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The Eurotunnel restructuring is probably one of the longest and most complex in history.  

In 1986, the Euro tunnel group was founded to carry out a joint project between the United
Kingdom and France to build a rail tunnel under the English Channel.  The group consists of
Eurotunnel plc (in the UK) and Eurotunnel S.A. (in France). 

The estimated cost of the project was £4.9bn but the final cost to complete the project was
around £10bn which is double the projected cost.  The business thereafter failed meets its
running costs by generating adequate passenger and cargo traffic to meet its forecasts. There
were many reasons for this failure.

Consequently, company struggled to pay its financial obligations and the debts had to be
restructured. The debt restructurings that followed were very complex and after many
unsuccessful attempts culminated in 2006. The sauvegarde restructuring proceedings were then
filed with the French court in August 2006 which was were simply the last chapter of a long story.

This case study identifies many important aspects that were identified in this restructuring
procedure.  A brief procedural history is provided and thereafter details of the parties involved, the
issues in dispute, the court ruling and analysis and a commentary on the cross-border relevance
is stated.

INSOL sincerely thanks Andrew DeNatale, Partner, White & Case, New York, Mark Glengarry,
from the same firm in London, and Geraldine Le Beuze, from the Paris office for producing this
excellent case study.  The time they spent on researching and writing this case summary is
greatly appreciated. 
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A. Introduction 

 Eurotunnel was a joint project between the United Kingdom and France to build a rail tunnel (the 
“Tunnel”) under the English Channel.  Eurotunnel plc (in the UK) and Eurotunnel S.A. (in France) 
make up the Eurotunnel Group, founded in August 1986, which manages and operates the 
Tunnel between the UK and France.  It operates the car shuttle and earns revenue on passenger 
and freight trains passing through the Tunnel.  

 
 The Tunnel was once expected to take nearly all business away from cross-channel ferry 

companies, but usage was much lower than the original projections.  The Tunnel cost around 
£10bn to build, over double its original estimate of £4.9bn. Heavily indebted, and finding it hard to 
attract business, the company struggled to pay principal and interest on the financing it received 
to fund construction.  The debt restructurings that followed were probably some of the longest 
and most complex in history and after many unsuccessful attempts culminated in 2006.  
 

B. Case name and date of decision 

Eurotunnel plc and Eurotunnel S.A. and associated companies, 2 August 2006 and 15 January 
2007. 

C. Case information  

Tribunal - Tribunal de Commerce de Paris, France1

Judge’s name : Mme Perrette Rey 

Supervising judge (juge commissaire) -  M Bernard Soutumier 

Deputy supervising judge (juge commissaire suppléant) -  M Jean-Philippe Klotz.2

Creditors’ representatives (mandataires judiciaires) 

 Maîtres Jean-Claude Pierrel and 

 Valerie Leloup-Thomas (the “Judicial Representatives”).3 

Court representatives (administrateurs judiciaires) 

 Maîtres Laurent le Guernevé and 

 Emmanuel Hess (the “Judicial Administrators”)4 

                                                 
1   The Tribunal de Commerce de Paris is not a specialist bankruptcy/insolvency court but has jurisdiction to 

decide general commercial disputes. Jurisdiction to bring sauvegarde proceedings is based on the 
geographic location of the debtor. 

2  The role of the Supervising Judge in a sauvegarde proceedings is to authorize certain types of decisions 
(e.g. payment of certain types of pre-insolvency claims, concluding settlement agreements,…) and to admit 
or reject the claims filed by creditors.  

3  The role of the Creditor Representatives in a sauvegarde proceedings is to oversee the compilation of a 
complete list of Eurotunnel’s liabilities and to audit the accuracy of claims with the possibility of only 
admitting part thereof and/or contesting some. They are also entitled to initiate legal actions on behalf of 
the creditors. 

1 
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Court representatives charged with supervising the implementation of the Safeguard plan 
(commissaries à l’execution du plan) 

 Maîtres Laurent le Guernevé and 

 Valerie Leloup-Thomas (the “Plan Supervisors”) 

D. Background summary 

The Eurotunnel restructuring is probably one of the longest and most complex in history.  The 
sauvegarde restructuring proceedings filed with the French court in August 2006 were simply the 
last chapter of a long story.   

