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99 Cents Only, 
backed by Ares 
and CPPIB, 
faces debt woes
By Steve Gelsi
• S&P downgrades discount retailer
• Ares Management, CPPIB are backers
• Firm refinances $160 mln loan

99 Cents Only Stores, the discount 
retailer backed by Ares Management and 
Canada Pension Plan Investment Board, 
faces an unsustainable capital structure 
as competition in its California market 
from Aldi and Grocery Outlet eats into its 
business, according to recent research on 
the company’s debt.

The company has been operating at 
a debt-to-EBITDA multiple of more than 
13x, hindered by its inventory manage-
ment and cannibalization from new store 
openings, analysts said. The store chain 
reported a drop of 2.7 percent in same-
stores sales for fiscal 2016.

“In addition to the company’s self-
inflicted executional issues that it con-
tinues to work through, it is facing 

heightened competitive headwinds from 
increased competition in its core South-
ern California market,” Declan Gargan, 
analyst at S&P Global Ratings, said in a 

research note.
Aldi, the German supermarket chain, 

plans to launch 45 new stores in Southern 
California even as value-oriented chain 
Grocery Outlet rapidly expands, he said. 
Both “could take market share given 99 
Cents Only’s recent challenges,” Gargan 
said.

On the plus side, 99 Cents Only refi-
nanced its $160 million asset-based loan 
in April. This will cover its liquidity needs 
for the coming year, but the company’s 
capital structure is unsustainable, Gargan 
said.

On May 24, S&P lowered the corporate-
credit rating on 99 Cents Only to CCC+ 
from B-. The CCC rating means its debt 
is currently vulnerable and dependent 
on favorable business, financial and eco-
nomic conditions to meet financial com-
mitments, according to S&P definitions.

Ares and CPPIB agreed to pay $1.6 bil-
lion in cash for 99 Cents Only Stores in 
2011. Leonard Green & Partners also took 
part in bids for the company, according to 
reports at the time.
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99 Cents Only Stores, http://99only.
com/99about/#about

Lincoln International's Snapshot View on Loan Pricing and Terms

(Borrowers with less than $15mm EBITDA)

Security Type Pricing Multiples

Asset Based 

Senior

L + 200 - 275 

LIBOR Floor: none
n/a

Cash Flow 

Senior

L + 475 - 575 

LIBOR Floor: 100
2.75x - 3.25x EBITDA

Split Lien 

Unitranche 
(Term Loan Only)

L + 800 - 900

LIBOR Floor: 100

2nd Lien Loans
L + 1000 - 1100

LIBOR Floor: 100

Sub Debt

Cash of 11.0% - 13.0%

PIK of 1.0% - 2.0%

All-in of 12.0% - 14.0%

Equity
Approximately 35% - 40% of 

Total Capitalization

4.00x - 5.00x EBITDA

Note: The values presented above are based on prevailing metrics observed by Lincoln

International in recent months; however, leverage multiples and pricing are highly

dependent on a borrower’s credit profile and may be higher or lower than those shown

above for certain companies.


