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Item 7.01. Regulation FD Disclosure.

On September 30, 2019, Cerence Inc. (“Cerence” or the “Borrower” and, together with its consolidated subsidiaries, “we,” “us,” “our” or the
“Company”) announced that, in connection with the previously announced spin-off (the “Spin-Off”) of the Company, the Company priced senior
secured facilities, consisting of:
 

 •  a five-year senior secured term loan facility in an aggregate principal amount of $270.0 million (the “Term Loan Facility”); and
 

 •  a 54-month senior secured first-lien revolving credit facility in an aggregate principal amount of $75.0 million (the “Revolving Facility” and,
together with the Term Loan Facilities, the “Senior Credit Facilities”).

We expect that up to the equivalent of $15.0 million may be utilized under the Revolving Facility for the issuance of letters of credit to the
Borrower or any of its subsidiaries. Letters of credit will be available for issuance under the credit agreement that will govern the Senior Credit Facilities
(the “Credit Agreement”) on terms and conditions customary for financings of this kind, which issuances will reduce availability under the Revolving
Facility.

The Borrower expects to borrow an aggregate amount of $270.0 million under the Term Loan Facility on the Financing Closing Date. The Term
Loan Facility was reduced from the previously contemplated amount of $425.0 million. The letters of credit and Revolving Facility will be available for
limited purposes on the effective date of the Senior Credit Facilities (the “Financing Closing Date”) and for working capital and other general corporate
purposes from time to time after the Financing Closing Date prior to the final maturity of the Revolving Facility.

Use of Proceeds

In connection with the consummation of the Spin-Off, the Borrower expects to transfer approximately $160 million of the net proceeds of the
Term Loan Facility to Nuance, subject to adjustment due to final transaction expenses and cash on the Cerence balance sheet prior to receiving proceeds
from the Term Loan Facility. It is expected that Cerence will have approximately $110 million of cash on its balance sheet upon the closing of the
Spin-Off.

Guarantees and Security

The Borrower’s obligations under the Credit Agreement will be jointly and severally guaranteed by certain of its existing and future direct and
indirect wholly owned domestic subsidiaries (the “Guarantors”), subject to certain exceptions customary for financings of this type. All obligations of
the Borrower and the Guarantors will be secured by substantially all tangible and intangible personal property and material real property of the Borrower
and Guarantors, including a perfected first-priority pledge of all (or, in the case of foreign subsidiaries or subsidiaries (“FSHCO”) that own no material
assets other than equity interests in foreign subsidiaries that are “controlled foreign corporations” or other FSHCOs, 65%) of the equity securities of
each subsidiary of the Borrower held by any loan party, subject to certain customary exceptions and limitations.

Maturity

The Revolving Facility will mature 54 months after the Financing Closing Date, in each case with certain extension rights in the discretion of each
lender. The Term Loan Facility will mature five years after the Financing Closing Date, with certain extension rights in the discretion of each lender.

Interest Rate and Fees

The Senior Credit Facilities will be subject to an interest rate, at the option of the Borrower, of either (a) base rate determined by reference to the
highest of (1) the rate of interest last quoted by The Wall Street Journal as the “prime rate” in the United States, (2) the federal funds effective rate, plus
0.5% and (3) the one month adjusted LIBOR rate, plus 1% per annum (“ABR”) or (b) an adjusted LIBOR rate (“LIBOR”), in each case, plus an
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applicable margin. The applicable margin for the Senior Credit Facilities is expected to be 6.00% per annum (for LIBOR loans) and 5.00% per annum
(for ABR loans). Accordingly, the interest rates for the Senior Credit Facilities will fluctuate during the term of the Credit Agreement based on changes
in the ABR or LIBOR. Interest payments with respect to the Senior Credit Facilities will be required either on a quarterly basis (for ABR loans) or at the
end of each interest period (for LIBOR loans) or, if the duration of the applicable interest period exceeds three months, then every three months.

In addition to paying interest on outstanding borrowings under the Revolving Facility, we will be required to pay a quarterly commitment fee
based on the unused portion of the Revolving Facility.

The Borrower will be obligated to make quarterly principal payments in an aggregate annual amount equal to 3.5% of the original principal
amount of the Term Loan Facility during the first two years of the Term Loan Facility, and 10% of the original principal amount of the Term Loan
Facility thereafter, with the balance payable at the maturity date thereof. We expect that such amortization payments may be reduced from time to time
in accordance with the terms of the Credit Agreement as a result of the application of loan prepayments made by us, if any, prior to the scheduled date of
payment thereof.

