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Preface 

All businesses are faced today with serious company challenges and must concentrate on specific problem 

areas in order to quickly gain an understanding of priority issues while keeping all expenditure at a minimum. 

TMA Romania with its team of experts, is highly familiar with the parameters crucial to achieving success, is 

adept at overseeing financing processes and possesses the neutrality to build stakeholder confidence in the 

analysis results and recommended steps and wants to contribute, including through this material, to the 

education of the business environment and the promotion of the Independent Business Review concept based 

on a working methodology and not “intuitively”. TMA Romania experts involved in this project are: 

 

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 necessity, working methodology and analysis requested by an Independent Business Review. 
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Independent Business Review 

What is it? 

An Independent Business Review (IBR) is a third-party assessment of a company with its main goal to provide 

to the company’s shareholders, management, lending banks, and other interested stakeholders with the 

validation of one or more of the following points: 

Market changes and 

their impact on the 

value generation of 

existing activity 

Main KPIs to be used 

by stakeholders to 

monitor the operations 

of the company 

Significant problems 

with existing loans 

and other debts 

Debt capacity of the 

company, including 

undertaking loan 

increases, extending 

or making other 

changes to the 

financing agreements 

Necessary changes to the 

operations/group structure for 

cost optimization and/or profit 

increase and management 

capacity of implementing such 

changes 

Assessment of the current 

development of the company, 

medium to long term 

prospects1 of the company, 

including key business drivers 

and risks to be mitigated 

Summary recommendation on 

the key actions necessary to 

support Company turnaround 

and allow debt to be serviced 

 

An IBR provides unbiased information about the company’s financial situation and the circumstances that 

generated the company distress (if any) by delivering realistic, clear, and specific recommendations on the 

best course of action. It can be used as a powerful tool to either identify profit/cost optimization areas, or 

solutions to distressed companies and lender recovery strategy. 

Nonetheless, an IBR alone should not be seen as a substitute for a remodeled business plan/model or a 

turnaround process, but as a precursor of these actions. 

When is it Needed? 

No matter the reason: 

 validation of business plan and financial standing for new financing or for a potential M&A, 

 changes in market situation and company positioning towards its customers and/or suppliers, 

 restructuring of existing debts (either financial or commercial), 

 performing a detailed diagnose of both financial and operational structures, 

an IBR is the powerful tool to mitigate going concerns and facilitate business continuity. 

  

 
1 including liquidity position 
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Why is it Useful? 

Any lender can use the IBR as an opportunity to reach common ground and have the cooperation of the 

borrower to initiate a restructuring or recovery strategy, keep existing loan ceilings, or even validate risk 

analysis for granting new loans. 

For the business owner or any other stakeholder, the IBR should be the catalyst to test business robustness 

(for future new loans appraisals, cost/profit optimizations, business growth potential etc.) or to drive the 

change to a new business model that cures existing (hidden) issues within the current model and increases 

returns. 

The advisor preparing the IBR acts also as facilitator and assists both businesses and lenders in addressing 

their key concerns, including but not limited to: 

Short term liquidity position 

and distress risks of the 

business 

An assessment of 

leadership/management and its 

ability to deal with any crisis 

and grant full support to a 

turnaround plan 

Reasonableness of the 

borrower’s business plan as a 

basis to make future lending 

decisions 

The future market prospects and sustainability of 

the business, based on a detailed historical 

analysis, as well as a sensitivity and scenario 

analysis 

Options available to both the business and 

lenders, including refinancing, restructuring and 

potential insolvency 
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IBR and the Turnaround Process 

An IBR is typically used when a business shows signs of distress, making the scope and structure of an IBR 

part of a larger turnaround context. Any businesses can experience rough times, but if a business shows 

declining, critical and/or non-sustainable financial results, it is a trigger sign of a much-needed professional 

turnaround process of its performance. 

Poor performance of a business leads to scarcity in capital, shortened time frames and lack of dedicated and 

specialized resources to ensure a successful outcome of the turnaround. This is one of the most important 

reasons in why the Turnaround Management Association encourages use of TMA professionals’ advice and 

IBR screening for delivery of the following stages of a turnaround process: 

 

The Independent Business Review is prepared in Stage 2 and is the backbone of the main turnaround 

delivery: the business restructuring. In the special distressed situations, without sufficient time to deploy a 

full analysis, a financial advisor (the TMA professional) must determine the chances of the business survival 

and develop a preliminary emergency action plan (quick financial outlook with short, fast paced remedial 

plan). Despite TMA does not recommend skipping any of the process stages, the more critical the situation 

is, the more chances are that Stage 2.2 prevails over an in-depth review of the situation.  

This means that the first days of an engagement are spent fact-finding and diagnosing the scope and severity 

of the company’s ills. Is it in imminent danger of failure? Does it have substantial losses, but its survival is 

not yet threatened? Or is it merely in a declining business position? The first three requirements for viability 

are analyzed: one or more viable core businesses, adequate cash position, and sufficient organizational 

resources to implement the eventual turnaround plan. 
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Two-Phase Diagnostic of an IBR 

Consequently, the preparation of an Independent Business Review can itself be structured as a two-phase 

diagnostic: 

 Phase I – Pre-Assessment 

o Step 1: bird’s eye view of the company’s short-term cash position 

o Step 2: quick review of pending legal action and creditor pressure2. 

