
 

 

THIS IS AN IMPORTANT DOCUMENT AND REQUIRES YOUR IMMEDIATE ATTENTION 

This Supplementary Notice of Meetings and Explanatory Memorandum should be read in conjunction with Elanor’s 

Notice of Meetings and Explanatory Memorandum dated 29 May 2023 which is available on the ASX and on Elanor’s 

website. If you are in any doubt about the information provided or the action you should take, you should consult your 

financial, taxation or other professional adviser. Should you wish to discuss the matters in this Supplementary Notice 

of Meetings and Explanatory Memorandum, please contact the Elanor Securityholder Information Line on 1300 855 

080 for callers within Australia or +61 3 9415 4000 for callers outside of Australia between 8:30am and 5:30pm Sydney 

time Monday to Friday. 
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Supplementary  
Notice of Meetings of 
Securityholders and Explanatory 
Memorandum 

16 June 2023 

Dear Securityholder,  

As Securityholders are aware, Elanor Investors Group (“Elanor”) issued a Notice of Meetings of 
Securityholders and Explanatory Memorandum dated 29 May 2023 (“EM” or “NoM”) calling the meetings of 
Securityholders to be held on Friday, 30 June 2023 at 10:00am (Sydney time) at The Boyd Room, Level 2, 
Amora Hotel Jamison, Sydney. As set out in the NoM, the meetings relate to the proposed acquisition by 
Elanor Investors Group (“Elanor”) of the Australian real estate funds management business (“CRE”) owned 
by Challenger Limited (ASX:CGF) (“Challenger”) (“Transaction”). References to sections and defined terms 
are as set out in the NoM. 

In this letter we provide Securityholders with: 

 an update on progress with the transfer of third-party institutional mandates; 

 information relating to the proposed transfer by Challenger of certain Consideration Securities to one of 
the third party institutions whose funds are managed as part of the CRE business; 

 details relating to the proposed issue of options over unissued ENN Securities to that third party institution. 

If you are eligible to vote and have already submitted a proxy form, you can submit the proxy form attached if 
you wish to change your vote (failing which your original proxy form will be treated as being valid). 

Update on transfer of third-party institutional mandates 

Elanor is pleased to inform Securityholders that all third-party institutional mandates, save for one third-party 
advisory only mandate, will transfer to Elanor as part of the Transaction. Incremental AUM remains at $3.4 
billion. 

The Purchase Price for CRE on Completion has been confirmed as $37.7 million. Elanor will accordingly:  

 issue 24.8 million securities (“Consideration Securities”) as consideration for the acquisition of CRE, 
representing up to 16.7% of ENN securities on issue (“Consideration”) at Completion; and 

 be entitled to clawback an amount of up to 15.7 million Consideration Securities over three years, being 
approximately 63% of the confirmed Purchase Price. 

In the NoM Securityholders were informed that Consideration Securities: 

 are subject to clawback provisions (of up to approximately 63% over three years) based on certain 
milestones, including minimum base funds management fee targets not being achieved post Completion 
for the three years ending 30 June 2026; and 
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 will, subject to certain clawback provisions, and subject to certain customary exceptions, be held in escrow 
until 30 June 2026. 

Proposed transfer by Challenger of certain Consideration Securities 

As part of the transfer of the third-party institutional mandate with a subsidiary of Abu Dhabi Investment Council 
Company P.J.S.C. (“ADIC”), Challenger:  

 is, subject to certain conditions, proposing to transfer 4.5 million of the Consideration Securities issued to 
Challenger upon Completion to ADIC (“ADIC Securities”); and 

 has requested that, on Completion, the ADIC Securities be released from escrow and transferred by 
Challenger to ADIC. 

It is proposed the ADIC Securities will be subject to similar escrow arrangements as have been agreed 
between Elanor and Challenger in the Share Sale Agreement and Escrow Deed. The Board has unanimously 
agreed to this request. 

On Completion of the Transaction, Challenger will hold a 13.7% (previously 16.7%) interest in Elanor and ADIC 
will hold a 3.0% interest.1 The 20.3 million Consideration Securities held by Challenger after transferring the 
ADIC Securities to ADIC will remain subject to the escrow and clawback provisions as set out in the NoM. 

