Arsenal Industrial bond issue

Opportunity to invest in senior secured EUR 4.5m
bonds with 12-12.5% coupon

About Arsenal Industrial

Arsenal is a top 6 Baltic construction equipment rental and sales
company. Founded in 2014, the Group currently has c. 70 employees.

The Group offers a diverse range of construction equipment for renting
and purchasing, including lifts, road construction equipment, tools,
compaction and concrete machinery, all falling under the 10-ton
category. Arsenal's transportation fleet is capable of delivering
equipment of all sizes, from compact machines to sizable excavators.
Arsenal’s key equipment brands include Sunward, JCB, Komatsu, Gehl,
Manitou, Bosch, Husqvarna, Geda, Swepac, Baumax, Karcher and more.
The Group is guided by a seasoned management team, led by the CEO
and majority shareholder Gints Vanags (51%), who brings experience
from various rental companies and has been with Arsenal since its
inception. KS FlyCap Investment Fund I AIF holds the minority share
(49%).

Business overview

In FY 2022, Arsenal's revenue composition was as follows: 54% from
rental services, including both self-owned machinery and re-rental using
partner equipment to meet high customer demand; 35% from equipment
sales; and 11% from technical and transport services.

Operating across all three Baltic states, Arsenal achieved 42% of its
revenue in Latvia, 29% in Estonia, and 29% in Lithuania during FY 2022.
With a current 7% market share in Latvia, the Group anticipates growth
in the construction market and aims to expand its market share across
all three Baltic countries.

The machinery fleet comprises over 2,700 units, with acquisition value
of EUR 10.2m and book value of EUR 6.8m reflecting a conservative
depreciation policy.

The Group maintains a diverse client base, with more than 3,500 active
customers in the previous year, mainly consisting of B2B construction
firms. The largest client contributed only 2% of total revenue, and
Arsenal handles 23,000 rental contracts annually (average of 75
contracts per day).

Arsenal emphasizes e-channels and leading IT solutions for customer
acquisition, communication, service delivery, and retention. The Group
offers the convenience of remote rental contract signing.

The Group distinguishes itself through swift service, flexibility, and
high-quality solutions. With 24/7 support, Arsenal provides various
options, incl. machinery replacements, short-term and seasonal rental
financing, equipment testing, re-rental, buy-back contracts, and more.
Arsenal's business model exhibits resilience to market downturns by
combining equipment rental and sales strategies, offering a diversified
approach rather than relying solely on one segment. Large share of re-
rent fleet provides option to downsize amount of equipment fleet while
maintaining high utilization of own fleet resulting in high profitability.

Financial highlights

Arsenal's revenue growth has primarily been fueled by the expansion of
its construction machinery fleet. In FY 2022, revenue reached EUR 9.2m,
(+6% Y/Y), and EUR 7.8m (+12% Y/Y) during 9M’23.

Historically, a substantial portion of Arsenal's revenue has come from
re-rental, which is less profitable due to a significant portion of that
revenue being shared with external equipment owners. However,
Arsenal plans to reduce the reliance on re-rental revenue in the future,
aiming to utilize more of their own assets to enhance profitability.

The Group generated EBITDA of EUR 1.9m (+32% Y/Y) in FY 2022 and
EUR 1.2m (-17% Y/Y) in 9M’23 - the decrease in EBITDA in 9M’23 can be
explained by higher COGS and a relatively high share of revenue from
equipment sales, which have lower margins. Nevertheless, Arsenal has
consistently improved its EBITDA margins over the past few years,
reaching 21% in FY 2022 compared to 13% in FY 2020. The EBITDA
margins are anticipated to stabilize around current levels.

Arsenal, just as the construction industry experiences strong
seasonality, with better results typically occurring in the second half of
the year when construction activity picks up during the autumn season.
The total borrowings as of 9M’23 include a bond issue of EUR 5.2m held
by a Polish mezzanine fund (CVI), which will be refinanced by the new
bond issue. Additionally, the borrowings include supplier leases of EUR
2.0m as of 9M’23.

