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Restructure and workout solution report 

 

About our Client 

Our Client was a 30 year B2B which had enjoyed growing revenue and healthy profit margins thru out its history. In 

2008, revenue was over $20,000,000 for the first time in the Company’s history and their operating margin was 

15%. 

 

The Challenge 

Due to the deep financial recession in the United States, the company’s revenue for 2009 declined, by 

approximately 18%, to $16,300,000. The company did not adjust their costs in-line with the new revenue, thereby 

incurring an operating loss. Believing that the market would improve, they relied on increased trade credit to 

make-up for negative cash flow. By the end of their fiscal year, accounts payable had almost doubled, the company 

was several months behind on their rent and in default of their bank and leasing obligations. Reorganization, under 

protection of a chapter 11 bankruptcy was not an option. Debtor-in –possession financing was not possible to 

obtain and the company could not fund itself. A chapter filing would lead to liquidation. Furthermore, the 

company’s principals had guaranteed both bank debt and capital leases. The banks and leasing companies would 

come after the principal’s guarantees and either bankrupt them or severely impact them. In addition to the 

financial fortunes of the shareholders, the jobs of about 300 people were at stake. 

 

Performance 

Time was the most important factor. Several trade creditors had brought lawsuits and it was just a matter of time 

before they grouped together and through the company into involuntary bankruptcy. So the strategy was to see if 

we could put together a realistic plan and forecast that would get the approval of the company’s banks and leasing 

companies and use their acceptance of the plan to convince the trade creditors to accept partial forgiveness and 

term out the remainder over a period of time that the new plan would show the company could perform under. 

 

Over a two week period, Granite met with management and put together a new plan and forecast. The forecast 

called for a further 2 % decline in revenue in each of the next two years even though industry experts were 

expecting flat revenues for the first year and a 3% increase in year two. We were able to cut expenses by 



approximately 25% through a combination of layoffs (45 employees), salary reductions and other cost cuts. At the 

reduced revenue level, this would result in a 9%-10% operating margin.  

 

In the third and fourth weeks we met with representatives of the two banks and the two leasing companies. We 

were able to convince the leasing companies to refinance the present outstandings over 48 months and were able 

to convince the banks to not only restructure the company’s existing debt by extend new term debt. We were able 

to show the banks that the new plan and forecast were highly achievable and did not rely on any increase in 

revenue or market share.  

 
With the banks acceptance of our plan, we were able to convince the trade creditors that it was better for them to 

be part of the restructure than to pursue their claims through legal action.  

 

Using the incremental term debt to make small down payments on the company’s trade debt awe were able 

receive forgiveness averaging 20%, with the remainder termed out over two years. 

 

Result 

The company achieved 99% of the first year’s forecast and exceeded the second year’s forecast. Revenues have 

started to grow and there is a new emphasis on cost control and maintenance of operating margins. Bank debt and 

leases have been paid down by 50% and the trade credit that was termed out has been fully repaid. Half of the 

jobs lost have been restored and the company is poised for new and profitable future growth. 

 

 

About Granite 
 
Granite Financial Advisors is a local Investment Banking firm staffed by banking and industry professionals of 

extensive experience, expertise and integrity. We approach each client and assignment with great care, 

enthusiasm and professional responsibility. We apply depth of knowledge of financial markets, participants, and 

instruments as well as process to each of our assignments. We leverage state-of-the-art proprietary corporate and 

transaction data to help our clients make the best possible transaction decisions. Despite our services being 

comprehensive and valuable, our rates and fees are cost effective. 

 


