
 

 

PROJECT ELLIS 

Transaction Announcement 

This announcement is for informational purposes only and does not constitute, and should not be 

construed as, part of any offer or invitation to sell, or any solicitation of any offer to purchase or 

subscribe for, any securities in the Edcon Group and it is not intended to provide the basis of any 

investment decision nor does it nor is it intended to form the basis of any contract for acquisition of or 

investment in the Edcon Group, financial promotion, or any offer or invitation in relation to any 

acquisition of or investment in the Edcon Group in any jurisdiction, nor should it be considered as 

legal, financial or tax advice in relation to the same.  The securities referenced in this announcement 

may not be offered, sold, exchanged or delivered in the United States absent registration or an 

applicable exemption from the registration requirements under the U.S. Securities Act of 1933, as 

amended. 

Introduction 

On 20 September, 2016, certain entities in the Edcon Group and certain of the Edcon Group’s creditors, 

accounting for 80%  of the outstanding principal amount of  the secured debt of the Edcon Group, 

provided signatures in respect of a lock-up agreement (the “LUA”), pursuant to which the parties to the 

LUA will agree to the key terms of a comprehensive restructuring of the Edcon Group’s entire capital 

structure (the “Restructuring”), including a significant decrease in the outstanding amount of third-

party debt of Edcon Limited (“Edcon”) and a transfer of control over the Edcon Group’s operating 

companies  from Bain Capital to certain of the Edcon Group’s existing creditors (the “Control 

Transfer”).  The LUA is expected to become binding shortly, subject to the satisfaction to certain 

conditions precedent. 

The Edcon Group’s Chief Executive, Bernie Brookes, commented, “This important milestone in the 

history of the Edcon Group follows the recent payment deferral implemented in May 2016 and the 

securing of R1.5 billion of bridge financing under new Facilities A1 and A3 of the existing Super Senior 

Liquidity Facility Agreement. These all indicate the significant support we are receiving from our 

creditor base to ensure that we have a strong, robust and re-energised Edcon going forward.  Our 

operational turnaround plans are already well underway and the finalisation of the process to reduce our 

debt will ensure Edcon remains the largest South African clothing retailer, but that it also returns to its 

former status as the leading clothing retailer in South Africa”.   

The Restructuring is expected to materially improve the liquidity position of the Edcon Group to ensure 

ongoing operations as well as address the current high structural leverage and cash interest burden on 

the operating company. The extended maturities and additional funding should facilitate the ongoing 

operational turnaround and allow management to refocus onto running the business and executing its 

strategic plan. Furthermore, the Restructuring should alleviate concerns of key stakeholders such as 

suppliers, landlords and credit insurers, and make Edcon a more attractive place to work and shop. 

Implementation and Control Transfer 

The LUA contemplates that the Restructuring will be implemented between the Edcon Group and 

certain of the Edcon Group’s creditors (consensually or, where necessary, pursuant to South African 

Compromise Proceedings under Section 155 of the South African Companies Act of 2008). It is 

contemplated that the Control Transfer will be effected pursuant to an enforcement of a share pledge 

over a holding company of the Edcon Group and the transfer of the entire outstanding shares in such 

entities to a newly established holding company (“Parent”), which is expected to be a wholly-owned 

subsidiary of two other newly established holding companies (“Holdco 1” and “Holdco 2”), each of 

which are expected to be incorporated and tax resident in South Africa. At completion, the majority of 

the shares in Holdco 2 are expected to be owned by the holders of the Edcon Group’s existing 2018 

Senior Secured Notes and 2019 Senior Secured PIK Toggle Notes and lenders under the Edcon Group’s 



 

 

existing ZAR Senior Secured Term Loan (or their respective nominees). A new governance structure 

will be put in place, including provisions relating to transfers of shares, pre-emption rights, tag-along 

rights and drag-along rights, board composition and reserved matters requiring the consent of specific 

majorities of shareholders.  

The BEE trust and management investors will receive certain economic rights on a distribution to 

Holdco 2’s shareholders and on certain pre-determined exit events. 

