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Executive Overview

Executive Overview

In Debtwire’s inaugural Rights Offerings Report, we have tracked and analyzed all equity rights offerings for
companies that have filed for Chapter 11 in 2016 and 2017. In this period, investors injected over USD 4bn in rights
offerings–mostly in the oil & gas sector, which is responsible for over half of the rights offering dollars invested in
2016 and 2017.

This doesn’t even include the USD 1bn rights offering that has been mentioned as a possibility for Breitburn Energy
Partners or the numerous rights offerings that occurred in 2016 and 2017 to-date for debtors that filed in 2015,
such as Samson Resources, New Gulf Resources, and Energy & Exploration Partners, to name a few.

In this report, we have also included rights offerings of convertible debt (A.M. Castle, Aspect Software, Basic
Energy, CHC Group, and Ryckman Creek), in addition to mixed debt/equity rights offerings (21st Century Oncology,
Erickson and UCI International).

Data Analyzed

We tracked the most salient and most negotiated data points for rights offerings:

Volume, sector and subsector: The data tells us that rights offerings are becoming an increasingly relevant option for
Chapter 11 debtors, especially in the E&P sector.

Proportion of plan value: This data tells us how significant the rights offering is with respect to the value of the
reorganized company; in other words, how much new money did investors put into a company in comparison to its
value.

Discount to plan value: This tracks the built-in value that investors are receiving to inject new money into companies
that they will own (in whole or part) after the bankruptcy case is complete.

Backstop data: Our data pulled from the filed backstop agreements and key documentation highlights key points of
negotiation, such as backstop commitment premiums and termination fees, as well as which advisors most often
negotiated the points for the backstop parties.

Investor participation: Can all investors in a class participate in a rights offering? Not always – securities laws may
limit participation only to large investors. We also track frequent backstop investors and the companies/sectors in
which they participate.

Case spotlights: We expansively outline and analyze the details of the rights offerings conducted in two of the most
watched and contested recent bankruptcy cases, Peabody Energy and SunEdison.
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Executive Overview

Highlights from the Covered Period

• Largest rights offering: Peabody Energy, with a USD 750m offering that was accompanied by a USD 750m private
placement.

• Second Largest: Linn Energy / Berry Petroleum, combined USD 830m of rights offerings.

• Largest discount to plan value: 68% (ModSpace)

• Second largest: 45% (Peabody Energy)

• Largest backstop premium: 24.9% (ModSpace)

• Second largest: 10.3% (CHC Group)

• Most Active Quarter: 1Q17, which had both the largest volume of rights offering stock (almost USD 2.5bn) and the
greatest number of issuers (8).

SomeGeneral Trends

• We found a full backstop in almost every rights offering, and extending oversubscription rights to non-backstop parties is

extremely rare.

• Almost all stock offered in the rights offerings was significantly discounted to the valuation used in the plan process.

• Unsecured noteholders are easily the most common class of creditors participating in rights offerings, which, in turn, led to

increased recoveries for GUCs in a number of cases.

Unusual Cases

• In Ultra Petroleum, Bonanza Creek, and Key Energy, existing equity holders, a class that typically gets little to no recovery

in a Chapter 11 case, were able to participate in rights offerings.

• In Triangle USA Petroleum, the rights offering was not 100% backstopped, and non-backstop parties were granted

oversubscription rights.

Note: We did not include proposed, but canceled rights offerings (eg, Swift Energy and Nuverra Environmental Solutions), foreign restructurings (eg, CGG) or pure debt 
offerings (eg, GenOn Energy and Ameriforge). 
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Market Trends

The last two years have seen an influx of rights offerings in the bankruptcy space, as energy-related companies starved for capital and in

need of substantial balance sheet deleveraging restructured in the friendly confines of Chapter 11.

The need to raise new money via a rights offering as part of a plan of reorganization (as opposed to solely reducing debt burdens or

raising new debt) is a recurring theme in many of the recent large and complex restructuring situations. In more than a few cases, the

amount of common stock issued in the rights offering is sufficient to determine the new owners of the company.