 Phase II – Assessment (the Independent Business Review) 

o An overview of the company’s current financial position 

o Run full diagnose to root out causes of underperformance or financial distress 

o A detailed assessment of the company’s business plan and viability 

o A critical review of forecast performance and funding requirements, based on 

sensitivity and scenario analyses, including the impact of key potential risks 

o An assessment of the lenders’ options 

o Recommendations for necessary turnaround action plan. 

Phase I – Pre-Assessment 

Step 1: Short-Term Cash Position 

At the conclusion of the Independent Business Review the external financial advisor may recommend the 

preparation of 13-week rolling cash flow forecasts depending on the specific situation of the company that is 

underperforming or is in financial distress.  

Businesses in financial distress usually face a severe liquidity crisis and debt restructuring is frequently 

urgent. Therefore, financial projections with monthly breakdowns do not allow for an adequate cash flow 

management. The use of cash flow projections with a weekly breakdown (updated on a bi-monthly or weekly 

basis) allows the early identification of cash shortfalls and the timely implementation of corrective or 

preventive measures. A template 13-week cash flow statement is presented in Appendix A.  

Consequently, as soon as possible after the commencement of the assignment, the financial advisor needs 

to know the short-term cash position, identify how much headroom the company has in the bank, then conduct 

an analysis of money that is likely to come in and what needs to be paid out.  

This should be compiled in the form of a cash flow forecast on a daily basis for at least 4 weeks, which is a 

very good indicator of the emergency and the actual stage of the turnaround process (see section C). Should 

time allow it, the forecast could be extended up to 13 weeks on a weekly basis. To some degree such cash 

flow forecast will govern the next stages of the review and the potential restructuring process, as it will 

identify how much time the company has before cash flow shortfalls becomes severe. 

There are four simple questions that need to be addressed: 

 
2 short financial diagnosis 
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Step 2: Pending Legal Action 

The external financial advisor needs to quickly review creditor pressure and whether there are any legal 

actions, both threatened and real and their potential impact on the Company. Particularly concerning are 

legal actions from statutory authorities as often these are the least tolerant in terms of negotiation, offering 

limited time to pay back the debt. 

Phase II – Assessment 

An In-depth Analysis of the Company and the Viability of its Business Plan 

Having carried out the initial checks to ensure there is sufficient time frame for an in-depth analysis the 

advisor should then determine whether the business has the potential for performance improvement. 

Turnaround viability depends on a number of factors. Essentially, these can be boiled down to a sound 

business model, a viable core of the business, acceptance of change (however drastic such change needs be), 

as well as adequate resources (time, money and people). 

IBR Contents 

Here are the key areas that the IBR must consider: 

Review and presentation of the 

existing “as is” financial 

situation together with a critical 

appraisal of revenues, costs, 

assets, liabilities, 

contracts/orders backlog, cash 

flows and financing agreements 

Assessment of the underlying 

industry, market trends and 

competition, benchmarking with 

peers and regulatory 

framework 

Analysis of the company’s 

operational structure, including 

its key strengths and 

weaknesses 

Identification of the root causes 

of underperformance or 

financial distress 

Evaluation of the company’s 

strategy 

Analysis of the company’s 

financial forecasts about 

plausibility and performance of 

a risk assessment by means of 

scenarios and key sensitivities 

Assessment of the lenders’ 

options (restructuring, 

divestment, insolvency) 

Improvement 

recommendations, and if 

requested, action and 

implementation plans 

Change management readiness 

evaluation 

 

How much cash does the company have / will it have going forward? 

How much cash will it need? 

When will it need it? 

Where (and when) will it get it from? 
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When challenging the business plan the financial advisor must develop a clear understanding of the drivers 

of recent underperformance, the current strength of the business and the reliability of the management’s 

expectations for improving performance, such as sales, cost of sales, gross margin forecasts, overhead costs, 

operational improvement initiatives, balance sheet forecasts, short-term and medium-term cash flow 

forecasts, as applicable. If the company does not already have a business plan, the advisor shall prepare a 

management case based on facts and assumptions he shall request from the management team. 

The financial projections (see templates in Appendices B, C and D) shall include a baseline scenario, as well 

as best-case and worst-case scenarios, as applicable. The analysis shall be driven by the forecast income 

statement and forecast cash flow statement, which shall be based on the most recent financial statements 

and a clear set of business assumptions (e.g., trade contracts signed or under negotiation, sales volumes and 

prices, operating costs, days of inventory on hand, days of sales outstanding, days of payables outstanding, 

capex needs). 

Suggested Checklist 

Some of the issues that should be reviewed are presented below. This list is indicative and non-exhaustive, 

and the lender/stakeholder can provide further guidance if focus must be on particular points of view. In 

order to gain a thorough understanding and provide a comprehensive report, the external financial advisor 

must strive to identify in a timely manner the root causes of each deficiency. 

Market and Business Environment 

 What is the general business outlook and/or market outlook? What are the challenges? 