Eurotunnel was a joint project between England and France to build the Tunnel under the English 
Channel.  A concession (the “Concession”) to operate the rail link was initially granted by the 
British and French governments until 2042 but in 1994 the length of the Concession was 
extended by 10 years until 2052; in 1997, the two States decided once again to extend the length 
of the Concession, this time until 2086. 

The Treaty of Canterbury, the basis for the existence of the Tunnel, signed in 1986, together with 
the Concession agreement, included the fundamental principal (insisted on by the British 
government) that no public funds were to be utilised in the building of the Tunnel.   Consequently, 
the Tunnel was built with funds from a public share issue in London and Paris and bank debt 
(with over 200 banks eventually included in the syndicate).  The group structure involved both a 
British (Eurotunnel plc) and a French listed company (Eurotunnel SA), initially each with 
management in their own country, but operating as one group.  However, from an early stage, 
there were problems.  After the inevitable construction issues, the business then failed to 
generate enough passenger and cargo traffic to meet the overly optimistic investor projections.  
The reasons for this are many and varied, but included competition from cross channel ferry 
operators and the rise of budget airlines.   

Various out of court restructurings and repackagings of the Eurotunnel debt took place over the 
1990s and the early part of the 21st Century. For example in September 1995 Eurotunnel 
stopped paying interest on the junior debt which triggered an 18 month standstill period during 
which time the President of the Tribunal de Commerce in Paris appointed two mediators 
(mandataires ad hoc) to facilitate restructuring negotiations which resulted in a £1 billion debt 
equity swap, a £1.2 billion issue of equity notes, £1.2 billion issue of participating loan notes, £1.5 
billion resettable bonds and a £4 billion balance of junior debt.  

There were further restructurings and bond issues in 2002 which left Eurotunnel with what was 
commonly regarded as one of the most complex capital structures in existence (see Box – 
Eurotunnel Capital Structure).  The various layers of senior and subordinated debt had the benefit 
of a single English and French security package which included the remedy of “substitution” – the 
right of lenders to substitute a company controlled by them to operate the Concession.  The 
senior lenders in effect controlled this right.  The majority of the remaining debt was controlled by 
a monoline insurance provider, MBIA. 

In 2004, there was a revolt by a number of small shareholders who succeeded in pushing through 
motions to dismiss the entire board of directors (most of whom were English) and replace them 
with a new, entirely French, board.   The shareholders of Eurotunnel at this stage comprised 
mostly French retail holders.  The new board insisted that the key to a restructuring was an 
absolute write down of debt by the financial creditors, with no change in the equity structure of the 

                                                                                                                                                             
4  The role of the Court Representatives was to observe together the management of Eurotunnel the 

restructuring negotiations and to assist in the development of the restructuring proposal. 
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companies.   Jacques Gounon joined the board as a non-executive director in December 2004 
and was appointed Chairman in February 2005.  

With further debt repayments facing Eurotunnel a waiver was finally agreed with the ad hoc 
committee of financial creditors in April 2005 (the “Restructuring Waiver”) and negotiations on a 
comprehensive balance sheet restructuring started in earnest. 

With the termination date of the Restructuring Waiver approaching on 31 January 2006, the first 
restructuring term sheet was agreed between the financial creditors and the company and a 
memorandum of understanding (the “MoU”) was signed at the end of January 2006.   The 
principle of a debt equity swap was agreed, with affected creditors being granted convertible debt 
instruments in place of existing Tier 3 debt and bonds.   