In other words, the terms of rights offerings are often more than just leftover recovery details for a subordinated class of creditors.

High-Level Takeaways

• Over the last two years, more than 25 companies that filed bankruptcy petitions as of 1 January 2016 utilized rights offerings

through the Chapter 11 process to effectuate their corporate restructuring.

• Investors poured over USD 4.5bn into bankrupt companies through rights offerings over this time period.

• Oil and Gas rights offerings were responsible for USD 2.8bn of invested dollars, including USD 2.3bn in E&P debtors, more than

the USD 2.0bn invested in all non-O&G rights offerings (a category dominated by Peabody’s USD 750m rights offering).

• Eight E&P debtors and five energy services companies utilized rights offerings as part of their restructuring strategies. The data

would skew even further in the energy sector’s favor if we categorized CHC Group and Erickson as energy services companies

instead of transportation companies.

• Reorganized company stock offered in rights offerings often constitutes a relatively small portion of the reorganized company’s

total equity, the majority of which is distributed as a recovery on account of pre-petition claims.

• In some notable cases, however, a majority of the reorganized company’s equity is sold in the rights offering, giving control of

the company to those who put in new money (SunEdison, CHC, Key Energy)

• 1Q2017 was the most active rights offering time period in our survey.

• Eight rights offerings closed in 1Q17, compared with six in 4Q16 and 5 in 2Q17.

• USD 2.4bn was invested in 1Q17 rights offerings, dominated by Peabody Energy and Linn Energy/Berry Petroleum, which is

over double the next largest quarter (USD 1bn in 2Q17). The gap grows by USD 750m if Peabody’s private placement is

included in the figures.
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Rights Offerings (by amount, USDm)

Rights Offerings (by number)

Note: We used the plan effective date to establish the closing date, and thus the relevant quarter, for the respective rights offerings. We have included Gymboree, 
which had its plan of reorganization confirmed on 7 September 2017 in Q317.
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Quarter
Offering 
Amount 

(USD)

Number of 
Offerings

Plan 
Value

Discount 
to Plan 
Value

(average)

Backstop 
Commitment 

Premium
(average)

Rights Offerings

Q1 2016 - - - - - -

Q2 2016 60.0 1 496.5 - - Aspect Software

Q3 2016 50.0 1 125.0 25.0% 6.0% Penn Virginia

Q4 2016 608.1 6 2,522.3 18.8% 5.0%

Basic Energy Services
Core Entertainment
C&J Energy Services
Key Energy Services

SandRidge Energy
UCI International

Q1 2017 2,434.1 8 8,452.9 34.8% 6.2%

Chaparral Energy
CHC Group
Linn Energy

Berry Petroleum
Modular Space

Peabody Energy
Roust

Triangle USA Petroleum

Q2 2017 943.1 4 8,320.0 25.0% 6.0%

Bonanza Creek
Erickson

Ultra Petroleum
Vanguard Natural Resources

Q3 2017 345.3 3 537.5 19.1% 5.7%
A.M. Castle
Gymboree
SunEdison

Pending 273.2 3 400.7 25.9% 6.2%
21st Century Oncology

Gulfmark Offshore
Ryckman Creek Resources

Total 4553.2 26 20,854.9 26.0% 5.8%

Rights Offerings (by quarter)

Note: The plan values for A.M. Castle and 21st Century Oncology have not yet been disclosed. Peabody Energy and SunEdison also had significant complementary 
equity investments (USD 750m and USD 75m, respectively).
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Key Analytics 

In order to more fully capture the breadth and depth of the recent Chapter 11 rights offering market, we have analyzed some of the

most important components of equity rights offerings and related backstop commitments, namely, discount to equity value (or

sometimes in the case of debt, OID or other discounts that are built into the investment) and backstop fees/premiums.

