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By Molly Smith 
(Bloomberg) -- Diebold Nixdorf Inc., the cash-strapped ATM 
maker, could theoretically unlock unlimited borrowing capacity 
if it succeeds in negotiating easier terms with some of its 
lenders. 
The company is seeking to modify its debt covenants to 
allow greater leverage, in what would be the second change on 
the terms in four months. The discussions began after North 
Canton, Ohio-based Diebold reported an unexpected second-quarter 
loss at the beginning of August and has been forced to buy up 
the remaining shares of a company it acquired in 2016. 
Another $185 million worth of share redemptions could be 
coming. That, on top of the company’s projection for cash burn 
of around $100 million for the year, instead of a positive $50 
million, has some analysts speculating that the company will 
soon need to access more capital. A representative for Diebold 
declined to comment. 
The biggest obstacle, according to analysts, is that 
Diebold’s loan agreements limit its net debt to 4.75 times a 
measure of its earnings, a provision known as a maintenance 
covenant. The company expects to fail that test at the end of 
the third quarter because its adjusted earnings before interest, 
tax, depreciation and amortization will be too low, and the 
ensuing default could stand in the way of Diebold accessing more 
cash. 
Getting the new funds could involve setting up an 
unrestricted subsidiary, which, once created, could incur 
unlimited amounts of debt and wouldn’t be subject to any 
covenants under the company’s current credit agreement -- so 
long as the entity is foreign and the investment comes from 



another foreign subsidiary. However, Diebold needs to be in 
compliance with its existing maintenance covenant in that 
agreement before it can create the new entity, Xtract Research 
analyst Jenny Warshafsky said in a report Wednesday. 
This would require the cooperation of lenders of its term 
loan A and revolver, debt instruments that currently require the 
leverage test. Those discussions have so far been “constructive 
and productive,” and the company expects to reach a resolution 
in the near-term, Diebold said in a statement Monday. 
Lender cooperation would also be required for the company 
to access another $400 million of credit that, once incurred, 
doesn’t need to meet a leverage ratio test, Warshafsky said. 
“The maintenance covenant is the number one issue here.” 
said Ian Feng, an analyst at Covenant Review. “It blocks the 
company’s flexibility in a lot of ways.” 
 
Foreign Subsidiary 
 
Diebold wouldn’t, however, need lenders’ consent to tap 
$100 million in a separate basket that can be used by a foreign 
subsidiary. Existing term loan holders wouldn’t have a say 
because foreign subsidiaries aren’t guarantors, and the new 
funds wouldn’t be subject to a leverage ratio test once 
incurred, Xtract’s Warshafsky said in an interview. 
Not all analysts see the raise as necessary. Diebold had 
almost $300 million of cash and $380 million available in its 
revolving credit line as of June 30, both of which have since 
been drawn down recently to meet $255 million worth of share 
redemptions. Even so, current liquidity is adequate to meet the 
company’s needs, S&P analysts Shailendra Pamnani and David Tsui 
said in an interview. 
But if the remaining $185 million of outstanding Wincor 
Nixdorf shares are put back to Diebold, that could force some 
sort of debt raise, the analysts said, noting that it would be 
dependent on the size of the redemption and how much cash the 
company wants to maintain. JPMorgan has said the additional 
redemptions could “force a liquidity crisis.” 
When Diebold bought Wincor Nixdorf two years ago, a 
minority of the German company’s shareholders didn’t sell. Those 
holdout shareholders have the right to sell their shares to 
Diebold at 55.02 euros apiece. Earlier this month, those shares 
dipped to just above 50 euros on an intraday basis, spurring 
investors to buy the shares and sell them to Diebold. 
 
 
 