 What are the current trends and market drivers in the company’s business sector? 

 Is the company’s sales growth worse than the growth of its market? 

 Who are the main competitors?  

 Are there competitors who are stronger / larger than the company in its target markets? 

 Are competitors outperforming the company in terms of sales growth? 

 Are competitors more profitable? 

 Do competitors have a healthier financial structure? 

 What are the main areas where competitors outperform? (e.g., price, quality, services) 

 What is the company’s competitive strategy? How is its position? 

 How is the company performing versus its customers key purchasing criteria? (e.g., price, 

product attributes, quality, breadth of offerings, service, speed of delivery, scalability) 

 Which are the main regulatory requirements impacting company activity? 

Operations 

 Has the company recorded a steady decline of sales?  

 Alternatively, has the company recorded a rapid increase in sales? If so, has such increase 

been attended by either (a) lower or negative profit margins, (b) an expansion and aging of 

receivables, or (c) an increase in the number of products returned? 
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 Is the company dependent on fewer customers? 

 Has the company lost key customers lately? Is there a high customer churn? 

 Are key customers’ purchases in decline? If so, do they face financial problems or are they 

shifting to competition? 

 Is the level of repeat business low? 

 Have account receivables deteriorated in terms of aging and collection rate? 

 How is the company’s relationship with its suppliers? 

 Is the company dependent on fewer suppliers? 

 Does the company have the most reliable and/or competitive suppliers? 

 Are suppliers struggling to supply on time and with the expected quality? 

 Are the company’s key suppliers financially strong? 

 Has the company frequently changed its key suppliers? 

 Has the company requested longer terms to pay its suppliers? 

 Have suppliers imposed tighter terms of payment? 

 Does the company have adequate stock on hand? Does it show an inventory buildup? 

 Does the company have adequate plant and equipment? 

 What is capacity utilization? Can the company handle additional growth? 

 Does the company have non-core assets it could dispose of? 

 How is employee morale? Is staff turnover low or is it high? 

 Have key staff been recently leaving? 

Management 

 Does the management team/leadership have a clear strategy and business vision? 

 Has management/leader made unexpected changes in its strategy or business model? 

 Are the experience and skills of the management team adequate to continue running the 

business? 

 Are managers willing and able to understand the stress the company is undergoing and if so, 

have they been able to articulate the root causes of the distress properly and reasonably? 

 Are shareholders and/or the management team willing to cooperate, or are they resistant to 

change? 

Cash and Financing 

 Is there a trend of declining cash balances or frequent cash shortages? 

 Has the company had a negative operational cash flow while it reported net income in more 

than one year in the period under analysis? 

 Does management have the ability to manage cash to prevent forecast breaches of facilities 
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or covenants? 

 Will a covenant breach impact the availability of credit limits?  

 Has the company had any covenant default due to operating underperformance? What were 

the root causes of this? 

 Is there sufficient headroom under the current credit facilities given risks that might 

materialize? 

 Can a refinancing take place if needed? 

Financial forecasts 

 Have historic forecasts been consistent and reliable? 

 Has the company shown frequent revenue or earnings shortfalls? 

 What are the revenue, expense and operating assumptions for the forthcoming years? Are 

they plausible with regard to past performance and market outlook?  

 Are working capital assumptions realistic? 

 What are the capital expenditure needs of the company? 

 What is the company’s sustainable free cash flow from operations, after taking into account 

its working capital needs, as well as any necessary investments in machinery and equipment? 

 How much financing does the company need? When is it needed? 

 What is the level of sustainable debt? 

IBR Recommendations 

At the end of the review, the external financial advisor could advise the borrower company to do one of 

several things. Again, while it contains some of the main courses of action, the list below is not exhaustive. 

 

1. Take short-term working capital optimization measures (make a stronger effort in the 

collection of receivables, delay those payments that can be delayed without adverse 

circumstances, reduce inventory days) or rather a medium-to long term view (change 

contractual terms, reduce time to invoice, optimize supply chain processes etc.) 

2. Look for ways of reducing operating costs 

3. Eliminate non-profitable product lines or units or even sales channels/units (e.g. unprofitable 

shops), if such product lines/units/sales channels elimination does not have significant 

repercussions over the overall business performance (due to synergies etc.) 

4. Reduce dependency from a key supplier or customer 

5. Sell non-essential or non-core assets 

6. Sell and lease back larger core assets 

7. Look at various lease vs own opportunities as well as ways to transform fixed costs into 

variable costs depending on capacity utilization of the facility/business 
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Depending on the assessment of the borrower’s viability, the external financial advisor shall recommend to 

the lender the strategy for loan resolution: 

 

  

8. Optimize the number of employees 

9. Embark on a larger turnaround plan and appoint a CRO 

10. Raise equity or junior debt 

11. Pursue going-concern solutions (rescheduling, restructuring, enhancement of the security 

package) 

12. Divest 
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Appendix A – 13- Week Cash Flow Statement (Template) 
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Appendix B – Forecast Income Statement (Template) 
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Appendix C – Forecast Balance Sheet (Template) 
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Appendix D – Forecast Cash Flow Statement (Template) 
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