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Preface 

 

Not all businesses in difficulty can or should be saved. 

A restructuring specialist must be able to analyze, 

understand and determine whether a turnaround 

project can save the business and jobs. 

TMA Romania wants to contribute, including through 

this material, to the education of the business 

environment and the promotion of the restructuring 

concept based on a working methodology and not 

“intuitively”. 

We hope this Guideline will provide - both for 

restructuring specialists (whether they are employees 

of banks or consulting companies) and for the 

management of companies and entrepreneurs - a point 

of reference regarding the working methodology and 

analysis in case of a turnaround project. 

 

 

Vlad Nastase 

President of TMA Romania 
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Recitals 

The emergence of Covid-19 has generated a global economic crisis that has so far affected a multitude of 

sectors and will continue to have medium and long-term adverse effects. Many trading companies have 

already reported a significant decline in their activity and a severe liquidity crisis, facing difficulties in the 

timely payment of accumulated and current debts, both commercial, as well as financial and fiscal. 

Unlike trading companies, banks have capital buffers established according to European and domestic 

regulations, adopted by the National Bank of Romania based on the recommendations of the National 

Committee for Macroprudential Supervision. Thus, they are better "equipped", compared to trading 

companies, to cope with the economic crisis generated by Covid-19. 

In this context, the National Bank of Romania decided to allow banks to temporarily use, until a date to be 

communicated later, the capital buffers previously established, while maintaining compliance with the 

requirements laid down under the legal framework for these flexibilities. Adapting capital buffers to the new 

conditions allows banks to maintain their role as a supporting factor for the actual economy, granting facilities 

to the trading companies affected by the economic crisis. 

However, it is also necessary to protect the interests of creditors, so that they contribute in supporting the 

economy in the current context. 

In practice, a need for an intermediary between banks and trading companies, to ensure a common language 

for the two parties, has been noted. In this document, we will use the title "restructuring practitioner" to refer 

to this intermediary. 

In practice, a need for an intermediary between banks and trading companies, to ensure a common language 

for the two parties, has been noted. In this document, we will use the title "restructuring practitioner" to refer 

to this intermediary. 

 

 

 

 

Thus, it is absolutely mandatory to stimulate credit institutions to grant borrowers, especially during the 

Covid-19 crisis, reductions and suspensions of payment obligations related to financial debts, by 

providing a predictable and protective framework for the legitimate interests of creditors, as well as by 

providing adequate professional resources to reduce credit risk, and thus, the risk of insolvency and 

widespread long-term unemployment. 

 

Therefore, we consider that expertise support is required in the restructuring process, to be granted to 

the affected trading companies, in order to overcome the effects of the crisis and recover to a good 

economic situation. 
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Under these terms, TMA Romania recommends a Working 

Methodology for practitioners in the field of restructuring, but 

also for trading companies and banks involved during the period 

while the facilities are granted by bank creditors, in order to 

implement the Crisis Management Program (Turnaround Plan 

or Restructuring Plan). 
 

Methodological Algorithm 

In order to go through the restructuring stages, the restructuring practitioner will follow, along with the 

management of the trading company, the process described below: 

A. Negotiating and implementing public / private moratoria with the financing banks and establishing 

the main premises of the agreement in this respect; 

B. Impact Analysis on the effects of the crisis and the short, medium and long-term viability of the 

business; 

C. Elaboration of the Crisis Management Program (Turnaround Plan or Restructuring Plan); 

D. Monitoring the implementation of the measures in the Crisis Management Program (Turnaround 

Plan or Restructuring Plan). 

 

NOTE: THE VALUES MENTIONED IN THE FINANCIAL LAYOUTS PRESENTED AS A GUIDANCE ON THE FOLLOWING PAGES ARE NOT REAL 

SITUATIONS, AND ARE ONLY FOR ILLUSTRATION PURPOSES. 