We also compare rights offering amounts in comparison to the equity value provided by the company’s investment banker/financial

advisor as part of the plan process (or other value where used), to illustrate how the new money invested stacks up against the recently

ascribed value that established the recovery waterfalls for the company’s plan of reorganization.

Rights Offering Amount vs. Plan Value, by company

Note: 
Ultra Petroleum’s rights offering had separate tranches of USD 435m and USD 145m.
Linn Energy had rights offerings of USD 300m in convertible preferred shares for the Berry Petroleum debtors and USD 530m in reorganized Linn common shares. We have grouped the 
Linn/Berry rights offerings together, though broke out certain data points in subsequent charts when the Linn and Berry rights offerings diverged. 
Chaparral Energy had two separate rights offerings of USD 50m to prepetition noteholders and USD 10m for GUCs. 
Bonanza Creek’s rights offering included a USD 7.5 add on rights offering pursuant to a settlement with an ad hoc equity committee
Roust’s rights offering had two separate tranches of USD 50m and 5m. 
CHC Group had a debt rights offering of convertible notes.
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Rights Offering Amount vs. Plan Value, by company

Note: 
Aspect Software had a debt  rights offering of 3% PIK convertible holdco notes.
Basic Energy Services had a debt rights offering of 9% PIK convertible unsecured notes.
Erickson had a mixed debt/equity rights offering of 2L loans and common shares.
UCI International had a mixed debt/equity rights offering of 2L notes and common shares. 
Key Energy Services had a USD 85 primary rights offering (with an option for a USD 25m incremental liquidity rights offering).
Ryckman Creek had a debt rights offering of senior convertible loans. 
A.M. Castle had a debt rights offering of senior secured convertible notes.
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Company Discount to Plan Value Plan Value (USD)

Modular Space 68.0% 449m

Peabody Energy 45.0% 3.1bn

Bonanza Creek 39.0% 690m

Gulfmark Offshore 36.7% 329m

Gymboree 35.0% 263m

Roust 35.0% 649m

Mean 26.0%

Median 25.0%

Mode 20.0%

• Investors are generally incentivized to put in new money
through a rights offering because they are able to purchase
equity in the reorganized company at a discount to the
valuation analysis used in the company’s Chapter 11 plan.

• Giving a discount on the rights offering shares helps to ensure
that sufficient shares are purchased, making it more likely that
enough cash will be raised to fund ongoing operations and
creditor recoveries.

• On the flip side, the ability to invest in equity at a discount
disproportionately benefits deeper-pocketed pre-petition
creditors (even including those investing in securities post-
petition to make a play at the reorganized equity) at the
expense of those that cannot (or will not) invest further.

• Typically, the discount on the rights offering shares ranges from
10% to 25%. Outliers on the higher end, however, are fairly
common.

• A number of notable names included significant plan discount values
in their offerings, including Peabody Energy, ModSpace, Bonanza
Creek and Gymboree.

• Occasionally a company may not need to offer any discount to
the equity, particularly if participants believe the plan’s
estimate of the value of the reorganized company is already low
or if the rights offering itself is less of a play for the reorganized
equity.

3

10
7

5

10%-20% 20%-30% >30% N/A

Discount to Plan Value

Note: The CHC discount is based on the ultimate value of the equity the investors will receive in relation to their USD 300m investment (ie including OID and equitization premium) .
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Company Name
Backstop 

Commitment 
Premium

Offering Size 
(USD)

Modular Space 24.9% 90m

CHC Group 10.3% 300m

Chaparral Energy 8.75% 60m

Peabody Energy 8.0% 750m

Berry Petroleum 7.0% 300m

SunEdison 7.0% 300m

21st Century Oncology 6.4% 200m

Bonanza Creek 6.0% 208m

Erickson 6.0% 20m

Gulfmark Offshore 6.0% 125m

Ultra Petroleum 6.0% 580m

Triangle USA Petroleum 6.0% 185m

Vanguard Natural 
Resources

6.0% 136m

Key Energy Services 6.0% 85m

Penn Virginia 6.0% 50m

• Backstop fees—including commitment premiums and break-up
fees—are among the most important and highly negotiated
aspects of a rights offering.