Arsenal is strategically positioned for future growth, benefiting from
collaborations with top construction machinery producers and ongoing
investments in expanding the Group's machinery fleet.

—ARSENAL
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Arsenal Industrial bond issue

Term Sheet

Issuer
Security type

Use of proceeds

Collateral

Corporate
guarantee

Issue size

Coupon rate
Coupon frequency
Maturity

Principal repayment
Call Option

Put Option
Nominal value

Minimum subscription

Listing

Covenants?

Arranger

Legal Advisor and
Collateral agent

!Including FlyCap exit scenario

SIA Arsenal Industrial
Senior secured bonds
Refinancing of CVI bonds

Commercial pledge on:

+  Assets of the Issuer;

+  Assets of Arsenal Industrial OU;
»  Assets of Arsenal Industrial UAB;
*  51% shares of the Issuer

Corporate guarantees from:
«  Arsenal Industrial OU;
«  Arsenal Industrial UAB

EUR 4 500 000
12-12.5%

Monthly

2.5 years

Maturity date, bullet

@102% after 15t year
@100% 3 months before maturity

In case of Change of Control! @101%
EUR 1 000
EUR 100 000

» Nasdagq Baltic First North within 6
months after the Issue Date

« Interest coverage ratio of min 1.75x
until Q4°2024; and 2.0x from Q1’2025

*  Adjusted Equity ratio of min 15% until
Q4°2024; and 20% from Q1’2025

+  Net Debt / EBITDA of max 4.0x until
Q4°2024; and 3.5x from Q1°2025; and
3.0x from Q3’2025

+ Collateral Coverage Ratio® of min 1.25x

Signet Bank AS

ZAB Vilgerts SIA

2 Full list of covenants can be found in the Issue Terms
3 Notes Collateral / Net Notes Debt

Arsenal Industrial machinery and equipment
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Secured bond issue

Arsenal has launched its senior secured bond issue to refinance the
existing bonds of Polish mezzanine fund (CVI). The goal is to extend
and optimize the Group’s debt maturity profile, strengthen the
capital structure and focus on future growth.

The bond issue is secured by commercial pledge on the assets of the
Issuer and its Baltic subsidiaries and include construction machine
park, new equipment for sale and accounts receivable, therefore,
covering the bond issue with a comfortable reserve. Additionally,
the bonds will have 51% shares of the Issuer as collateral.

Corporate guarantees will be provided by Arsenal Industrial OU and
Arsenal Industrial UAB.

The Group’s leverage has been decreasing during the past 3 years
due to growing EBITDA, improving business results and steady
repayment of supplier leases. Net Debt / EBITDA is expected to
decrease below 3x during FY 2024, as the Group boosts its
operational performance and continues repaying its supplier leases.

The decreased leverage would open up wider financing
opportunities in the future, including bank financing.

The Group has a shareholder loan from FlyCap in the amount of EUR
0.7m, loan principal will be subordinated to the new bonds.
Arsenal’s construction machinery is valued once per year by an
independent appraiser and the Group conducts its own stock-taking
on a frequent basis. The Group’s machinery was valued at EUR 6.9m
according to the latest valuation in December 2022.

Asset breakdown, EUR m (FY 2022)
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Revenue split by segment (FY 2022)
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Source: Arsenal Industrial presentation and financial reports



Disclaimer I

This presentation (the Presentation) has been prepared by Signet Bank AS solely for use in connection with the contemplated offering of SIA Arsenal
Industrial (the Issuer) bonds (the Notes) and may not be reproduced or redistributed in whole or in part to any third party.

This Presentation is for information purposes only. The Notes have their own particular terms and conditions that should be considered before making
an investment decision. A prospective investor should not make an investment decision relying solely upon this Presentation. By attending a meeting
where this Presentation is presented or by reading the Presentation you agree to be bound by the following terms, conditions, and limitations.

No liability

The information in this Presentation is based on the data provided by SIA Arsenal Industrial and has not been independently verified and can be
subject to updating, completion, revision, and further amendment. The Signet Bank AS undertakes no obligation to update this Presentation or to
correct any inaccuracies that may become apparent. The facts, information, opinions and estimates contained in this Presentation have been obtained
from sources believed to be reliable and in good faith, but no representation or warranty, expressed or implied, is made as to their accuracy,
completeness, and reliability.

