
 
ASX ANNOUNCEMENT 

 

 

REFINANCING OF SYNDICATED DEBT FACILITIES 
REVISED TERMS WITH THE ALTAMONT CONSORTIUM 

 

GOLD COAST, 21 August, 2013: On 16 July 2013, Billabong International Limited (“Billabong” or 
the “Company”) announced that it had entered into commitment letters with entities advised by 
Altamont and entities sub-advised by GSO Capital Partners

1
 (the credit arm of the Blackstone 

Group, and together with Altamont, the “Altamont Consortium”) and GE Capital to provide a long 
term financing package for Billabong.  It was also announced that Billabong had entered into binding 
documentation with the Altamont Consortium in relation to a US$294m (A$325m) bridge loan facility 
(“Bridge Facility”) which matures on 31 December 2013. 

On 19 July 2013, the Company noted the Takeovers Panel announcement of the application made 
on behalf of Centerbridge Partners and Oaktree Capital in connection with the transactions agreed 
with the Altamont Consortium. 

The Company announces that it has today entered a revised commitment letter and certain other 
ancillary transaction documents (together, the "Revised Transaction Documents") with the Altamont 
Consortium.  The Revised Transaction Documents were executed following confirmation from the 
Takeovers Panel that if certain revisions were made to the original documents, the Panel was 
minded not to make a declaration and orders.  Other revisions have been made by agreement 
between the parties. 

Business stability 

As set out in the Company's 16 July announcement, the long term financing package is intended to 
provide Billabong with a flexible capital structure to allow it to stabilise the business, address its cost 
structure, and pursue a profitable growth strategy under the anticipated new leadership of Scott 
Olivet.  The revisions in the Revised Transaction Documents do not affect the Bridge Facility which 
satisfies Billabong's liquidity needs whilst the long term commitments are finalised.  Nor do the 
revisions impact the intentions of Billabong in relation to finalising the long term financing package as 
soon as practical and to focus on rebuilding the business. 

Revised terms 

See Annexure A for a summary of the key revised financial terms.  The revisions in the Revised 
Transaction Documents include the following: 

(a) break fee:  Previously, if Billabong did not use commercially reasonable efforts to pursue the 
long term financing and completed an alternate financing, or was subject to a change of 
control, in each case on or prior to 15 January 2014, any prepayment or repayment of the 
Bridge Facility utilising such alternate financing or on such change of control was subject to 
a premium equal to 20% of the principal amount of the Bridge Facility.  The revised 
commitment letter no longer contains the 20% premium and instead includes a break fee in 
the amount of A$6 million.  The circumstances in which the break fee is payable are 
summarised in Annexure B. 

(b) convertible tranche/35% per annum rate: It was previously proposed that Billabong would 
issue a US$40m (A$44m) convertible note to the Altamont Consortium (“Convertible Note”) 
as part of the proposed long term financing.  Subject to shareholder approval, the 
Convertible Note would convert into Redeemable Preference Shares ("RPS").  The interest 
rate applicable to the Convertible Note was to be 12% per annum, however initially and until 
obtaining shareholder approval for the issue of the RPS, the interest rate was to be 35% per 
annum.  Under the revised commitment letter, the previously proposed Convertible Note has 
been removed. 

                                                   
1
 The entities sub-advised by GSO Capital Partners are FS Investment Corp I and FS Investment Corp II; they are advised by 
FB Income Advisors, LLC. 
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(c) term loan: The size of the term loan base commitment has been increased from US$200m 
(A$221m) to US$275m (A$304m) with an upsize commitment of US$35m (A$39m).  The 
interest payable on the base commitment will be 15% per annum, payable quarterly, of 
which not less than 7% must be payable in cash and up to 8% may be paid in kind.  The 
interest payable on the upsize commitment will be 10% per annum payable quarterly in 
cash. 

(d) RPS:  The Altamont Consortium has agreed to take up US$60m (A$66m) of RPS
2
 with a 0% 

coupon, subject to shareholder approval.  The RPS in the original commitment letter had a 
12% per annum dividend entitlement.  The proceeds of the subscription by the Altamont 
Consortium for the RPS must be applied towards the prepayment of the term loan, with no 
make whole premium. 

