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Hitting the ground running

Turnaround specialists are usually called in by a bank or private equity house that has lost
confidence in the existing management team. And so begins the ritual dance of negotiation,
posturing and positioning, a process that may take months the company doesn't have.

Officially, a CRO must be appointed by the company itself. In the real
world, as in the case of Bob's current undertaking, his appointment
was a condition of the bank agreeing an amended facility.

‘You always go in later than you'd have liked, Paul agrees. There will
often have been a period of wishful thinking with banks and other
investors keeping their fingers crossed and hoping for the best.
Management may be in denial about the need for someone to come
in and there is invariably a degree of resentment’

‘No-one is saying “here comes the knight in shining armour”, laughs
Bob. ‘Although you have a bank hat on, you are also joining a
management team and need to work with them. The way to build
acceptance is by demonstrating you will add value to the business!

‘No-one Is saying, “here
comes the knight in shining
armour”... The way to
build acceptance is by
demonstrating you will
add value to the business.

Information can be a mixed blessing. The standard Big 4 business
review, often prepared at the behest of investors, will usually have
taken months to prepare. By the time the review is presented,

it is several months out of date, has occupied vast swathes of
management time, swallowed large chunks of dwindling resources
and added little of value.

CROs tend to hit the ground running. Competition for roles is limited
('l don't think | could write you a list of 50 people in Europe, muses
Bob ‘who could do large, complex, multi-jurisdictional restructuring,)
and the new man in charge will have been brought
up to speed long before his first day at the helm.

‘The first thing is survival, stresses Paul. ‘There is no point having
a great plan for your business in year 2 if you can't get through the
next 6 months. The cash issue is critical and that has to be stabilised.

Typically what we'll do is a forecast for the next 13 weeks. In order
to get that accomplished, you have to understand what the business
does, how it generates cash, where the pressures are and how you
can manage them!

‘What you are doing most of the time, stresses Bob, ‘is buying time.
The banks may work with you by providing some sort of
temporary facility but they may not. The most difficult thing to get
in these circumstances is new cash. Someone in the bank has to
go back to their credit committee and justify putting more money
into this thing when it looks like we might lose all of it anyway.

‘A lot of what we add in the initial stages is familiarity with the
processes. We know the way this thing needs to happen and
how to manage the expectations of banks and the owners.
It boils down to confidence. You've got to get the banks into
the confidence zone by demonstrating that you understand the
situation and how to deal with it/

Issue O5

Meeting short-term funding requirements may require fresh attitudes
and uncomfortable conversations. Instead of quarterly board
meetings, Bob Ellis puts the directors on notice that they
will be summoned on an ‘as and when’ basis. Paul Felton-Smith
encourages frank discussions with long-suffering creditors and
a re-energised approach to chasing up debtors.

The anxiety of internal and external constituents, and the time
taken to placate each stakeholder group, provides a considerable
drain on resources. Reducing what he terms ‘internal noise’ is an
absolute priority for Bob.

‘One of the first things that | do, he suggests, ‘is develop
a communication strategy. You've got financial stakeholders,
customers, buyers, employees.You need to decide what you are going
to tell them and communicate on a consistent basis.

It is no use relying on managers to interpret complex messages.
We provide scripts for employees, scripts for customers, scripts
for suppliers — and train people to deliver them. | tell all
stakeholders, come what may, we will communicate with you on a
given date. Even if little has changed when that day arrives, people
know they will be told something, which stops them worrying!
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