• When the bankruptcy plan is contingent on a certain amount of
new money being raised in the rights offering, backstop parties
will have significant leverage in negotiating their fees (although
the court will still have to approve the fees).

• Typically, backstop fees are 5%-6% of the total amount of the
rights offering, payable in shares rather than cash, and the fees
are earned whether or not the rights offering is fully subscribed
(leaving the backstop parties with no obligations).

• The backstop fees, thus, allow institutional creditors with extra capital
and appetite for additional equity exposure to acquire an ever greater
share of ownership in the reorganized company.

• If the company cancels the rights offering, the backstop parties
are typically owed a termination fee in cash, usually an amount
equal to the cash equivalent value of the backstop fee.

• In 2016 and 2017, backstop fees largely hewed to the
established norms. Only a few backstop fees fell below 5% (UCI
International and one of Linn Energy’s offerings came in at only
4%), and the highest we spotted was ModSpace, where backstop
parties received 5% of the reorganized equity (representing a
24.9% premium), followed by 10.3% for CHC.

• Similarly, termination fees generally followed the pattern of
matching the backstop fees (in cash equivalence), but we note
that the breakup fee in SunEdison, at only 3.3%, is only about half
of the negotiated backstop fee, and in 21st Century Oncology,
the breakup fee was almost double the backstop fee, at 11.7%.

Backstop Fees
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Rights Offering Participation

Rights offerings are often used as a tool by a class of creditors to take (or increase) ownership of the reorganizing company.
More often than not, rights offerings are limited to one creditor class—most frequently, unsecured noteholders. In fact, over
half of the rights offerings over 2016 and 2017 included unsecured creditors, and in eight of those instances general
unsecured creditors were also eligible to participate in the rights offering.

Secured creditors were similarly able to participate in fourteen situations, evenly divided between first and second lien
investors. Equity holders are the pre-petition class/interest that is least likely to participate in rights offerings, with it
occurring in only three cases during our surveyed time period (eg, Bonanza Creek, Key Energy, and Ultra Petroleum).

In approximately two-thirds of rights offerings, only one class was given the opportunity to participate, while in one-third of
the rights offerings multiple classes were able participate in the offering. Note that the “more than one class” category
includes: (1) debtors with a single rights offerings offered to more than one creditor class and (2) debtors with multiple rights
offerings provided to separate classes.

Rights Offering Participation by Class

7 7
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• When a debtor is seeking a significant amount of new money in a
rights offering, it may not be able to take advantage of Bankruptcy
Code section 1145, which exempts newly issued securities exchanged
for claims from registration under the Securities Act of 1933.

• When section 1145 is not available, debtors will look to exemptions
for sales to “accredited investors” to avoid registration requirements.

• Generally speaking, accredited investors are persons with a net worth
of over USD 1m or entities with at least USD 5m in assets. “Qualified
Institutional Buyers” (QIBs) are institutions (never individuals) with at
least USD 100m of securities holdings and always count as accredited
investors.

• Retail investors and trade creditors constitute the main group of creditors
that might not qualify as accredited investors.

• When the debtor extends a rights offering opportunity only to
accredited investors in a given class, the non-accredited investors in
the class can be “topped up” to ensure that there is no
disproportionate treatment within a class.

• In Penn Virginia, for example, the bankruptcy plan was amended to top-up
creditors not eligible to participate in the rights offering; Gulfmark Offshore
also topped-up non-accredited investors.

• In Vanguard Natural Resources, separate rights offerings with different
terms were made to accredited investors and non-accredited investors.

• We note that in many corporate bankruptcies covered by Debtwire, all
creditors in a class are accredited investors and therefore the debtor
is not required to offer any additional consideration in connection
with a rights offering.