(e) make whole:  Previously, mandatory prepayments included a make whole premium upon a 
change of control.  This has been removed and instead, upon a change of control, Billabong 
is required to offer to prepay the term loan at a 1% premium.  The applicable make-whole 
payments are included in Annexure A. 

(f) option strike price: Billabong agreed to issue options to the Altamont Consortium amounting 
to 15% of the fully diluted share capital of the Company (including the options).  The options 
were to be granted in multiple tranches, with the first tranche of options issued on 16 July 
2013 with a strike price of A$0.50 per share.  The balance of the options to be issued to the 
Altamont Consortium on completion of the long term financing also had a strike price of 
$0.50.  The strike price on the balance of the options has now been changed to $0.01. 

As noted above, the Revised Transaction Documents include revised break fee and exclusivity 
obligations.  These are summarised in Annexure B. 

Next steps 

Billabong intends to now negotiate the definitive documentation for the term loan with the Altamont 
Consortium as soon as reasonably practicable.  This is expected to take approximately 2-3 weeks.  
Billabong will also continue its preparations to seek the shareholder approvals described below, 
although the term loan commitment is not conditional on the shareholder vote. 

The options which exceed the issue limits under the ASX Listing Rules and all the RPS will be 
subject to shareholder approval under the Listing Rules, and the acquisition of shares upon exercise 
of those options or conversion of the RPS will be subject to shareholder approval under takeover 
rules.  It is intended that Billabong will hold a general meeting to seek such approvals as soon as 
practicable, with the aim being to hold the meeting before the end of October.  Further details of this 
meeting will be provided as soon as possible, including an information booklet containing an 
independent expert report. 

It continues to be the intention of all the directors to recommend the proposals which require 
shareholder approval and to vote their own shareholdings in favour of them.  The directors’ 
recommendations, and their intentions to vote in favour, are subject to the independent expert 
opining that the issue is fair and reasonable to the Company's shareholders and in the absence of 
any superior proposal. 

Media or investor related queries should be directed to Chris Fogarty, Group Executive Corporate 
Affairs on mobile +61 420 928 824 

 

MARIA MANNING 
COMPANY SECRETARY 

                                                   
2
 In lieu of subscribing for RPS, Billabong and the Altamont Consortium may agree that the Altamont Consortium will 
subscribe for Convertible Notes having the same terms as the RPS except that any such Convertible Notes will not have any 
voting or participation rights. 
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ANNEXURE A: KEY TERMS OF FINANCING FACILITIES 
 
Term Loan and Options 
 

Commitment size Base commitment:  US$275m (A$304m) 
Upsize commitment:  US$35m (A$39m) 

Applicable interest rate Base commitment:  15.0% 
(7.0% cash / up to 8.0% PIK) 

Upsize commitment:  10.0% cash 

Maturity date 5 years after closing date 

Optional prepayments Fixed interest rate instrument make-whole 
premium

3
 

No prepayment penalty for US$60m 
(A$66m) of Term Loan if prepaid by way 

of RPS issuance to the Altamont 
Consortium.  Otherwise optional 

prepayment rights exist
4
 

No mandatory prepayment event upon a 
change of control 

Billabong required to offer to prepay the 
loans at a 1% prepayment premium on 

change of control 

Options size (in addition to options already issued) 7.5% fully diluted 

Options strike price A$0.01 

Options maturity 7 years from grant 

 

Redeemable Preference Shares (“RPS”) 
 

Commitment size US$60m (A$66m) 

RPS Dividend 0% 

RPS subscription price
5
 US$0.2065 (A$0.228) 

RPS maturity 9.5 years 

 

Asset-Based Revolver 
 

Commitment size US$160m (A$177m) 

Applicable interest rate Base rate plus 2.00% margin 

Accounts Receivable Advance Rate up to 85% 

Inventory Advance Rate up to 90% 

Maturity 5 years 

 

                                                   
3
 If, notwithstanding the 2 year non call period against optional prepayments, the Term Loans are prepaid or repaid for any reason (including, 
without limitation, as a result of an acceleration of the Term Loans following an event of default or a bankruptcy or insolvency of the 
Borrowers), such repayment will be subject to a “make whole” premium equal to the prepayment premium payable after the 2nd anniversary 
date (15.0%), plus interest that would have accrued on the Term Loan through to the 2nd anniversary date (discounted at the applicable U.S. 
treasury rate plus 0.50%). 

