
React had just started its largest ever 
contract in a new market of the retail 
sector, but this contract was different. 
Instead of using React’s standard 
products, which include protection 
rails, customer guidance and access 
control solutions, it was designed by 
an architect, and React played a small 
part in a much larger £40 million 
building project.

Of course, phrases like ‘new 
markets’, ‘largest ever contract’ and 
‘non-standard products’ can often set 
alarm bells ringing. We immediately 
began to review how the contract was 
progressing, assessing the commer-
cial and technical risks. It was at this 
point that we realised we might have a 
problem. 

Over a matter of weeks, potential 
risks became reality, costs escalated, 
project deadlines slipped and we had a 
full turnaround battle on our hands. We 
considered pulling out of the contract, 
as it was now affecting our ability to 
operate the core business. However, 
preventing a major retailer from open-
ing in time for Christmas was not really 
an option. 

We reviewed our options, discussed 
the risks, created a cash fl ow forecast 
and decided that we would be able to 
get the store open on time, but it would 
wipe out the year’s profi ts and we 
would have to manage the cash fl ow 
very tightly. The business was teetering 
on the edge of disaster and careful 
management of the core business was 
required.

Once the store was open and dead-
lines were met, things settled down 
and we waited for payment. However, 
payment never came and we could 
see that we would be forced to fi ght 
long and hard for what we were due. 
At this point we had to be ready with 
our Plan B. We already knew that cash 
fl ow would be tight, but without the 
money from this contract, we wouldn’t 
be able to meet the payroll at the end of 
the month. At this point we contacted 
Tyrone Courtman of Cooper Parry and 
discussed the possibility of an insolvent 

reconstruction of the business. 
Over the next three weeks, two 

separate strategies emerged: Plan A, 
which was to collect what we were due 
and carry on, or Plan B, which was the 
insolvent reconstruction. The directors 
ran Plan A and I headed up Plan B. At 
this point my role changed from crisis 
manager to chief restructuring offi cer.

It was essential the Plan B happened 
quickly, as the business services could 
not be interrupted. If the business 
entered administration at any time 
it would run the risk of losing key 
customers and employees. The direc-
tors realised that there was a potential 
for full closure and the loss of all jobs, 
including their own. At this point 
personal guarantees signed over nine 
years were pulled out, and the directors 
also faced fi nancial ruin and the loss of 
their homes. 

The clock was ticking. The 
incumbent bank was not supportive of 
our Plan B and administration looked 
a certainty. We were forced to ask 
Cooper Parry to step in as the Inland 
Revenue threatened to distrain the busi-
ness’ assets. Cooper Parry fi led a notice 
to be appointed as administrator. This 
protected the assets and effectively 
gave us 14 days to fi nd a new bank and 
reconstruct the company. 

At this point Venture Finance plc 
entered the picture. They reviewed our 
plans, audited the books and moved 
quickly to offer us terms. The incum-
bent factoring bank would be paid off 
in full, along with the overdraft facility 
with HBOS. 

Tyrone Courtman, Partner Cooper 
Parry LLP, TMA (UK) National 
Events Director
When I fi rst met the directors and 
Stephen it was clear that the storm 
clouds were gathering and we had to 
move quickly. Wages were due to be 
paid, crown distraint was looming and 
suppliers were pressing for payment. 
The bank was not prepared to provide 
an extension to the company’s over-
draft facility and the directors had run 

out of personal funds to inject into 
the business. The delay in a contract 
receipt increased the cash fl ow pres-
sure and the company was struggling 
to survive. The business was in its 
quietest seasonal trading period, so 
options were limited.

Having got to grips with the issues 
and fi nancials, the notice of intention to 
appoint an Administrator gave protec-
tion from creditor pressure, but times-
cales were extremely tight if we were 
to save the business, funding would 
only last a matter of days not weeks, so 
marketing the business externally was 
not feasible.

The directors’ offer to buy the 
business and assets via a ‘Pre-Pack’ 
was attractive for a number of reasons; 
fi nancially it obviously made sense as 
the company received much more than 
it could have hoped for on a break up 
basis. The added benefi ts of seamless 
continuity of service to the customers 
enhanced the realisable value of the 
debtor book and the deal saved 22 jobs.

Completing the deal involved 
a team effort by all the parties. We 
needed to ensure that enough funding 
was available and Venture Finance plc, 
the new funder entered into negotia-
tions. Venture remarkably managed to 
take out the existing funders within the 
tight timescales imposed, enabling the 
sale to be completed quickly. A propor-
tion of deferred consideration enabled 
the company a few months to get on its 
feet before making the fi nal payment.