Accredited Investors / QIBs

15

8 Accredited Investors /
QIBs

All Investors

All Investor Rights Offerings

Company Name
Rights Offering Amount  

(USD)

Basic Energy 125m

Bonanza Creek 207.5

Chaparral Energy 60m

Linn Energy/Berry 
Petroleum 

830m

Peabody Energy 750m

Roust 55m

Ultra Petroleum 580m

Vanguard Natural 
Resources

135.6m

Note: Accredited Investor/QIB information was not available for Gulfmark Offshore and Gymboree.
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Backstop Participants
Backstop 

Commitments
Companies Sectors

Whitebox Advisors 5

A.M. Castle
Basic Energy Services

Bonanza Creek
Key Energy Services

SunEdison

Alternative Energy (1)
Oil & Gas (3)

Chemicals and Materials (1)

Contrarian Capital Management 4

Chaparral Energy
Key Energy Services

Peabody Energy
Penn Virginia

Metals & Mining [Coal] (1)
Oil & Gas (3)

JPMorgan 4

21st Century Oncology
Penn Virginia Corporation

Triangle Petroleum
UCI International

Automotive (1)
Oil & Gas (2)

Healthcare (1)

BlackRock 3
Modular Space

SunEdison
UCI International

Alternative Energy (1)
Automotive (1)

Construction and Homebuilding (1)

Goldman Sachs 3
Basic Energy Services

Chaparral Energy
Key Energy Services

Oil & Gas (3)

Silver Point Capital 3
Basic Energy Services

Chaparral Energy
Key Energy Services

Oil & Gas (3)

Tennenbaum Captial Partners 3
Core Entertainment

CHC Group
SunEdison 

Alternative Energy (1)
Entertainment (1)
Transportation (1)

Oaktree Capital Management 2
21st Century Oncology 

Bonanza Creek
Healthcare (1)
Oil & Gas (1)

Strategic Value Partners 2
Penn Virginia

SunEdison
Alternative Energy (1)

Oil & Gas (1)

Backstop Parties
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Legal Counsel Mandates Companies

Milbank Tweed 5

Chaparral Energy

Gulfmark Offshore

Gymboree

Penn Virginia

Vanguard Natural Resources

Akin Gump 3

CHC Group

Erickson

SunEdison

Kirkland & Ellis 3

Bonanza Creek 

Peabody Energy

Roust

Brown Rudnick 2
CHC Group

Ultra Petroleum

Paul Weiss 2
A.M. Castle

Ultra Petroleum

Quinn Emanuel 2
Core Entertainment 

Linn Energy

Financial Advisors Mandates Companies

Houlihan Lokey 9

21st Century Oncology

Core Entertainment

CHC Group

Erickson 

Gulfmark Offshore

Key Energy

SunEdison

Triangle USA Petroleum

Ultra Petroleum

PJT Partners 3

Chaparral Energy

Penn Virginia

Vanguard Natural Resources

Moelis & Co 2
Modular Space

Roust

GLC Advisors & Co 2
Basic Energy

UCI International

Backstop Advisors
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Peabody Energy

Amount
USD 1.5bn

Rights Offering: USD 750m
Equity Investment: USD 750m 

Plan Value
Equity Value: USD 3.1bn

Enterprise Value: USD 4.6bn

Discount to Plan 
Value

Rights Offering: 45%
Private Placement: 35%

Premiums / Fees
Backstop Commitment Premium: 8%

Break-up Fee: 8%
Monthly Ticking Fee: 2.5%

Private Placement 
Investors / Backstop 

Parties

Aurelius Capital Management
Contrarian Capital Management
Discovery Capital Management
Elliot Management Corporation

Panning Capital Management
PointState Capital

Advisors
Kramer Levin Naftalis & Frankel

Kirkland & Ellis
Skadden Arps

Use of Proceeds Plan recoveries

Venue Eastern District of Missouri

Judge Barry S. Schermer

• Peabody’s rights offering was by far the largest of the last two years:
USD 1.5bn of new money investment from existing creditors
through a USD 750m rights offering and a USD 750m private
placement.