4
 Non-callable during the first 2 years, then callable at par plus 1 year’s coupon (115%) in year 3, at par plus ¼ of 1 year’s coupon (103.75%) 
year 4, and at par (100%) in year 5.  In each case, the prepayment coupon is payable only on the outstanding principal. 

5
 On 16 July 2013, the Company announced that Scott Olivet intends to purchase 11m ordinary shares with the option, at his election, to 
purchase an additional 4m shares.  All shares would be subscribed for at A$0.23 per share. The RPS subscription price of US$0.2065 
(A$0.228) is calculated on the basis that Mr Olivet exercises the option over the 4m shares so that Mr Olivet subscribes for the total number of 
15m shares at A$0.23 per share.  If Mr Olivet subscribes for 11m shares only, then the RPS subscription price would be US$0.20819 
(A$0.2300). 
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Option and RPS dilution mechanics 
 

 

Current equity capital 
structure 

After the partial issuance of 
Term Loan options 

(pre shareholder vote) 

After issuance of all 
Term Loan options and RPS 
(post shareholder approval) 

 
# shares 

 (m) 
% diluted 

ownership 
# shares 

(m) 
% diluted 

ownership 
# shares 

(m) 
% diluted 

ownership 

Current shares 
outstanding 

478.9 91.89% 478.9 86.96% 478.9 54.95% 

Options 
(issued 17 July 2013) 

42.3 8.11% 42.3 7.67% 42.3 4.85% 

Term Loan options 
 

  29.6 5.37% 44.9 5.15% 

RPS 
 

    290.6 33.33% 

Scott Olivet shares 
 

    15.0 1.72% 

Diluted shares 
outstanding 

521.2 100.00% 550.8 100.00% 871.7 100.00% 

Note 1:  Totals do not add due to rounding. 

Note 2: In the event the Company does not issue 15m shares to Mr. Olivet (see footnote 5 on previous page), the share 
counts (excluding those of existing shareholders) would decrease accordingly. 

 
ANNEXURE B: EXCLUSIVITY PROVISIONS AND BREAK FEE 

During the exclusivity period (that is, the period through to 31 December 2013 under the revised 
commitment letter), Billabong must not: 

(i) solicit or initiate any discussions (“no-solicit”) with respect to any offer to refinance the Bridge 
Facility in place with the Altamont Consortium with an alternative financing with a party or 
parties other than the Altamont Consortium (an "alternative financing"); or 

(ii) engage in discussions with any third parties regarding any alternative financing, provided 
that, subject to compliance with the no-solicit, Billabong is permitted to engage in 
discussions with third parties regarding any alternative financing where the Board of 
Billabong (comprising the directors not associated with the Altamont Consortium) acting in 
good faith determines that it is necessary to do so in order to satisfy what the Board 
considers to be its statutory or fiduciary duties (the “fiduciary out”). 

A break fee of A$6 million (the “Break Fee”) will be payable in the following circumstances: 

(a) all of the following occur: (i) Billabong exercises the fiduciary out; (ii) the Altamont 
Consortium has used commercially reasonable efforts to consummate the long term 
financing; and (iii) Billabong refinances the Bridge Facility in place with the Altamont 
Consortium with an alternative financing with a party or parties other than the Altamont 
Consortium; or 

(b) all of the following occur: (i) Billabong fails to use commercially reasonable efforts to 
consummate the long term financing; and (ii) Billabong refinances the Bridge Facility in place 
with the Altamont Consortium with an alternative financing with a party or parties other than 
the Altamont Consortium. 

Billabong will have no liability under the Revised Transaction Documents in relation to: 

(a) any discussions with any third parties regarding an alternative financing; or 

(b) the entry into an alternative financing,  

other than the obligation to pay the Break Fee in the circumstances referred to in (a) or (b) in the 
previous paragraph. 
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