A second restructuring waiver period was put in place to allow the presentation to non-signatory 
creditors of the outline framework of the restructuring agreed between the company and the ad 
hoc committee of creditors.  In late April 2006, an association grouping together 60% of the bonds 
and other notes issued by Eurotunnel and named Arco was set up to represent about one third of 
the debt owed by the company.  Creditors forming this association included Deutsche Bank.  A 
level of discontent arose when the advisors to the Arco association were not given immediate 
access to examine the MoU, despite signing the requisite confidentiality agreement.  This lead 
Arco to suggest that it would be “irresponsible” for the debt to the restructured to favour the 
banking debt of the group and “sacrifice” the bondholders (source - Debtwire as at 2 May 2006  -
www://eu.debtwire.com). 

Negotiations continued to advance with the Ad Hoc Committee of Creditors into the summer and 
financing was sought from investment banks such as Citigroup, Goldman Sachs, Macquarie 
Group Limited and Barclays with a view to undertaking an English law scheme of arrangement to 
force through the agreed proposals. 

On 23 May 2006 Eurotunnel signed a binding Preliminary Restructuring Agreement with the Ad 
Hoc Committee which included a financing commitment from Goldman Sachs, Barclays and 
Macquarie. 

However, the terms of the Preliminary Restructuring Agreement were unacceptable to certain key 
subordinated debt holders and the company was forced to start all over again.  There were 
alternative debt restructuring proposal put forward, including one by Deutsche Bank which was 
dismissed as “misleading” by the Company (source - Debtwire as at 26 June 2006  -
http://eu.debtwire.com). 

The previous standstill period set forth in the financing documentation was due to end in August 
2006 the consequence of which would potentially trigger the acceleration of the entire debt.  

The new board attempted various restructurings and refinancing proposals, but in the end was 
unable to reach agreement with all of the multiple tiers of debt which would be necessary for any 
of the proposed plans.  The threat of filing for the new French sauvegarde procedure was made, 
and to many people’s surprise, the company went through with its threat and filed for sauvegarde 
on the eve of the standstill period ending.  The decision to file was in part driven by the 
restrictions on filing for sauvegarde.  As soon as the standstill ended, significant amounts of debt 
and interest would fall due for payment, and the company would be unable to pay them.  Until 
that time, it was able to pay its debts as they fell due.  However, a company in France may only 
avail itself of protection under sauvegarde if it is not in cessation de paiements (i.e. it must not be 
unable to pay its debts as they fall due).   
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Source – MBIA’s Eurotunnel Exposure; Description of FLF1 and FLF2; Eurotunnel’s Capital Structure 
30/9/2006 - www.mbia.com/investor/publications/eurotunnel0906.pdf 

Total MBIA Par Guaranteed
£852 and €365

($2,059)

Senior Facilities1

£140 and €141

Fourth Tranche
£47 and €120

Tier 1A
£740

Tier 1
£221 and €468

Tier 2
£400 and £720

Tier 3
£791 and €1,439

Receivables Advances
£159 and €445

Participating Loan Notes
£424 and €639

Stabilization Advances/Notes
£276 and €415

FLF2
£740

FLF2 Guaranteed Notes
£620

FLF2 Class A Notes
£120

FLF1
£432 and €745

FLF1 Senior
G Notes  - £47 and €365
A Notes  - £200 and €103

FLF1 Senior Subordinated
G Notes - £185

B Notes - £0.05 and €135

FLF1 Subordinated
C Notes - €142

£740

MBIA
£620

($1,161)2

MBIA
£232 and €365

($898)2

Eurotunnel Debt

£93 and €268

£93 and €268

£93 and €268

Senior and
Fourth Tranche
£187 AND €281

Junior Debt
£2,152 and €2,627

Infra-Junior” Debt
£839 and €1,473

Note:  Tier 1A and Tier 1 are pari passu.
(1) MBIA holds £13 million and €15 million.
(2) At 9/30/06 exchange rates.

Eurotunnel and FLF Capital Structures
£, € and $ in millions
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E. Procedural history 

An alert procedure was initiated on 12 February 2006 by the Commissaires au Comptes (French 
auditors).5 They considered that, given the uncertainties surrounding the nature of the business 
as a going concern, they could not certify the 2005 accounts. 

On 11 July 2006 an initial filing was made seeking sauvegarde protection, however, the hearing 
was adjourned by the Paris commercial court until 2 August 2006.  