It is important to note that Elanor is still able to clawback an amount of up to 15.7 million Consideration 
Securities, being 63% of the confirmed Purchase Price, if:  

 certain key investment management agreements are terminated within nine months of Completion; 

 certain financial metrics in respect of the CRE business are not achieved for the three financial years 
ending 30 June 2026; and/or 

 notice terminating the CLC IMA is given, or the CLC IMA is terminated, prior to 30 June 2026 (subject to 
certain exceptions). 

Accordingly, Elanor’s downside risk protection is unchanged.  The percentage of Consideration Securities 
actually held by Challenger which are subject to clawback by Elanor in terms of the Transaction will increase 
to 77% (previously 63%).2  This is due to the reduced number of Consideration Securities that Challenger will 
hold post transfer of the ADIC Securities to ADIC. Elanor has been informed that the ADIC Securities will, in 
terms of the proposed agreement between Challenger and ADIC, be subject to claw back by Challenger under 
certain circumstances (“Challenger Clawback”). The terms of the Challenger Clawback have not been 
disclosed to Elanor. 

Elanor’s AUM, post transaction, will remain at $6.4 billion as the mandate that is not transferring did not 
incorporate any AUM. As highlighted in the NoM, the Transaction delivers a step-change in size and scale for 
Elanor, increasing AUM from $3.0 billion to $6.4 billion, with the strategic partnership with Challenger 
positioning Elanor for further strong growth. 

 

1 Assuming the ADIC Securities are transferred by Challenger to ADIC. 

2 Assuming the ADIC Securities are transferred by Challenger to ADIC. 
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Elanor has also confirmed the expected cost structure of CRE post acquisition. Under the expected ongoing 
cost structure, incremental annual EBITDA from the acquisition of CRE is forecast to be in excess of $12 million 
(estimated at $9 million in the EM).3 

Grant of Options to ADIC 

Elanor will grant options (“Options”) to ADIC to acquire up to 7.5 million new ENN Securities which will vest 
and become exercisable subject to certain conditions, including receipt by Elanor of a confirmation that the 
transfer of the existing ADIC institutional mandates with CRE has occurred. ADIC’s interest in Elanor will 
increase to 7.7% if all the Options are vested and exercised and ADIC retains all the ADIC Securities that 
Challenger is proposing to transfer to it (as described above). 

Elanor is not seeking Securityholder approval for the issue of the Options, but the issue of the Options will only 
proceed if the Consideration Securities are issued (and will occur at the same time as the Consideration 
Securities are issued). 

The Company and the Responsible Entity determined that granting the Options is in the best interests of 
Securityholders as it further aligns the interests of ADIC with Elanor, noting that:  

 two thirds of the Options are subject to ADIC contributing additional AUM to existing mandates; and  

 the exercise price of the Options is materially in excess of the prevailing market price of ENN Securities 
as at the date of this document. 

The Options will be exercisable in three equal tranches of 2.5 million ENN Securities over the next three years 
following the transfer of the ADIC institutional mandate with exercise prices of $2.25 for the first tranche, $2.50 
for the second tranche and $2.75 for the third tranche (per ENN Security). Each of tranches 2 and 3 have 
vesting milestones linked to ADIC increasing investment mandates with Elanor by a further $0.25 billion in 
AUM.  

The vesting periods for each of tranches 2 and 3 can be extended by 18 and 6 months respectively in 
circumstances where ADIC has provided commitments to increase AUM under Elanor’s management, but 
funds have not yet been contributed. In these circumstances, Options can be exercised in stages: 

 pro rata in respect of AUM actually contributed by ADIC as at 2 years after the transfer of the ADIC 
institutional mandate for tranche 2, and 3 years after the transfer of the ADIC institutional mandate for 
tranche 3;  

 then, 20% of the Options for each of tranche 2 and tranche 3 can be exercised for each $50 million of 
additional AUM actually contributed; and 

 finally, pro rata in respect of any additional AUM actually contributed up to a total of $0.25 billion in respect 
of each of tranche 2 and 3. 

In calculating whether ADIC has contributed sufficient additional AUM, additional AUM in relation to existing 
institutional mandates where ADIC provides further equity or which arises following revaluation of assets under 
management under certain circumstances must be included. 