• The USD 750m private placement was provided exclusively to
certain unsecured noteholders in exchange for mandatory
convertible preferred equity at a discount of 35% to plan value.

• Those noteholders were given the exclusive right to purchase 22.5% of the
preferred equity in the first phase of the private placement and the
opportunity to purchase pro-rata portions in two additional phases of 5%
and 72.5%.

• The noteholders also backstopped the rights offering, by which
holders of allowed second lien and certain general unsecured claims
were granted subscription rights to purchase USD 750m of new
common stock in the reorganized company.

• The rights offering stock was issued at an even higher discount to plan
value, 45%, or approximately double the average rights offering discount.

• The backstop parties/private placement investors were provided
with an 8% commitment premium / break-up fee and a 2.5% monthly
ticking fee (until the plan effective date).

• The rights offering and private placement were strenuously fought
by an ad hoc committee of convertible bondholders—led by Solus
Alternative Asset Management and represented by Milbank Tweed.

• Retail noteholders also lodged objections to the offerings.

Case Spotlight: Peabody Energy
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SunEdison

Amount
USD 300m

Rights Offering: USD 225m
Equity Investment: USD 75m 

Plan Value
Equity Value: USD 275m

Enterprise Value: USD 342m

Discount to Plan Value 2.4%

Backstop Commitment 
Premium

7%

Break-up Fee 3%

Original
Backstop Parties

Bank of America Merrill Lynch
BlackRock
Castlelake

Centerbridge
Cyrus Capital Partners

Stonehill Capital Management
Strategic Value Partners 

Tennenbaum Capital Partners

Additional 
Backstop Parties

Highbridge Capital Management
Morgan Stanley

P. Schoenfeld Asset Management
Whitebox Advisors

Advisors

Original Backstop Parties
Akin Gump

Houlihan Lokey
Additional Backstop Parties

Drinker Biddle & Reath

Use of Proceeds
Repay DIP Facility
Plan distributions

Venue Delaware

Judge Christopher Sontchi

• SunEdison’s plan was funded in part by a USD 300m rights offering
and direct equity offering that was financed by second lien creditors,
the class that seemed to drive SUNE’s entire Chapter 11 case.

• Second lien creditors that were accredited investors and whose debt
had not been rolled up through DIP financing provided USD 225m in
exchange for equity (SUNE and TERP) issued under the plan.

• The rights offering was complemented by a USD 75m direct equity
offering.

• The offerings carried a backstop commitment premium of 7%
(payable in stock), compared with a 3% break-up fee.

• The rights offering was fully backstopped by certain members of an
ad hoc group of second lien debt holders, represented by Akin Gump
and Houlihan Lokey, whose members also provided DIP financing
(twice).

• A  smaller group of second lien claimants challenged the offerings, 
joining convertible noteholder AQR Capital / CNH Partners. 

• In contrast, the UCC supported the rights offering.

• The objecting 2L group offered to backstop USD 200m of 
commitments, while AQR/CNH proposed funding USD 100m of the 
offerings with a lower commitment premium/break up fee. 

• The objecting 2L group withdrew its objection when its members were 
allowed to participate as backstop parties, while junior creditors 
AQR/CNH were not as lucky. 

• AQR/CNH is still challenging SunEdison’s plan through the appeals 
process after the Delaware bankruptcy court overruled its objections. 

Case Spotlight: SunEdison
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the players involved 

• Understand how regulatory 
developments are affecting asset-
backed securities 

• Capture early stage primary 
opportunities and stay on top of the 
leveraged market 
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Disclaimer

We have obtained the information provided in this report in good faith from sources that we consider 
to be reliable, but we do not independently verify the information. The information is not intended to 
provide tax, legal or investment advice. We shall not be liable for any mistakes, errors, inaccuracies or 
omissions in, or incompleteness of, any information contained in this report. All such liability is 
excluded to the fullest extent permitted by law. Data has been derived from company reports, press 
releases, presentations and Debtwire intelligence.

Debtwire is an Acuris company


