12.924*** (4.13)
Syndicate size -0.512%** (-3.25) -0.667*** (-4.43)
Lead size 10.191%** (6.55) 10.188*** (6.45)
Borrower characteristics
Log(Total assets) 4,951 *** (4.15) 3.864*** (3.78)
Log(Coverage) -5.431*** (-3.90) -5.250%** (-4.73)
Leverage -12.553* (-1.75)
Profitability -10.319 (-0.82)
Tangibility -5.355 (-0.92)
Current ratio -0.973 (-1.07)
Market-to-Book -0.164 (-0.15)
Rating grade
Investment grade omitted omitted
Non-investment grade 8.588** (2.05) 4.751 (1.16)
Not rated 17.203*** (4.62) 15.916%** (4.27)

Loan purpose (sorted by number of observations)

Corporate purposes omitted omitted
Working capital -2.411 (-0.91) -2.319 (-0.87)
Debt repayment -2.786 (-1.09) -4.080 (-1.64)
Takeover 14.230*** (4.10) 12.382*** (3.65)
CP backup -11.680*** (-3.54) -12.676*** (-4.03)
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Acquisition line

Other

LBO/MBO
Recapitalization
Debtor-in-Possession

Loan type

Credit line < 1yr

Credit line> 1 yr

Term loan (non-institutional)
Institutional term loan

Delay draw term loan

One digit SIC code fixed effects
SIC1=0
SIC1=1
SIC1=2
SIC1=3
SIC1=4
SIC1=5
SIC1=7
SIC1=8
SIC1=9

Constant
Observations

Adj. R-squared

0.212 (0.05)
13.899** (1.98)
66.726*** (8.24)
45,653*** (3.90)
65.889*** (4.20)
-7.662* (-1.85)
omitted
17.807*** (8.45)
11.322%** (2.57)
29.347%** (2.73)
omitted
22.428 (1.08)
13.846 (0.68)
8.964 (0.44)
16.623 (0.81)
10.012 (0.49)
17.366 (0.85)
25.598 (1.24)
9.470 (0.44)
-10.277 (-0.42)
5,258
20.98%

-0.957 (-0.22)
13.702* (1.92)
63.806** (7.81)
43.294%+ (3.59)

65.074**  70)

-2.371 (-0.88)
omitted
1B (9.10)
9.763** 4)

30.361%+ @)

-3.325
5,258

(-0.38)

19.86%
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Panel B: In-sample and Out-of-sample performance

In-sample Out-of-sample
Estimation
_ R? Time period R
window
1986-1995 29.14% 1996-2005 18.84%
1987-1996 28.41% 1997-2006 18.05%
1988-1997 23.88% 1998-2007 21.54%
1989-1998 17.36% 1999-2008 25.83%
1990-1999 15.69% 2000-2009 24.01%
1991-2000 16.04% 2001-2010 21.49%
1992-2001 16.47% 2002-2010 19.62%
1992-2002 15.85% 2003-2011 15.11%
1993-2003 16.04% 2004-2011 12.80%
1994-2004 16.31% 2005-2011 12.11%
1995-2005 16.59% 2006-2011 13.49%
1996-2006 16.74% 2007-2011 11.78%
1997-2007 16.15% 2008-2011 15.05%
1998-2008 16.89% 2009-2011 19.11%
1999-2009 18.08% 2010-2011 15.29%
2000-2010 19.94% 2011-2011 21.69%
Average 18.72% 17.86%
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Online Appendix E: List of supplementary materials available online

File

Type

Description

Variable Definitions.xls

Excel

FeePaper — ExtractFeelnformationFromDo-file

Dealscan_FINAL.do

FeePaper - TCBcalculation_FINAL.do

TCB.dta

FeeData HandCollectedSEC.xls

Do-file

Stata data set

Excel

Excel spreadshedhva description and source
information for each variable used in the paper.

Do-file that extracts fee information frobealscan
using the offline/CD-version

of Dealscan. As input, the do-file requires that table
"CurrFacPricing" has been converted to dta-format a
is available in the "path”-folder. As output, this-file
produces a dta-file with the FacilitylD in the firs
column and various fee types in the following cohsm

Do-ftleat calculates the total cost of borrowing
(TCB) measure using the reduced model provided in
Online Appendix D.

Dta-file that provides t@®4measure for all facilities

where the TCB can be calculated using the reduced

form model provided in Online Appendix D.

Hand-collefgtediata from loan contracts files with
the SEC (used to check the reliability of Dealsfen
information).

37