 

3 Incremental EBITDA represents forecast FY24 CRE funds management EBITDA normalised for corporate overheads and expected synergies. 
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The exercise price for each tranche will be subject to adjustment in accordance with a formula consistent with 
Listing Rule 6.22 which adjusts the exercise price where there is a pro rata issue to Securityholders at a price 
that is less than the market price of ENN Securities based on a 5 trading day VWAP.  In addition, the number 
of ENN Securities issued in respect of the Options will be subject to:  

 increase where there is a bonus issue of ENN Securities so that ADIC receives a number of ENN Securities 
on exercise of Options equal to the number of ENN Securities it would have received if it had exercised 
the Options before the record date for the bonus issue; and 

 adjustment where there is a reorganisation of ENN Securities so that ADIC is treated in the same manner 
as Securityholders under the reorganisation. 

Finally, the number of ENN Securities issued in respect of tranche 2 and 3 will be subject to downward 
adjustment if the base management fee earnt by Elanor in respect of additional AUM for tranche 2 and 3 is 
less than $1,250,000 per annum. 

The following table summarises the options to be granted to ADIC. 

Option tranches 

   Tranche A Tranche B Tranche C 

Options (#m)  2.5 2.5 2.5 

Strike price ($)  2.25  2.50  2.75  

Exercise period (from Completion) (years)  1.0 2.04 3.05 

About ADIC 

The Abu Dhabi Investment Council is an investment arm of the Government of Abu Dhabi. The Council 
commenced operation in April 2007 and is responsible for investing available financial resources through a 
globally diversified investment strategy, targeting positive capital returns through an expansive portfolio of 
highly diversified asset classes and active investment management strategies. 

In 2019 Abu Dhabi Investment Council became a part of Mubadala Investment Company, the Abu Dhabi-
based investment and development company, also owned by the Government of Abu Dhabi. 

Update on Control effect of the Selective Buy-Back and Selective Reduction 

The dilution effect to Challenger of the clawback (which, as explained in the EM, will occur by way of a Selective 
Buy-Back and Selective Reduction) will vary depending on the number of Consideration Securities actually 
clawed back by Elanor, and whether or not Challenger claws back any ADIC Securities from ADIC. The extent 
of any increase in other Securityholders’ holdings (as a percentage of the total ENN Securities on issue) will 
depend on the number of Consideration Securities actually clawed back by Elanor.  

As described above, the ADIC Securities will also be subject to clawback by Challenger in certain 
circumstances. If this occurs, this will have a dilutive effect on ADIC’s securityholding, the extent of which will 
depend on the number of ADIC Securities actually clawed back by Challenger from ADIC. 

 

4 Can be extended by 18 months. 
5 Can be extended by 6 months. 
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No Securityholder is currently in a control position and, based on the current ENN register, the Selective Buy-
Back and Selective Reduction will not in of itself place any Securityholder in a control position. The actual 
impact on control will vary over time and is dependent on the ENN register at the relevant time. 

The table below illustrates the control effect of the Selective Buy-Back and Selective Reduction to Challenger 
and other Securityholders based on Elanor’s securityholding structure upon Completion of the Transaction (for 
the Purchase Price) as at the date of this document, assuming: 

(i) the Purchase Price is $37.7 million and is not reduced any further prior to Completion; 

(ii) certain key investment management agreements are not terminated within nine months of 
Completion; 

(iii) the ADIC Securities have been transferred to ADIC by Challenger on Completion; 

(iv) no ADIC Securities have been clawed back by Challenger in terms of the Challenger Clawback; 

(v) different numbers of Consideration Securities are clawed back from Challenger by Elanor; and 

(vi) no additional ENN Securities are issued on a non-pro rata basis following Completion, including 
pursuant to:  

a. any Option having been exercised by ADIC; and 

b. any employee incentive scheme. 