Operating Group Indebtedness 

As part of the Restructuring and subject to the satisfaction of various conditions, certain of the lenders 

under the existing ZAR Super Senior RCF Term Loan and LC Facility have agreed to commit to provide 

a ZAR-denominated R575 million New Revolving Credit Facility. The Restructuring is proposed to 

also involve the amendment and restatement of Edcon’s existing ZAR Super Senior RCF Term Loan 

and LC Facility into a new ZAR-denominated R3,597 million senior secured Converted Revolving 

Facility (R1,250 million), Term Loan Facility and LC Facility, available to Edcon.  Furthermore, 

pursuant to the LUA, the Edcon Group’s existing Super Senior Liquidity Facility (excluding Facility 

A3 and, subject to certain liquidity tests, Facility A1) is proposed to be amended and restated and shall 

comprise the existing EUR-denominated Facility A2, available to Edcon (in an original principal 

amount of €123.25 million plus accrued and unpaid interest to date). 

The New Revolving Credit Facility, Converted Revolving Facility, Term Loan Facility LC Facility and 

the Super Senior Liquidity Facility will rank pari passu amongst each other, be secured on a super 

senior basis by substantially all of the assets of Edcon and its subsidiaries, together with some of the 

assets of the Parent and will contain LMA-style customary affirmative and negative covenants, which 

will be adjusted to give Edcon flexibility to operate its day-to-day business activities and permit Edcon 

to make certain administrative parent company payments. The covenants will be set at a level reflecting 

the leverage and liquidity position of the operating companies of the Edcon Group. The New Revolving 

Credit Facility, Converted Revolving Facility, Term Loan Facility and LC Facility will mature on the 

earliest to occur of (i) 31 December 2019, (ii) the earliest maturity date of the Super Senior Liquidity 

Facility, and (iii) three months prior to the maturity date of any other indebtedness of the Edcon Group 

which benefits from security granted by the Edcon Group’s operating companies, and may be extended 

upon payment of a fee. The Super Senior Liquidity Facility will mature on the earliest of (i) 31 

December 2017, (ii) the earliest maturity date of the New Revolving Credit Facility, Converted 

Revolving Facility, Term Loan Facility and LC Facility, and (iii) three months prior to the maturity date 

of any other indebtedness of the Edcon Group which benefits from security granted by the Edcon 

Group’s operating companies, and may be extended to 31 December 2018 upon meeting certain 

financial ratios. 

The New Revolving Credit Facility, Converted Revolving Facility and Term Loan Facility will bear 

interest of JIBAR + 5% cash and 3% PIK per annum. The LC Facility will bear interest of JIBAR + 5% 

cash and 3% PIK per annum. The Super Senior Liquidity Facility will bear interest of EURIBOR (zero 

floor) + 4% cash (increasing to 9% on and from the maturity extension) and 8% PIK per annum. 

New Holding Company Indebtedness 

New Holdco 1 Notes 

The Restructuring is proposed to involve the issuance by New Holdco 1 of approximately R2,250 

million-equivalent of USD-denominated New Holdco 1 PIK A-1 Notes, to refinance Facility A3 and, 

subject to Edcon meeting a certain liquidity test, repay Facility A1 and provide additional fresh liquidity 

to the Edcon Group.   

The Facility A3 lenders have committed to convert their approximately R810 million-equivalent USD-

denominated Facility A3 claims into New Holdco 1 PIK A-1 Notes. In addition, approximately R1,490 



 

 

million-equivalent of notes may be subscribed to by the holders of the Edcon Group’s existing 2018 

Senior Secured Notes, 2019 Senior Secured PIK Toggle Notes and 2019 Super Senior PIK Notes and 

lenders under the Edcon Group’s existing ZAR Senior Secured Term Loan and EUR Super Senior Term 

Loan. Each subscriber to the New Holdco 1 PIK A-1 Notes will receive a pro rata share of a fee equal 

to 15% of the undiluted equity in Holdco 2.   

Certain creditors have committed to purchase the full amount of the New Holdco 1 PIK A-1 Notes in 

the event the subscription is not fully taken up by the eligible creditors.  These committed creditors are 

entitled to a fee of 3% of the aggregate principal amount of such commitments, which will be payable 

in the USD-equivalent of up to approximately R69,600,000 of additional New Holdco 1 PIK A-1 Notes. 

The counterparties to the existing second super senior hedging arrangements will have their claims 

converted into USD-denominated New Holdco 1 PIK A-2 Notes at a ratio of 0.95:1, to be issued by 

Holdco 1 on or about the completion date of the Restructuring. 