 

A. Negotiating and implementing public / private moratoria with the financing banks 

and establishing the main premises of the agreement in this respect 

It is essential to involve practitioners in the restructuring as soon as possible, from the negotiation and 

implementation of the public / private moratoria with the financing banks and establishing the main premises 

of the agreement, benefiting from the practitioner's experience in special situations of this kind, thus avoiding 

the establishment of defective premises and erroneous expectations from banks and other stakeholders. 

B. Impact Analysis on the effects of the crisis and the short, medium and long-term 

viability of the business 

In preparing the impact analysis, the following elements will be considered: 

 Analysis of the market and of the external factors. 

 Analysis of the business model and how it was affected by the crisis (e.g. the analysis of the 

profitability generated by each individual contract, and the minimum break-even point). 

Analysis of the Supply Chain Management and how it was affected by the crisis (e.g. change in collection and 

/ or payment terms, potential blockages in the supply of raw materials or in general, on the movement of 

goods, the need to establish buffer inventories and how to finance them etc.) 
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 Analysis of the functional structure of the trading company (redefinition following the impact 

of the crisis) 

 Analysis of government support opportunities or those offered by financial institutions and 

investors 

 Analysis of the financing structure and its viability under the new business conditions. 

The above-mentioned analyzes will be reflected in a set of financial projections that will include, depending 

on the particularities of the analyzed case: 

 Statement of cash flows forecast for the next 13 weeks (as this is the practice worldwide1), 

together with the main influencing factors (sensitivity analysis) and cash generation 

measures. Where applicable, this statement will also take into account letters of bank 

guarantee issued in favor of suppliers or received from customers, insofar as they have an 

effect on cash flows upon issue (and upon expiry, respectively). 

 Statement of income and expenditure ("P&L"), statement of assets, liabilities and equity 

("Balance Sheet"), statement of cash flows for the following year, with the calculation of the 

financial indicators set out in the loan agreement. 

 

C. Elaboration of the Crisis Management Program; Turnaround Plan or Restructuring 

Plan 

1. The Action Plan necessary to be implemented, based on the Impact Analysis and the financial 

projections. This plan shall include for each measure at least the following elements: 

 Definition of the measure. 

 Area that it is addressed to (customers, suppliers, employees, authorities etc.), and the 

financial impact, respectively, insofar as it can be quantified (costs, liquidity etc.). 

 Person in charge of the implementation. 

 Implementation term. 

The restructuring practitioner will provide support to the trading company in communicating and 

managing the relationships with financing banks, investors, public authorities and other stakeholders. 

2. Annual financial projections  

Baseline scenario, as well as best-case or worst-case scenario, if applicable; given the high dynamics and 

volatility of the economic and social environment in crisis, we recommend short projection / budget periods. 

Projections will include: 

 Definition of the set of hypotheses for the preparation of financial projections, to include at least 

the quantitative-value expression of sales, the analysis of the ongoing trade contracts, and the 

estimated percentage of achievement, respectively. 

 Forecast statement of income and expenditure (“P&L”), based on the most recent P&L, and taking 

into account the set of assumptions mentioned above (see a P&L sample below, while another 

more detailed sample is shown in the Annex). 

 Analysis of the main relevant financial indicators (e.g.: liquidity, DSCR etc.). 
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Forecast cash flow statement, based on the forecast statement of income and expenditure; in line with the 

international accounting standards (IAS 7), we recommend that it be prepared using the direct method, as it 

provides useful information that is not available through the indirect method. 

 

FIGURE 1: ANALYSIS OF THE MAIN FINANCIAL INDICATORS 
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FIGURE 2: CASH FLOW STATEMENT SAMPLE 

 

3. 13-Week Cash Flow; cash flow statement for the next 13 weeks 

Given that the disruption of the business is reflected within trading companies through a severe liquidity 

crisis, debt restructuring is frequently urgent, and financial projections with monthly breakdowns do not 

allow for an adequate cash flow management. In these situations, we recommend the use of cash projections 

with a weekly breakdown, which allow the identification of a deficit in advance, and the timely implementation 

of corrective or preventive measures. 

Early identification of cash deficits may make the difference between solvency and insolvency, between 

failure and success, between cessation of activity and a new life. 

