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MEMO 
 
To: 2017 CRC Competitors 
From: Julie Morgan 
Date: October 31, 2017 
Re: Your questions from October 30 
 
 
 Thank you for your questions and Happy Halloween! I’ve had limited time to look into them 
and can only provide the guidance below.  As we have discussed, I’ve been recently installed and 
am still getting up to speed on the situation myself.  Where I’m not able to provide sufficient 
guidance, my suggestion is to make the best estimates you can from what you have and be 
prepared to explain what assumptions you took and how you arrived at them.  Looking forward to 
meeting up again on Friday.  Good luck and thank you for all of your hard work. 
 
Store closing/operational issues 
 

1. Questions concerning store closing costs, lease buybacks at a discount, and remodels.   
 
No further information is available on these points at this time.  You should be prepared to 
make reasonable assumptions and be prepared to back them up based on the information 
you have, the projections, and the overall state in which Crystal currently finds itself. 

2. Questions concerning additional information on pay & benefits, employee termination costs, 
salaries, and restructuring costs.   

See response to No. 1 above. 

3. The list of stores by city and state don’t line up consistently, should we be reading into the 
city locations of stores at all? 
 
That’s interesting.  I had missed it in my review of the company’s materials.  I’ve made 
inquiries on this but don’t have firm answers back yet.  I’d assume that there may be some 
errors in data entry and I’d be prepared to make reasonable assumptions and identify those 
changes, as appropriate. 

Debt related questions 
	

1. Can we exclude closed stores to estimate EBITDA covenant compliance?  
 
Yes.	
 

2. Exhibit 11 Term B Loan shows Amount from Viceroy to be $5 million. The narrative has this 
at $10 million.  Which is correct?   
 
Good catch.  Thank you.  I’ve made the adjustments in my files.  The Viceroy position is $10 
million. 
 

4. What percentage of bondholders have to consent to a proposed refinancing? 	
 
I’ve asked this question to the attorneys.  Unsurprisingly all I’ve gotten back thus far is “it 
depends.”  Not very helpful.  Anyway, I can’t provide you more guidance on the legal issue 
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right now.  But I know that a representative of the informal committee will be there Friday.  
Their support is absolutely essential.  Try and make sure you get them on board.  If we 
decide thereafter that we need broader consent, we will deal with that then.  	

Company Financial Data 

1. How do we bridge from the last financial statement (period ending September 30) to the first 
week of the 13 week cash flow?   
 
We use one for our periodic external historical reporting purposes and the other for our 
internal cash management on a go-forward basis.  We don’t have the reports handy to send 
to bridge the approximate five week gap.   
 

2. Please provide more direction on what you want to understand with the updated 13 week 
cash flow.  
 
What I’ve got right now shows me running out of money in the middle of January!  That’s why 
I need your help!  Give me your best guidance on getting out of my liquidity crisis! 
 

3. Why does the historic balance sheet not balance specifically the cash balance does not tie in 
2014-17? 
 
Good question.  We’re looking into this.  What I’ve been told is that you should make 
adjustments to shareholder equity to make the balance sheet balance.  We made some 
adjustments to our cost of debt that threw things out of balance.  This slipped past the CFO.  
I may need to have his scalp! 

Comparables  

1. Please provide market valuations of the debt for the comparables.   
 
I don’t have them, but would love to hear your thoughts on whether you think their debt 
should be trading at a discount to par based on what you see. 

Other 

1. There are many cells in each spreadsheet of Annex #1 that read {#NAME?}. Are these cells 
meant to contain data? 
 
Yes.  We will provide you updated spreadsheet this evening. 
 

2. During presentation do we get to speak (one-on-one) with individual constituents at any point 
(one debt holder v another, management v board)? 

 
Read the materials carefully. 
 

3. Can you provide more direction on the type of corporate governance/causes of actions 
points that are expected to be discussed. 

I can only begin to imagine…  You get to lead the discussion, but you have a broad array of 
constituents that each have their own agendas.  Far be it for me to try to predict what they 
will care about! 