 

Consideration control effect of Buy- Back and Selective Reduction on Purchase Price6   

Percentage of Consideration 
Securities clawed back 

(%) Example 1 Example 2 Example 3 Example 4 

  -7   17%8   33%9   50%10  
      

Consideration ($m) 37.7  37.7  37.7  37.7  

Clawback Amount ($m) -  (6.4) (12.5) (18.9) 

Consideration post clawback ($m) 37.7  31.3  25.3  18.9  

      
% ENN SOI     

Challenger (%)  13.7%   11.2%   8.6%   5.8%  

ADIC (%)  3.0%   3.1%   3.2%   3.3%  

Other securityholders (%)  83.3%   85.7%   88.1%   90.9%  

 

 

6 The original table in the notice of meetings and explanatory memorandum dated 29 May 2023 that related to the maximum clawback included the effect of 
both (i) the Selective Buy-Back and Selective Reduction and (ii) the reduction on Purchase Price where certain third-party institutional mandates were not 
transferred. Since release of that document the intention of the respective third-party institutions to transfer the AUM to Elanor has been confirmed. As such 
the table contemplates a Selective Buy-Back and Selective Reduction related to base management revenue targets only and does not align to the 
maximum control effect in the notice of meetings and explanatory memorandum from 29 May 2023. 

7 Assumes no Consideration Securities were clawed back. 
8 Assumes 17% of the Consideration Securities were clawed back, being 4.2 million ENN Securities. 
9 Assumes 33% of the Consideration Securities were clawed back, being 8.2 million ENN Securities. 
10 Assumes 50% of the Consideration Securities were clawed back, being 12.4 million ENN Securities. 
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The following table illustrates the control effect of the Challenger Clawback by Challenger to ADIC, Challenger 
and other Securityholders based on Elanor’s securityholding structure upon Completion of the Transaction (for 
the Purchase Price) as at the date of this document assuming: 

(i) the Purchase Price is $37.7 million and is not reduced any further prior to Completion; 

(ii) certain key investment management agreements are not terminated within nine months of 
Completion; 

(iii) the ADIC Securities have been transferred to ADIC by Challenger on Completion; 

(iv) ADIC has fully exercised its Options;  

(v) Elanor has clawed-back 50%11 of the Consideration Securities from Challenger pursuant to the 
clawback provisions in terms of the Share Sale Agreement; and 

(vi) no additional ENN Securities are issued on a non-pro rata basis following Completion, including 
pursuant to: 

a. any Option having been exercised by ADIC; and 

b. any employee incentive scheme. 

 

Consideration control effect of Buy- Back and Selective Reduction on Purchase Price 

ADIC has fully exercised its options       
  

 
No clawback 

Challenger has fully 
clawed back the 
ADIC Securities 

Challenger has not 
clawed back any 
ADIC Securities Clawback  

     

Consideration ($m) 37.7  37.7  37.7  

Clawback ($m) -  (18.9) (18.9) 

Consideration post clawback ($m) 37.7  18.9  18.9  

     
% ENN SOI    

Challenger (%)  13.1%   7.1%   5.5%  

ADIC (%)  7.7%   6.8%   8.4%  

Other securityholders (%)  79.3%   86.1%   86.1%  

 

The following table illustrates the control effect of the Challenger Clawback by Challenger to ADIC, Challenger 
and other Securityholders based on Elanor’s securityholding structure upon Completion of the Transaction (for 
the Purchase Price) as at the date of this document assuming: 

(i) the Purchase Price is $37.7 million and is not reduced any further prior to Completion; 

(ii) certain key investment management agreements are not terminated within nine months of 
Completion; 

(iii) the ADIC Securities have been transferred to ADIC by Challenger on Completion; 

 

11 Namely, 12.4 million ENN Securities. 
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(iv) ADIC has not exercised any of its Options; 

(v) Elanor has clawed-back 50%12 of the Consideration Securities from Challenger pursuant to the 
clawback provisions in terms of the Share Sale Agreement; and 

(vi) no additional ENN Securities are issued on a non-pro rata basis following Completion, including 
pursuant to: 

a. any Option having been exercised by ADIC; and 

b. any employee incentive scheme. 

