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June 29, 2020 

 

 

 

 

Waste Management 

eegl@wm.com 

matthew.nelson@advanceddisposal.com  

mark.nighbor@advanceddisposal.com 

 

 

 

RE: Special Mandatory Redemption Provision update 

 

 

Dear Sir or Madam: 

 

The Credit Roundtable’s1 Special Mandatory Redemption Provision (“SMR”) Working 

Group appreciates the opportunity to revisit our 2018 SMR White Paper (see attached). In the 

spirit of enhancing market efficiency through greater transparency and clarity of 

outcomes, we also want to highlight a current SMR market event that has caught our attention. 

 

As we note in our 2018 SMR White Paper, the general purpose of an SMR provision is to help 

the issuer reduce its funding risk related to an acquisition.  However, we are concerned that these 

provisions have become too flexible, and by imposing greater deal risk on bond investors (given 

the lack of transparency of negotiations), investors are increasingly exposed to unhedgeable rate 

and refinancing risk due to the use of a rigid fixed redemption price methodology (e.g., 101%). 

The  Credit Roundtable’s (“CRT”) proposed SMR language is to utilize standard investment 

grade call pricing conventions in order to more ratably share the risks between issuer and 

investors. We urge market issuers to utilize CRT’ proposed Special Mandatory Redemption 

language as a standard for best practice for bond indentures containing Special Mandatory 

Redemption provisions used to facilitate prefunding of contemplated acquisitions.  

 

A recent conference call update on the topic of SMRs drew substantial interest from many CRT 

members and other market participants that are holders of Waste Management (“WM”) bonds. In 

particular the Notes issued in 2019 to finance your pending acquisition of Advanced Disposal 

Services Inc. (“ADSW”). In a recent announcement, WM stated the ADSW acquisition will be 

delayed, and consequently that the company plans to redeem the 2024, 2026, 2029 and 2039 

Notes pursuant to the Special Mandatory Redemption Provision (“SMR”). This has caused the 

price of these Notes to decline sharply given your high coupons, increasingly longer tenors, and 

the fixed 101% redemption price on all WM’s SMR bonds.  

 

 
1 Formed in 2007, The Credit Roundtable (“CRT”), , is a group of large institutional fixed income managers including 

investment advisors, insurance companies, pension funds, and mutual fund firms, responsible for investing more than 

$3.8 trillion of assets. The Credit Roundtable advocates for creditor rights through education and outreach and works to 

improve fixed income corporate actions, ineffective covenants, and the underwriting and distribution of corporate debt. 

Its mission is to improve risk assessment and management through education and seeks to benefit all bond market 

participants through increasing transparency, market efficiency, and liquidity. 
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This news came as a surprise to many bond investors, who have noted that on WM’s first quarter 

earnings call on May 6th and as late as June 10th, your  public statements were that the 

transaction was “still on track to close by the end of the quarter.” We find the abrupt extension of 

the expected transaction, close to the end of the third quarter, inconsistent with that 

recent guidance. This demonstrates the difficult position that Investors face with bonds that 

include SMRs, as currently structured. 

  

While we are not disputing the company’s obligations to comply with the provisions of the SMR, 

we would strongly recommend that WM attempt to pursue alternative courses before redeeming 

these bonds if the acquisition is still pending. Two potential alternative courses are a consent 

solicitation to modify the expiration of the SMR to move in lock step with dates in the amended 

ADSW merger agreement or an exchange offer to accomplish a similar outcome.  We believe this 

is more consistent with the spirit of the SMR language and would likely be well received by 

holders. CRT members and institutions friendly to CRT are in a position to act quickly and 

efficiently to accomplish such a change prior to July 14, 2020. 

 

Thank you for this opportunity to reiterate our recommendation for an industry best practice in 

regards to the standardization of SMR clauses and to note our members concern with WM’s 

current application of the SMR related to the ADSW acquisition.  We welcome the opportunity to 

discuss our concerns, opinions and recommendations in greater detail.  Please direct any 

questions to Kelly Byrne Skarupa of The Credit Roundtable at kbyrne@taminc.com or (914) 332-

0042. 

 

 

 

  

Sincerely, 

The Credit Roundtable 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ENC:  The Credit Roundtable SMR Working Group White Paper. 
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