Thus, for trading companies facing an acute liquidity crisis, and which need to undergo a restructuring 

process, the weekly planning and analysis of the treasury is an absolutely mandatory exercise. The monthly 

forecast of cash flows is insufficient in these situations, because it does not allow for a timely identification 

of weak weeks, when the company may quickly run out of cash, with the post-factum resuscitation effort 

being often late. 
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Therefore, restructuring the business in special situations (usually, urgent cases) involves the 

implementation of short-term budgeting and control mechanisms, and at least some essential measures: 

 Setting up a treasury management team; the restructuring practitioner will be part of this 

team and will approve/endorse the payments ordered by the management of the company. 

 Preparing a forecast cash flow statement for the next 13 weeks ("13-Week Cash Flow"), an 

internationally recognized working tool by restructuring practitioners. Please find a sample 

and some recommendations below: 

 

1. The key elements of weekly cash flows (e.g. substantial receipts, personnel payments, major 

suppliers, duties and taxes, financial liabilities); 

2. Cash flows (inflows, or inflows and outflows) generated by existing trade contracts, and trade 

contracts to be signed, respectively; 

3. Any extension for the payment term for debts to suppliers; 

4. The main influencing factors (sensitivity analysis) and potential cash generation measures; 

5. Cash, the use of which is restricted (e.g., collateral deposits established for letters of bank 

guarantee). 

6. The result of a stress test, i.e. the survival period of the trading company in the event that it 

does not conclude new contracts for the sale of its products and/or services. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This previsional analysis needs to be updated bimonthly or even weekly.  

For the most accurate analysis, the following information must be highlighted separately 
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FIGURE3: MAIN HYPOTHESES 
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FIGURE 4: 13-WEEK CASH FLOW SIMULATION 

 

D. Monitoring the implementation of the measures in the Crisis Management Program; 

Turnaround Plan or Restructuring Plan 

As part of the bi-monthly updates, restructuring practitioners will prepare a report that will be submitted to 

the financing banks and other stakeholders, and which will include at least the following information:

Regarding cash flows: 

Analysis of the variations compared to the 

receipts, and the forecast payments in the 

previous forecast statement of cash flows, 

respectively, explaining the causes of these 

variations. 

A new forecast cash flow statement for the next 13 

weeks, together with the main influencing factors 

(sensitivity analysis) and potential cash 

generation measures. 

 

 

 

Regarding the Action Plan: 

The stage of implementation of the actions 

presented in the Turnaround Plan previously 

communicated, together with explanations 

regarding possible delays. 

Updated version of the actions presented and the 

implementation schedule, taking into account the 

events that occurred since the last reporting. 
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By way of example, the action plan may include, without limitation: restructuring the debtor's management, 

changing the functional structure, reducing personnel, bank or shareholder loans, increasing the share 

capital, converting receivables into shares, sale of assets, analysis of the portfolio of receivables, and the 

establishment of a collection methodology - or any other measures deemed necessary.  

Effective management of the restructuring plan or turnaround plan involves a combination of operational and 

financial skills, and an assessment of the legal issues affecting day-to-day work, the liability of managers / 

directors, and the imminent insolvency process. It takes the experience of the restructuring practitioner to 

inspire confidence in management decisions, integrity and amplitude to impose trust and respect among all 

stakeholders and the tenacity to persevere in order to reconcile often contradictory goals. It is a team effort 

involving internal management and external advisors, focused on the goal of preserving the value of the 

company and saving jobs. 

For more information, please contact TMA Romania or visit our website! 

 

office@tma-ro.org  

www.tma-or.org 

mailto:office@tma-ro.org
http://www.tma-or.org/


 

 

13 Turnaround Management Association | www.tma-ro.org 



 

 

14 Turnaround Management Association | www.tma-ro.org 

Annex 

FIGURE 5: P&L SAMPLE 
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FIGURE 6: BALANCE SHEET SAMPLE 
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FIGURE 7: INDIRECT CASH FLOW SAMPLE (INDIRECT METHOD) 
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