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Carlyle-backed 
Extreme Reach 
rating is cut at 
S&P Global
By Robert Daniel

•	 S&P pares corporate-credit rating to B-
•	 Outlook is negative
•	 Carlyle Group acquired Extreme Reach in June 2014

 
Extreme Reach’s potentially narrow 

margin of compliance with its leverage 
covenants in the next year and a half 
prompted Standard & Poor’s to cut its rat-
ing on the ad-services company.

S&P pared its corporate-credit rating on 
Extreme Reach to B- from B. The outlook 
is negative.

In addition, the credit-rating company 
reduced its issue-level rating on Extreme 
Reach’s first-out – higher priority for pay-
ment – revolving facility to BB- from BB. 
And it cut the first-lien term loan to B+ 
from BB-.

Extreme Reach, based in Needham, 
Mass., provides software and services for 
advertisers, production houses and agen-
cies to manage TV and video ad workflows. 

Its platform also ensures that ad rights are 
respected and talent gets paid.

Carlyle Group acquired Extreme Reach 
in June 2014 via Carlyle U.S. Equity Oppor-
tunity Fund.

Pricing and volume concern
“The downgrade ref lects … the 

increased risk that the company could vio-
late its leverage covenants if its operating 
performance remains weak,” S&P Global 
Ratings Analyst Dylan Singh said in a Sept. 
5 report.

Over the next 12 to 18 months, Singh 
expects “continued weak pricing and deliv-

ery volume trends in [Extreme Reach’s] TV 
ad delivery business.”

Singh pegs the cushion of compliance 
at 6% to 8% for 2017. This is the percentage 
of EBITDA above the level that the lever-
age covenant would require the company 
to maintain.

After the first quarter of 2018, the com-
pany’s leverage requirement steps down 
0.25x to 4.25x EBITDA. And the leverage 
figure must reach 4x in Q3 2018. S&P sees 
the cushion falling to a range of 4% to 7% 
in 2018.

To obtain an outlook upgrade to stable, 
Extreme Reach would need to build the 
covenant cushion to “comfortably above 
15%,” either as operations outperform 
S&P’s base-case scenario or because the 
company is able to amend its covenants.

A rating increase would require the 
company to build a more diverse revenue 
mix, particularly in its talent and digital 
segments, Singh wrote.

A spokesman for Carlyle referred ques-
tions to the company, which declined 
comment.
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LEVERAGED LOANS

Ratings Wrap-Up (August 30, 2017 - September 12, 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

9/7/17 Bain Capital; KKR & 
Co; Vornado Realty 
Trust

Toys "R" Us Inc. = S&P dropped Toys "R" Us' corporate credit 
rating to 'CCC+' from 'B-' and placed it on 
CreditWatch negative. 

The company faces high risk of 
restructuring with its upcoming debt 
maturities.

S&P

9/11/17 Blackstone Group Badger Intermediate 
Holdings LLC (dba Trilliant 
Food & Nutrition LLC)

< S&P assigned Badger Intermediate Holdings 
a 'B-' corporate credit rating. The outlook is 
positive.

The company has a narrow product 
focus, but a potential for increased 
sales and growth.

S&P

9/5/17 Carlyle Group Extreme Reach, Inc. = S&P lowered Extreme Reach's corporate credit 
rating to 'B-' from 'B'. The outlook is negative. 

Extreme Reach has thin margins and 
increased risk with its leverage with its 
continued weak pricing.

S&P

9/11/17 Energy & Minerals 
Group; OnyxPoint 
Global Management; 
Sable Management

Sable Permian Resources LLC ? S&P raised Sable Permian's corporate credit 
rating to 'CCC+' from 'CCC'. The outlook is 
negative.

Sable Permian's equity has been 
improving but its leverage is still seen 
as unsustainable. 

S&P

9/6/17 Hellman & Friedman Applied Systems Inc. ? S&P lowered Applied Systems' corporate credit 
rating to 'B-' from 'B'. The outlook is stable. 

The downgrade reflects Applied 
Systems' heightened leverage. 

S&P

9/8/17 Towerbrook Capital 
Partners

Floworks International LLC = Moody's dropped Floworks' corporate family 
rating to Ca from Caa3. The outlook is stable.

Floworks completed an exchange of its 
senior secured notes as a result of weak 
operating and credit metrics.

Moody's

9/7/17 Warburg Pincus CROSSMARK Holdings, Inc.  = Moody's downgraded CROSSMARK's Corporate 
Family Rating to Caa2 from Caa1. The outlook 
is negative.

CROSSMARK faces a risk of default with 
a highly-leveraged balance sheet and 
strained liquidity.

Moody's
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