Prepayments

The Borrower will be able to voluntarily prepay borrowings under the Credit Agreement without premium or penalty, subject to a 1.00%
prepayment premium in connection with any repricing transaction with respect to the Term Loan Facility in the first six months after the effective date
of the Credit Agreement and customary “breakage” costs with respect to LIBOR loans. The Borrower will also be able to reduce the commitments under
the Revolving Facility, in whole or in part, in each case, subject to certain minimum amounts and increments.

The Credit Agreement also will contain certain mandatory prepayment provisions in the event that we incur certain types of indebtedness, receive
net cash proceeds from certain non-ordinary course asset sales or other dispositions of property or generate excess cash flow, starting with the fiscal year
ending on September 30, 2020, 75% of excess cash flow on an annual basis (with step-downs to 50%, 25% and 0% subject to compliance with certain
net first lien leverage ratios), in each case subject to terms and conditions customary for financings of this kind.

Representations and Warranties

The Credit Agreement will contain certain representations and warranties (subject to certain agreed qualifications), including, among others,
(i) status, binding obligations, non-conflict with other obligations, power and authority, validity and enforceability and ranking, (ii) no insolvency,
taxation and no litigation, (iii) financial statements and financial information, (iv) property ownership, (v) investment company status, (vi) security
interests, (vii) government approvals, (viii) environmental matters and (ix) compliance with sanctions and anti-corruption laws.

Certain Covenants

The Credit Agreement will contain certain affirmative and negative covenants customary for financings of this type that, among other things, limit
the Borrower and the Borrower’s subsidiaries’ ability to incur additional indebtedness or liens, to dispose of assets, to make certain fundamental
changes, enter into restrictive agreements, to designate subsidiaries as unrestricted, to make certain investments, loans, advances, guarantees and
acquisitions to prepay certain indebtedness and to pay dividends, to make other distributions or redemptions/repurchases, in respect of the Borrower and
the Borrower’s subsidiaries’ equity interests, to engage in transactions with affiliates or to amend certain material documents.

In addition, the Credit Agreement will contain a financial covenant requiring the maintenance of a net first lien leverage ratio of not greater than
6.00 to 1.00.
 

3



Events of Default

The Credit Agreement will contain customary events of default, including with respect to a failure to make payments under the Senior Credit
Facilities, cross-default, certain bankruptcy and insolvency events and customary change of control events.

The definitive documentation with respect to the Senior Credit Facilities is expected to be entered into on or prior to the date of the closing of the
Spin-Off. The foregoing summary of certain provisions expected to be included in the Credit Agreement reflects the current expectation of Cerence, but
because the Credit Agreement has not yet been executed, the actual terms of the Senior Credit Facilities may differ from those described above. In
addition, incurring the borrowings under the Senior Credit Facilities will be subject to customary closing conditions.

Forward-Looking Statements

Statements in this report regarding future performance and our management’s future expectations, beliefs, goals, plans or prospects as well as the
expected terms of the Senior Credit Facilities constitute forward-looking statements within the meaning of the Private Securities Litigation Reform Act
of 1995. Any statements that are not statements of historical fact (including statements containing the words “believes,” “plans,” “anticipates,”
“expects,” “intends” or “estimates” or similar expressions) should also be considered to be forward-looking statements. There are a number of important
factors that could cause actual results or events to differ materially from those indicated by such forward-looking statements, including but not limited
to: the highly competitive and rapidly changing market in which we operate; adverse conditions in the automotive industry or the global economy more
generally; our ability to control and successfully manage our expenses and cash position; our strategy to increase cloud services and fluctuations in our
operating results; escalating pricing pressures from our customers; our failure to win, renew or implement service contracts; the loss of business from
any of our largest customers; transition difficulties for us with our first senior management team; the inability to recruit and retain qualified personnel;
cybersecurity and data privacy incidents; economic, political, regulatory, foreign exchange and other risks of international operations; the failure to
protect our intellectual property or allegations that we have infringed the intellectual property of others; defects in our software products; our inability to
quickly respond to changes in technology and to develop our intellectual property into commercially viable products; a significant interruption in the
supply or maintenance of our third-party hardware, software, services or data; our significant indebtedness; and the other factors described in our
Registration Statement on Form 10 and other filings with the Securities and Exchange Commission. We disclaim any obligation to update any forward-
looking statements as a result of developments occurring after the date of this report.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, hereunto duly authorized.
 
Date: September 30, 2019   CERENCE INC.

  By:  /s/ Leanne Fitzgerald
   Name: Leanne Fitzgerald
   Title: Vice President and Secretary