On 2 August 2006 the request of Eurotunnel to be placed under the protection of the court 
pursuant to the “Procedure de sauvegarde” safeguard legislation was granted by the Paris 
commercial court. [See Appendix 1] The procedure protected the companies which formed 
Eurotunnel from its creditors whilst facilitating the design and implementation of a restructuring 
plan necessary for Eurotunnel to carry on as a going concern.  The protection period provided a 6 

                                                 
5   Under French law an auditor has a duty to notify the debtor’s local commercial court in the event it 

considers that the debtor is at risk of insolvency.  This is done on a highly confidential basis and thereafter 
the president of the local court will seek a dialogue with the debtor on its financial situation and whether it 
can continue as a going-concern. 
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month breathing space to the company from debt repayment.  The court appointed the Judicial 
Administrators to assist the company in presenting a recovery plan to the court and the creditors, 
and it appointed the Judicial Representatives to represent the creditors.  The main role of the 
Judicial Representatives was to oversee the compilation of a complete list of Eurotunnel’s 
liabilities and to audit the accuracy of claims with the possibility of only admitting part thereof 
and/or contesting some. 

On 26 October 2006 the board of Eurotunnel (the “Board”) approved proposals for a draft 
safeguard restructuring plan (the “Draft Safeguard Restructuring Plan Proposals”) which was put 
forward by the company with the support of the representatives nominated by the Paris 
commercial court.  The principal elements of the Draft Safeguard Restructuring Plan Proposals 
were: 

1. The creation of a new company, Groupe Eurotunnel, which would launch an Exchange 
Tender Offer (an “ETO”) to Eurotunnel’s current shareholders. 

2. Groupe Eurotunnel would then raise a new long term loan of £2.840 billion (less than half 
of the current debt) from an international banking consortium. 

3. Groupe Eurotunnel would then issue £1.275 billion of convertible hybrid notes.  The 
hybrid notes would be convertible over a maximum of three years and one month.  
Approximately 61.7% of the hybrids were to be redeemable by the company. 

4. Current Eurotunnel shareholders, who subscribed to the ETO, would hold a minimum of 
13% of the equity in Groupe Eurotunnel. They could subscribe directly to the hybrid, up to 
a value of £60 million (€ 87.7m) and would benefit from free warrants.   

On 1 November 2006 the Draft Safeguard Restructuring Plan Proposals, which the creditors were 
required to vote on, were circulated within the timetable set by the Paris commercial court. 

On 27 November 2006 the creditors voted in favour of the Draft Safeguard Restructuring Plan 
Proposals with 72% of the Eurotunnel creditors who were members of the financial 
establishments committee (which included creditors holding the junior and senior bank debt 
representing 70% of Eurotunnel’s total debt) voting in favour of the plan.  The result was obtained 
despite the absentation of certain hedge funds, who had unsuccessfully contested their inclusion 
in the financial establishments committee as constituted by the Judicial Administrators. 

On 14 December 2006, the Company’s subordinated debt holders voted to approve the Draft 
Safeguard Restructuring Plan Proposals. 

On 15 January 2007 the Paris commercial court rejected 33 appeals (tierces-oppositions) against 
the judgment of 2 August 2006 instituting sauvegarde proceedings.  [See Appendix 2] 

On the same day the Paris commercial court approved the safeguard restructuring plan.  [See 
Appendix 3] 

On 29 November 2007 the Paris court of appeals rejected the appeals of certain creditors against 
the judgments of 15 January 2007 relating to the opening of sauvegarde proceedings.  [See 
Appendix 4] 
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F. Main parties in dispute / involved 

Status of Party Advisers Name 

Debtor  Eurotunnel plc/SA (the Company) 

 Financial Advisor Lazard Frères 

 Financial Advisor Lehman Brothers 

 Financial Advisor Goldman Sachs 

 Lawyer Freshfields Bruckhaus Deringer 

 Lawyer FTPA 

 Lawyer Veil Jourde  

 Accountant KPMG 

 Accountant Mazars & Guerard 

Creditor  SNCF SA 

 Financial Advisor UBS AG 

Creditor  European Bank for Reconstruction and Development 
(EBRD) 