It is always satisfying to achieve a 
good result for all the stakeholders and 
to preserve jobs and this case clearly 
demonstrates our approach to company 
rescue.

Rick Owens, Venture Finance plc
Keith Newton, managing director of 
React was aware of Venture Finance 
plc and invited Chris Woodward and I 
to pitch for the business.

We undertook a business audit. 
Finding React to be a strong proposi-
tion, we offered a fi nancial package 
comprising a confi dential invoice 
discounting facility with a £500,000 
funding line. React was tied into a 
three-month notice period with its ex-
isting fi nancier, so our proposal was put 
on hold until the notice period expired.

When we spoke with React again 
in January 2007 the situation was 
markedly different. The company 

had found itself at the wrong end of a 
contractual dispute, in which React was 
an innocent party, and was awaiting a 
signifi cant payment that continually 
failed to appear. 

Despite this unfortunate situation, 
we remained impressed with the busi-
ness acumen of React’s management 
team and the plans that had been formu-
lated to rescue the business. This was to 
be achieved through the administration 
process, thereby creating a brand new 
company based upon the knowledge 
and expertise of the existing team. 

In contrast to React’s incumbent 
factor, which was unsympathetic to 
this strategy, Venture was able to match 
Cooper Parry’s speed of response and 
innovative approach. The most expedi-
ent solution was to remove the existing 
fi nancier prior to administration and 
provide working capital to Newco in a 
seemless transaction ensuring continu-
ity to the business and customers alike. 
This had the benefi t of increasing the 
monies realised by the Administrator, 
as NewCo had a better chance of col-
lecting OldCo debts.

Speed was of the absolute essence 
and we had to act fast to safeguard the 
company’s future. 

When the Inland Revenue threat-
ened to seize the business’ assets, Coo-
per Parry stepped in and fi led notice 
to be appointed as the administrator. 
This intensifi ed the situation, leaving us 
with just 14 days to organise a suitable 
fi nancial package and reconstruct the 
company.

Against the clock, we worked rap-
idly and reassessed the situation against 
continually moving goalposts. Daily 
fi nancial modelling and close contact 
with the management team were vital 
in ensuring the success of this plan. 

The fi nal deal came together two 
days before payroll and on the fi nal day 
allowed by the courts. We paid off the 
two incumbent banks in full by 12pm 
and React entered into administration 
at 4pm. Documents were signed, legal 
contracts checked and by 11am the 
following day NewCo was formed pur-
chasing the assets from the administra-
tor and drawing down prepayments for 
immediate working capital.

The fi nal outcome proved to be the 
best possible for all stakeholders, from 
the management team to the creditors, 
customers and staff, and the new com-
pany is fl ourishing.

‘Business is booming, we’re on for a best ever year, we 
can see a dividend payment this year’. These were some of 
the phrases I was greeted with when I fi rst met the team 
at React Installations. These phrases were justifi ed; the 
business was healthy and growing at a steady rate.

TMA (UK): case
studies

Businesses of all sizes and stages 
in the life cycle can face challenges 
which require a turnaround solution. 
Asset backed lending (ABL) is a fi -
nancial tool that is fl exible enough to 
be applied to most situations. We’ve 
enabled hundreds of clients to benefi t 
from our full range of ABL facilities 
and ensure their businesses get back 
on an even keel. Below are two of the 
most recent examples.

Two weeks before Christmas we 
assisted a support services contractor 
which was placed in administration 
– putting hundreds of jobs at risk. 

The interest charges associ-
ated with a debt-laden balance sheet 
meant that the company had accrued 
signifi cant losses. This situation was 
compounded when a major client 
cancelled its contract.

Going head to head with three of 
our main competitors, the Commercial 
Finance team worked hard to structure 
a robust fi nancial solution that would 
ensure the post-administration busi-
ness’ long term survival. The ABL 
package devised has stabilised the 
business’ fi nances and ensured man-
agement can focus on securing new 
client contracts to replace lost income.

React Installations - Venture Turnaround Ltd, Cooper Parry LLP & Venture Finance plc

Stephen Moon, Partner Venture Turnaround Ltd
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We also recently assisted a busi-
ness which was hit hard by unexpected 
Government legislation. The consul-
tancy boasted a vastly experienced 
management team with a strong client 
base but saw 30 per cent of their 
turnover wiped out by this change in 
the law.  

Profi tability quickly dropped to the 
point where the term loan which was 
funding the company could not be 
serviced and management’s advisors 
recommended the business was put 
into administration.  

Rather than finance the newco 
using straight debt, advisors knew 
the benefits that ABL would bring 
to a business with a robust base of 
supportive creditors. 

Commercial Finance recognised 
that the underlying business was 
strong and put in place flexible 
ABL facilities that would closely 
match the rate of the company’s 
recovery and future expansion.  

