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CLIENT

A MULTI-LOCATION INJECTION MOLDING ENTERPRISE.

CompPANY PROFILE

PuBLICLY HELD

ANNUAL REVENUES OF $140 MILLION

80% OF ITS REVENUE CONCENTRATION WAS A SINGLE CUSTOMER
NoON UNION WORKFORCE OF OVER 1,000 EMPLOYEES

ONE MANUFACTURING FACILITY IN MEXico PLUS 4 IN THE UNITED STATES

CHALLENGE

A HISTORY OF SIGNIFICANT OPERATING LOSSES RESULTED IN A CASH CRISIS. THE CAUSAL FACTORS WERE INADEQUATELY IDENTIFIED AND ADDRESSED
BY MANAGEMENT, AND TRADE CREDITORS WERE NOT RECEIVING PAYMENT FOR PRODUCT SHIPPED TO THE COMPANY. CONFIDENCE IN ITS ABILITY TO
PROVIDE PRODUCT WAS WANING BY ITS CUSTOMER BASE, AND SUPPLIERS CURTAILED CREDIT TERMS DUE TO THE PAYMENT ARREARAGE. CUSTOMERS
WERE PREPARING TO RETRIEVE THEIR TOOLING AND THE SENIOR SECURED LENDER WAS REVOKING THE LINE OF CREDIT.

FINDINGS

SIGNIFICANT HISTORY OF OPERATING LOSSES AND CASH FLOW DEFICITS RESULTED IN REPEATED COVENANT VIOLATION ON SENIOR SECURED BANK
LOANS, AND A PROPOSED FORBEARANCE AGREEMENT WITH THE BANK INCLUDED TERMS TOO RESTRICTIVE TO CONTINUE TO OPERATE. THE
COMPANY’S INFRASTRUCTURE WAS TOO CUMBERSOME, PRODUCT WAS BEING PRODUCED AT A COST HIGHER THAN THE SELLING PRICE, AND THE
LAUNCH OF THE MEXICAN PRODUCTION OPERATION WAS CONSUMING EXCESSIVE CASH. ADDITIONALLY, QUALITY PROBLEMS AND THE THEFT OF RAW
MATERIALS IN IMEXICO FURTHER COMPLICATED ITS ABILITY TO CONTINUE TO OPERATE.

REsuLTs

THE CONSULTANT WAS ENGAGED AND ASSUMED THE ROLES OF CFO AND A SHORT TIME LATER CHIEF RESTRUCTURING OFFICER. THROUGH
EXHAUSTIVE NEGOTIATIONS, THE COMPANY WAS ABLE TO COMPEL MOST OF ITS SUPPLIERS TO CONTINUE TO SHIP RAW PRODUCT ON COD TERMS,
AND THROUGH THE IMPLEMENTATION OF A TURNAROUND STRATEGY, THE SIGNIFICANT CUSTOMER LOANED THE COMPANY $1 O MILLION IN INTERIM
FINANCING WHILE AN ALTERNATIVE FINANCIAL INSTITUTION WAS SOUGHT. TWO PRODUCTION FACILITIES WERE CLOSED AND THE EQUIPMENT SOLD
AS A MEANS TO REDUCE OPERATING COSTS AND RECOVER LOAN PRINCIPAL FOR ITS LENDER. PROCESSES WERE ESTABLISHED TO ELIMINATE THEFT OF
RAW MATERIALS, THE IVIEXICAN LABOR FORCE WAS STABILIZED, MANUFACTURING PROCESSES WERE STREAMLINED, AND ERRORS IN ESTIMATING
COSTS USED TO DEVELOP PRICING WERE IDENTIFIED AND CORRECTED. ULTIMATELY, THE COMPANY WAS SUCCESSFUL IN PROCURING A NEW LENDING
SOURCE.

Notes:

THE PREVIOUS CASE STUDY WAS DERIVED FROM ACTUAL ENGAGEMENTS IN WHICH LEVEL TEN PROFESSIONALS WERE ACTIVELY INVOLVED OVER
THE COURSE OF THEIR CONSULTING CAREERS. THE LEVEL TEN PROFESSIONAL IS REFERRED TO AS “THE CONSULTANT”. THE NAMES AND OTHER
CONFIDENTIAL INFORMATION ARE NOT DISCLOSED.