 Lawyer Kirkland & Ellis LLP 

Interested Party  Government of France 

 Financial Advisor Houlihan Lokey 

 Lawyer Paul Hastings Janofsky & Walker LLP 

Creditor  London & Continental Railways Limited (LCR) 

 Financial Advisor UBS AG 

Interested Party   Government of the UK 

 Financial Advisor Citigroup Inc 

Creditor/Monoline 
Insurer 

 MBIA Inc 

 Financial Advisor Blackstone Group Holdings LLC 

 Lawyer Cadwalader, Wickersham & Taft LLP 

Creditor  Secured Senior Lenders 
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Status of Party Advisers Name 

 Financial Advisor Kroll Talbot Hughes 

Eurotunnel (co-
financier creditor 
committee) 

  

 Financial Advisor Rothschild 

 Lawyer Linklaters 

Creditor  Eurotunnel note holders which were disputing 
subordinated creditors called the “bondholders” in 
the French proceedings (as funds did not constitute 
banks)). 

 Financial Advisor Close Brothers Group PLC 

 Lawyer Allen & Overy 

Creditor  Franklin Mutual Advisers and Oaktree Capital 
Management 

 Lawyer Debevoise & Plimpton 

 

Source – Debtwire as at 7/12/2006 – http://eu.debtwire.com  

G. Issues in dispute 

There were challenges to filing the English companies within the group in a French procedure – 
the issue was whether, under the EC Regulation on Insolvency Proceedings ((EC) No 
1346/2000), the centre of main interest (COMI) of such companies was truly in France. 

H. Court ruling and analysis 

Although French courts rendered a different decision for each company of the group, and took 
into account the specificities of each company, the overarching reasoning for the decisions was 
stated to be that the 17 companies constituted in reality a single business and the single 
business's COMI was in France.  The Paris commercial court particularly emphasized the fact 
that the management of the whole group had been delegated to a “Coordination Committee” and 
an “Executive Committee”, which held their meetings in France and comprised a very large 
majority of French people, and which both were chaired by the French president of the group, Mr. 
Gounon.  The Paris commercial court also emphasized the fact that third parties were aware of 
this organization through Eurotunnel’s annual reports and press releases. 

The Paris court of appeal rejected the appeals against the judgments rendered by the Paris 
commercial court on the grounds that creditors are not entitled to appeal against a judgment 
instituting insolvency proceedings unless they demonstrate that this decision caused them 
specific damages, i.e. their situation is different from that of the other creditors. 
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I. Commentary on cross-border relevance 

The Eurotunnel decision is an important decision on the concept of “centre of main interest” under 
the EC Regulation on Insolvency Proceedings and in turn for countries that have enacted that 
UNCITRAL Model Law on Cross Border Insolvency.  However the practical result, in finally 
restructuring the companies in charge of operating the Channel Tunnel rail link after twenty years 
of trying, was the single most important outcome. 

J. Useful information  

Docketed orders 

Identify each link to say  

(i) For an example of the order by the Paris commercial court on 2 August 2008 approving 
the request of Eurotunnel to be placed under the protection of the court pursuant to the 
“Procedure de sauvegarde” safeguard legislation, please click here [See Appendix 1]. 

(ii) For an example of the order by the Paris commercial court on 15 January 2007 rejecting 
the appeals against the judgment of 2 August 2006 instituting sauvegarde proceedings, 
please click here [See Appendix 2]. 

(iii) For an example of the order by the Paris commercial court on 15 January 2007 approving 
the safeguard restructuring plan, please click here [See Appendix 3]. 

(iv) For the order by the Paris court of appeals on 29 November 2007 rejecting the appeals of 
certain creditors against the judgments of 15 January 2007 relating to the opening of 
sauvegarde proceedings, please click here [See Appendix 4]. 

Link to court website 

www.greffe-tc-paris.fr/anglais/judicial_activities/judicial_activities.htm 
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