The working capital boost 
provided by ABL is allowing 
management to drive the busi-
ness forward and it is on track to 
double turnover during the next 12 
months.

Lloyds TSB Commercial Finance assists two businesses

Ian Byers, Corporate Development Director

Steve Parker and Trevor Binyon, both 
of Tenon Recovery in London were re-
cently appointed joint administrators 
of national retailer Three Cooks Lim-
ited (otherwise known as 3 Cooks).

3 Cooks owned and operated 
160 retail bakeries across the UK, 
employing some 1150 staff. A 
downturn in high street trading 
conditions resulted in fi nancial 
diffi culties for the company and after 
consulting with their lawyers the 
directors were introduced to Tenon 
recovery for impartial advice.

Upon appointment, Tenon made 
the diffi cult decision to close 37 loss-
making bakeries, whilst trading the 
remaining bakeries in an attempt to 
achieve a sale as a going concern. This 

was concluded in a short time frame 
and a satisfactory trade sale resulted.

Carl Jackson, head of Tenon 
Recovery commented: “Whilst we 
regretted having to close a number of 
the company’s under-performing stores, 
we were absolutely delighted to have 
managed to preserve the remaining 
outlets as fully-intact bakeries. As a 
result of the sale, some 900 jobs were 
saved and the business will continue 
to operate under the well-known 
‘3 Cooks’ brand name, which is a 
consistent feature in many high streets 
across the UK.  We are very pleased 
with this outcome and wish the 
purchaser every success in building 
upon the brand name to ensure a strong 
national high street presence.”

Tenon work with 3 Cooks

Carl Jackson with the Tenon team

A key subsidiary of an established, 
high profi le, UK plc. found itself in 
diffi cult circumstances, the solution 
to which would demand substantial 
amounts of cash and management 
time and carried with it considerable 
risk. A multi-national customer was 
threatening to withdraw its business 
unless a move to a modern, high-tech 
facility was promptly undertaken; 
the loss of this client would have 
destabilised the entire concern. The 
company lacked the necessary funding, 
vision or expertise to save the situation 
– a classic turnaround scenario.

We were brought in to deliver 
a solution and swiftly set about 
harnessing the strengths of our joint-
venture partners - CB Richard Ellis, 
Amey and Arrowcroft – as well as 
our network of planners, architects 
and construction teams. Under our 
management, these talents were 
focused on the company’s largest 
single asset: their freehold real estate. 
This was made up of a greenbelt site 
containing about 80,000 square feet of 
corporate headquarters and engineering 
works.

Using our own equity, we purchased 

Property in Turnaround - Turnaround in Property

Jonathan Reeves, of Amcroft Ltd, explains the process and its bene� ts.

TMA (UK): case
studies

the freehold property at open-market 
value and assumed the fi nancial 
risk and day-to-day maintenance 
of the buildings and grounds. We 
simultaneously sourced and purchased 
an alternative site, built a new 40.000 
square foot facility and granted a 
15 year lease to the company. We 
achieved all of this within 16 weeks 
and undertook a seamless transfer 
from one site to the other, ensuring no 
interruption to the company’s business.

Turning our attention back to 
the original buildings and grounds, 
we obtained planning consent for 
‘sensitive’ redevelopment into a mixed 
use site and as a further fi nancial 
benefi t to the client company we shared 
with them a substantial proportion of 
the development profi t. 

In summary, our client gained 
fi nancially - from the immediate 
injection of equity and the profi t share 
from the redevelopment of the original 

site - and also operationally, in that we 
provided it with a state of the art facility 
suitable for the next 10 to 15 years of 
business. 

Thanks to the equity and expertise 
of Amcroft we were able to rescue 
the situation and the very asset that 
was jeopardising our clients business 
became the asset that enabled the 
turnaround.

Incidentally, the previously 
absenting customer was retained 
and were, in fact, so impressed that 
they requested permission to brand 
part of the new facility. Now that’s a 
turnaround!

AMCROFT LIMITED WILL BE 
SPEAKING ON “PROPERTY 
IN TURNAROUND” AT THE 
LONDON MEETING OF THE 
TURNAROUND MANAGEMENT 
ASSOCIATION ON WEDNESDAY 
13th JUNE. SEE www.tma-uk.org 
FOR DETAILS.

A ‘Top10’ UK brand used its property assets to create a 
lifeline of fi nancial and operational benefi ts for a troubled 
subsidiary. How? By applying the innovative ‘Turnaround 
Tool’ offered by Amcroft Ltd - a fully funded, risk free, 
turnkey solution for companies facing restructuring, 
turnaround or insolvency.
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