Robert Williams March 2009 Notes - Corporate Finance Network TURNAROUND
Current market conditions
· Less funders in the market and deals taking longer and more expensively priced and more due diligence.
· Less buying and selling.
· Corporate Insolvency busy.
· Opportunities to provide Corporate Restructuring/Turnaround. 
· Mainstream accountants don’t do or understand this sort of work.
· Many Insolvency Practitioners just want the Formal appointment!!
My background
· Before I specialised in Corporate Finance, I worked for big 5 Corporate Insolvency/ Turnaround specialist here and overseas.
· Over years each year done some Turnaround work but very much as an “add on,” never marketed the service!

· Now and probably for next couple of years a major part of my business.

Case Study - Temporary Recruitment Agency
Background

· Trading Losses due to mismanagement
· Business “employs” around 800 weekly workers
· Loan outstanding to a bank

· A very unhappy different (to the bank) ABL who argued breach of conditions

· HMRC owed over £1.3 million
· No chance of Pre-Pack Administration due to circumstances
· HMRC issued a Winding Up Petition 

· No Business Plan

· No Financial Projections

What did we do?

· “Dropped everything” and worked 80-90 hours a week for 3 weeks!
· Negotiated with potential “white knights”/ equity providers.

· Negotiated with Incumbent ABL Funder

· Advised the Board on the general Issues of Insolvency without overstepping the mark, (you need to be careful!)
· Fought off a very aggressive would be Administrator smelling a six figure fee!
· Assisted in preparing Board minutes as a precaution

· Advised on the new business plan, critiquing the whole business and ultimately helping the client focus on increasing the gross margin and taking out of overheads £800,000 on an annualised basis.
· Prepared with the Board a detailed new turnaround business plan

· Prepared with the company FD a detailed financial model reflecting negotiated payment schedules to HMRC, another bank’s loan and new ABL lender.
· Deal with various team of lender’s due diligence 

· Secured an aggressive new Funding structure based on the new business plan

· Managed transition proceed of replacing ABL lenders

· I stormed out of a key client meeting as they were not doing as I said (which would have lead to Liquidation) which made the point and got us back on my critical path.

· Saved the Company from Going into Insolvent Liquidation with 1 day to spare!

· Work awfully long hours!

Quirks of the deal
· Very stressed conditions given impossibly tight timescales

· Whilst original ABL lender was rightfully upset with the client’s behaviour their actions to starve the Company of cash were unreasonable.

· Whilst HMRC and its lawyers agreed to withdraw the Winding Up Petition a clerk at the London Gazette FAILED to withdraw it, so it got Advertised which usually means the end of the Company but we then had to go through a Retraction Process and seek a Section 127 Insolvency Act 1986 Validation Order to be allowed pay the Company’ wages. 
Practical Advice 

· Be very focussed and organised and get the client to adopt the same discipline, especially if time constraints.
· Convey absolute confidence, you are the boss and if the client does as instructed you can save them.

· Manage the soft skills issues with clients, lawyers, potential equity providers, ABL/ other funders creditors, directors and staff. Everybody is stressed and tempers can get high especially at 3.00 am!!

· Keep the key parties in the loop and be very honest with the parties (or just about!!).

· By pass usual challenges e.g. write/ speak to the Head of HMRC, the ultimate CEO of the landlord etc.

· Offer “do-able” restructuring deals to creditors/ funders as it has to stand up to rigorous due diligence and often a few parties need to be asked to compromise. 

· Sensitise your financial projections as the parties whose buy-in is required don’t always “play ball.”
· Keep everybody motivated and targetted on SURVIVING ignoring other “noise”

· Keep all key people well FED and get used to lots of Pizzas and Sandwiches!!
· Have as many funding parties/ opportunities running simultaneously
· Have a back up plan e.g. CVA, Administration pre-pack etc

· Accept that officials e.g. HMRC really are un-commercial and don’t care if your client goes bust whatever they say.
Summary

· Company survived but ongoing pressure for 12 months whilst HMRC and other arrears are paid off.

· Lots of restructuring/ turnaround opportunities around

· Become known in your local market not just as a Corporate Financier but Turnaround Advisor. 
· Funder requested that I remain involved with the client ongoing to give them confidence
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