 

Consideration control effect of Buy- Back and Selective Reduction on Purchase Price 

ADIC has not exercised any of its Options       
  

 
No clawback 

Challenger has fully 
clawed back the 
ADIC Securities 

Challenger has not 
clawed back any 
ADIC Securities Clawback  

     

Consideration ($m) 37.7  37.7  37.7  

Clawback ($m) -  (18.9) (18.9) 

Consideration post clawback ($m) 37.7  18.9  18.9  

     
% ENN SOI    

Challenger (%)  13.7%   9.1%   5.8%  

ADIC (%)  3.0%   -   3.3%  

Other securityholders (%)  83.3%   90.9%   90.9%  

 

Disadvantages and risks associated with the Options and transfer of ADIC 
Securities by Challenger 

Dilution: If the Options are exercised, existing Securityholders’ voting power in the Group will be diluted. There 
is a risk that the agreed exercise price of the respective Options (currently above prevailing market price) may 
be at a discount to the prevailing market price of the ENN Securities on the issue date. If this risk materialises, 
there will be a value dilution to existing Securityholders. 

Concentration: Assuming ADIC exercised all of the Options, the combined holding of ENN Securities by both 
ADIC and Challenger will be between approximately 14%13 and 21%14. Accordingly, each of ADIC and 
Challenger individually and in the event that they are acting concert may be in a position to exert influence 
over matters relating to Elanor. Although the interests of ADIC, Challenger and other Elanor Securityholders 
are likely to be aligned in most cases, there may be instances where their respective interests diverge. 

 

12 Namely, 12.4 million ENN Securities. 

13 Assuming Consideration Securities are clawed back from Challenger by Elanor pursuant to the clawback mechanism as detailed in the Explanatory 
Memorandum. 

14 Assuming Elanor does not claw back any Consideration Securities from Challenger pursuant to the clawback mechanism as detailed in the Explanatory 
Memorandum. 



Supplementary Notice of Meetings of Securityholders  
and Explanatory Memorandum 

 8

Forward looking statements 

This Supplementary Notice of Meetings of Securityholders may contain statements which are considered to 
be forward-looking. Forward looking statements may involve significant elements of subjective judgment, 
assumptions as to future events, and analysis and are subject to uncertainties, risks and contingencies, many 
of which are outside the control of, and are unknown to, the Company and the Responsible Entity (and their 
Directors, officers, employees, agents or associates).  

For a summary of certain general and Elanor specific risk factors that may affect Elanor, Securityholders are 
referred to the relevant disclaimers and risks associated with approval of the Resolutions as set out in the 
Explanatory Memorandum and this Supplementary Notice of Meetings of Securityholders. 

This Supplementary Notice of Meetings of Securityholders and Explanatory 
Memorandum  

It is important that you do not rely solely on this supplementary information in deciding how to vote on the 
Proposal. You should also read the Notice of Meetings of Securityholders and Explanatory Memorandum dated 
29 May 2023 that has already been made available to you.  

How to Vote 

The Meetings will be held on Friday, 30 June 2023 at 10.00am at The Boyd Room, Level 2, Amora Hotel 
Jamison Sydney, 11 Jamison Street, Sydney NSW 2000 (subject to any update to that timing or venue before 
the Meetings which would be communicated by email and announced on ASX) for the purpose of voting on 
the Resolutions.  

Important Information regarding the Appointment of a Proxy 

An additional proxy form accompanies this Supplementary Notice of Meetings of Securityholders and 
Explanatory Memorandum. 

If you are eligible to vote and have already submitted a proxy form, you can submit the proxy form attached if 
you wish to change your vote (failing which your original proxy form will be treated as being valid). 

To be effective the additional proxy must be received by Computershare in accordance with the instructions 
on the additional proxy form at the postal address, fax number or website below, not later than 10.00am 
(Sydney time) on Wednesday, 28 June 2023: 

Computershare Investor Services Pty Limited 
GPO Box 242, Melbourne VIC 3001, Australia 

Or to:  Fax 1800 783 447 
if overseas to: +61 (3) 9473 2555 

Or:  Online at www.investorvote.com.au 
Instructions on how to lodge online can be found on the Proxy Form 

For Intermediary Online subscribers (custodians) go to: www.intermediaryonline.com 
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Relevant information of the Meetings (including as to location, time and manner of voting) are set out in the 
Notice of Meetings of Securityholders and Explanatory Memorandum dated 29 May 2023. 

 

Securityholders are strongly encouraged to lodge a directed Proxy Form prior to the Meetings in 
accordance with the instructions in the Notice of Meetings. 

 

Yours sincerely, 

 

 

Paul Bedbrook 
Chair 
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