The New Holdco 1 PIK A-1 Notes and the New Holdco 1 PIK A-2 Notes are expected to rank pari 

passu amongst each other and be secured by substantially all assets of Holdco 1 and a first-ranking 

share pledge over Parent, but will not benefit from any security over the operating companies of the 

Edcon Group. Pursuant to the LUA, the New Holdco 1 PIK A-1 Notes and the New Holdco 1 PIK A-2 

Notes are expected to contain certain affirmative and negative covenants, with basket and covenant 

levels set to reflect the current liquidity position and leverage of the Edcon Group and its post-

Restructuring capital structure.  

The New Holdco 1 PIK A-1 and New Holdco 1 PIK A-2 Notes will mature on 31 December 2022, and 

will bear interest of 25% PIK per annum and 5% PIK per annum, respectively. A make whole premium 

of up to 4 years from issuance will apply in case of a redemption of the New Holdco 1 PIK A-1 Notes.  

New Holdco 2 Notes 

It is expected that claims of holders of Edcon’s existing 2019 Super Senior PIK Notes and lenders under 

the existing Super Senior Term Loan will be converted into approximately €170 million New Holdco 

2 PIK A Notes to be issued by Holdco 2 on or about the completion date of the Restructuring. In 

addition, 50% of the claims of holders of Edcon’s existing 2018 Senior Secured Notes and 2019 Senior 

Secured PIK Toggle Notes and lenders under the Edcon Group’s existing ZAR Senior Secured Term 

Loan (the “Senior Secured Claims”) are expected to be converted into the USD equivalent of 

approximately ZAR9.6 billion of New Holdco 2 PIK B Notes (which may be denominated in ZAR at 

the option of each relevant creditor), which are expected to rank junior to the New Holdco 2 PIK A 

Notes. The remaining 50% of the Senior Secured Claims are expected to be converted into equity in 

New Holdco 2. 

The New Holdco 2 PIK A and B Notes are expected to be secured by substantially all assets of Holdco 

2 and a first-ranking share pledge over Holdco 1, but will not benefit from any security over the 

operating companies of the Edcon Group or Holdco 1. Upon an enforcement of such security, holders 

of New Holdco 2 PIK B Notes will only receive the proceeds from such enforcement once holders of 

the New Holdco 2 PIK A Notes have been paid in full. Pursuant to the LUA, the New Holdco 2 PIK A 

Notes and New Holdco 2 PIK B Notes are expected to contain certain affirmative and negative 

covenants, with basket and covenant levels set to reflect the current liquidity position and leverage of 

the Edcon Group and its post-Restructuring capital structure.  

The New Holdco 2 PIK A and New Holdco 2 PIK B Notes will mature on 31 December 2022, and will 

bear interest of 8% PIK per annum and 3% PIK per annum, respectively (with certain adjustments to 

the PIK margin on the New Holdco PIK B Notes that are held in ZAR). 



 

 

Conditions to the Effectiveness of the Restructuring  

The Restructuring, including the Control Transfer, is subject to certain conditions (or the waiver of such 

conditions) set out in the term sheets relating to the Restructuring, including the Restructuring receiving 

clearance from the Competition Commission of South Africa and other relevant regulatory authorities 

in Africa.  

There can be no guarantee that the Restructuring as contemplated by the LUA will be implemented in 

the terms set out above, and any restructuring of the Edcon Group may be on significantly different 

terms to the one set forth in this announcement or not be consummated at all. Furthermore, the 

Restructuring of the Edcon Group may take a significant amount of time. There can be no assurance 

that clearance from the Competition Commission of South Africa and other relevant regulators in Africa 

will be granted in a timely manner or at all.  

 

For more information, interested parties are invited to contact the following: 

 

Houlihan Lokey (Europe) Limited – Financial Adviser to the Edcon Group 

Peter H. Marshall 

Arun Reddy 

83 Pall Mall 

London, SW1Y 5ES, 

United Kingdom 

PMarshall@HL.com 

AReddy@HL.com 

+44 (0) 20 7839 3355 

 

PJT Partners – Financial Adviser to the Ad Hoc Committee of 2018 Noteholders 

Martin Gudgeon 

Sam Whittaker 

One Curzon Street 

London W1J 5HD 

United Kingdom 

Gudgeon@pjtpartners.com 

Whittaker@pjtpartners.com 

+44 (0) 20 3650 1100 

 

Weil, Gotshal & Manges – Legal Counsel to the Ad Hoc Committee of 2018 Noteholders 

Andrew J. Wilkinson 

Alexander Wood 

110 Fetter Lane 

London, EC4A 1AY 

United Kingdom 

Andrew.Wilkinson@weil.com 

Alexander.Wood@weil.com 

+44 (0) 20 7903 1000 


