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iHeartMedia 
continues talks 
with creditors 
on debt swap 
By Shasha Dai, CapitalStructure

• Efforts to exchange bonds and loans slow to gain traction
• Bankruptcy filing could wipe out equity for PE sponsors
• Bain, THL second largest lenders to the company

A bankruptcy filing by iHeartMedia 
Inc is not yet a certainty even though efforts 
by the radio and advertising company to 
exchange its current loans and bonds have 
been slow to gain traction, a source famil-
iar with the matter told CapitalStructure.

IHeart Media is backed by Bain Capital 
and THL Partners.

Negotiations with the creditors continue 
and will probably take a few more rounds, 
the source said.

“These things always have significant 
rounds of negotiation,” the source said. 
“It is never the case that somebody is just 
going to say, ‘OK, that’s fine.’ It’s always the 
case that people might say, ‘Yeah, we kind 
of like those things. We don’t like those 
things. We would like to have more.’”

A deadline to tender existing term loans 
expired recently with a “significant num-

ber” of term-loan lenders participating, the 
source said, declining to be specific. If less 
than 50 percent of the principal amount of 
the term loans is tendered, iHeart could not 
complete an exchange offer for its priority 
guaranteed notes but can still choose to 
close only on the tendered loans.

The low levels of participation from 
lenders and bondholders so far triggered 
market speculation that iHeart may have 
to file for bankruptcy.

The source told CapitalStructure that 
much is at stake for various stakeholders 
and that a Chapter 11 filing threatens to 
wipe out significant value of one of the 
largest radio-station operators and outdoor 
advertisers.

Possible consequences
For one, holders of iHeart’s 2021 senior 

notes would receive zero recovery in a 
bankruptcy scenario.

Under the company’s exchange offer, 
the holders of the 2021 senior notes will 
receive new 2023 senior secured notes or 
a combination of new notes and common 
equity, depending on levels of participation.

Second, in a bankruptcy scenario, iHeart 
would not be able to separate its media and 
outdoor advertising businesses — an initia-
tive the company has said would unlock 
significant value.

Despite the healthier operations and 
cash flow of the outdoor-advertising busi-

ness, the equity of that unit has been trad-
ing at steep discounts compared with its 
peers primarily because of its association 
with the broader iHeart platform, the 
source said. From a strategic perspective, 
the radio and outdoor advertising busi-
nesses do not make sense to be together, 
he added.

A bankruptcy filing, however, would 
drag out the separation for years — if the 
spinoff is at all possible. It would also hurt 
the iHeart brand and its goodwill with cus-
tomers and partners, and create a drain on 
its value in the form of legal fees and other 
bankruptcy-related expenses.

In addition, much is at stake for iHeart’s 
private-equity sponsors, Bain Capital and 
THL Partners, which closed their buyout of 
iHeart, then known as Clear Channel Com-
munications Inc., in 2008 for $17.9 billion.

Over the years, Bain and THL had 
bought iHeart debt and currently own some 
$1.2 billion in term loans collectively, mak-
ing the firms the second largest lender to 
the company.

Although the loan investment turned 
out to be highly profitable for Bain and 
THL, the loans are undersecured, which 
would mean a more limited recovery in a 
bankruptcy scenario.

“I think this is a case that because of the 
unusual undersecured nature of the senior 
debt, it is not very attractive for the debtor 
to be in bankruptcy,” the source said.

LEVERAGED LOANS

Ratings Wrap-Up (April 20, 2017 - May 2, 2017)
The following table lists select ratings actions on the debt of an LBO-backed company by either Moody’s Investors Service or Standard & Poor’s.

Date Company: Sponsors: Arrow: Action: Highlight: Rating 
Service

5/2/17 Carlyle Group Sequa Corp. < S&P lifted Sequa's corporate credit rating to 'B-' 
from 'SD'. The outlook is stable. 

Sequa completed a distressed debt exchange which 
solidified its liquidity and capital structure.

S&P

5/2/17 Carlyle Group SEACOR Holdings 
Inc. = S&P lowered SEACOR's corporate credit rating to 

'B-' from 'B'. The outlook is negative. 
SEACOR's liquidity has weakened over the last 12 
months and is expected to keep declining.

S&P

5/2/17 First Reserve Ameriforge Group, 
Inc. = Moody's dropped Ameriforge's corporate family 

rating to Ca from Caa3. The outlook is negative.
The downgrade follows Ameriforge filing for bankruptcy. Moody's

4/19/17 Platinum 
Equity

Artesyn 
Embedded 
Technologies Inc.

? S&P dropped Artesyn's corporate credit rating to 
'B-' from 'B'. The outlook is stable.

The 'B-' rating reflects Artesyn's weak operating 
performance and modest cash flow.

S&P

4/24/17 Rhône Capital Neovia Logistics 
L.P. < S&P raised Neovia's corporate credit rating to 

'CCC+' from 'SD'. The outlook is stable. 
Neovia completed a distressed exchange and helped its 
debt pressures and liquidity levels.

S&P

5/1/17 Summit 
Partners

Aurora 
Diagnostics 
Holdings LLC

= S&P lowered Aurora's corporate credit rating to 
'CC' from 'CCC'. The outlook is negative.

Aurora partook in a distressed exchange due to its high 
leverage and minimal free cash flow.

S&P

4/26/17 Sun Capital 
Partners

PaperWorks 
Industries ? S&P affirmed PaperWorks' 'B-' corporate credit 

rating. The outlook is now negative. 
The negative outlook reflects PaperWorks' continued 
weakness in their financial performance.

S&P

5/1/17 TPG Capital AV Homes Inc. ? S&P affirmed AV's 'B-' corporate credit rating. The 
outlook remains stable. 

AV Homes has sufficient liquidity and should experience 
modest growth in the near-term.

S&P
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