This Presentation contains forward-looking statements that are based on current expectations and assumptions of the Issuer and involve known and
unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such
statements. In addition to statements which are forward-looking by context, words such as “aims”, “expects”, “anticipates”, “intends”, “plans”,

“believes”, “estimates”, “assumes”, “seeks”, and similar expressions are intended to identify such forward-looking statements. Opinions and any other
contents in this Presentation are provided for personal use and for tentative reference only.

No advice

This Presentation shall not be treated as legal, financial or tax advice of any kind. The investors shall conduct their own investigation as to the
potential legal risks and tax consequences related to the issue and investment into the Notes. Nothing in this Presentation shall be construed as giving
of investment advice by the Signet Bank AS or any other person.

Each potential investor must determine the suitability of the investment in light of its own circumstances. In particular, you should have: (i) sufficient
knowledge and experience, access to and knowledge of appropriate analytical tools to meaningfully evaluate and fully understand this investment
opportunity alongside with its advantages and risks, as well as the impact of this investment on your overall investment portfolio; (ii) sufficient
financial resources and liquidity to bear all of the risks associated with this investment. If you are in any doubt as to whether to invest in the Notes, you
should consult a qualified independent adviser.

General restrictions and distribution

This Presentation does not constitute an offer to sell or a solicitation of an offer to purchase any securities in any jurisdiction in which such offer or
solicitation is not authorized or any person to whom it is unlawful to make such offer or solicitation. Each violation of such restrictions may constitute
violation of applicable securities laws of such countries. Investors are required to inform themselves of any such restrictions and return this
Presentation to the Issuer should such restrictions exist. By accepting this Presentation, the recipient represents and warrants that it is a person to
whom this presentation may be delivered or distributed without a violation of the laws of any relevant jurisdiction. This Presentation is not to be
disclosed to any other person or used for any other purpose and any other person who receives this Presentation should not rely or act upon it.

Conflict of interest
Signet Bank AS may receive a fee from SIA Arsenal Industrial.

By presenting this material the Signet Bank AS has a conflict of interest situation. The Signet Bank AS Policy for Prevention of Conflicts of Interest is
available on the website: https:/www.signetbank.com/mifid/.

The Issuer or its affiliates may, subject to applicable laws, purchase the Notes. It should be noted that under specific circumstances their interests may
conflict with those of other noteholders.

Risk factors

When making an investment in bonds, investors undertake certain financial risks. The main risk factors that influence SIA Arsenal Industrial are
Macroeconomic risk, Geopolitical risk, The global pandemic risk, Regulatory risk, Changes in customs regulations, Taxation risk, Privacy and data
protection breach risk, Construction equipment rental market risk, Changes in market conditions risk, Competition risk, Seasonality risk, Global trade
risk, Fleet management risk, Business strategy risk, Quality standard risk, Rental agreement management risk, Working capital management risk,
Technological development risk, Insurance coverage risk, Leverage risk, No limitation on issuing additional debt, Corporate governance and policy-
related risk, Key personnel risk, Employee retention risk, Operational risk, Counterparty credit risk, Litigation risk, IT Systems risk, Risk of natural

disasters and other business disruption.

When investing funds in bonds, investors undertake the following risks related to debt securities: Notes repayment risk, liquidity risk, delisting risk,
price risk, early redemption risk, tax risk, resolutions of Noteholders risk, risk that some Noteholders might have more preferential terms than others,
risks associated with the collateral agent agreement, Collateral risk, Risks associated with Parallel Debt, The enforcement of the Collateral will be
subject to the procedures and limitations set out in the Collateral Agent Agreement and these Terms of the Notes Issue, The rights of the Noteholders
depend on the Collateral Agent’s actions and financial standing.

The risks indicated in this section may reduce SIA Arsenal Industrial ability to fulfil its obligations and cause its insolvency in the worst-case scenario.
This section may not feature all the potential risks, which may affect SIA Arsenal Industrial.



