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Turnaround ManageMenT:
When Bad Things Happen to Good Leasing 
Companies
By Howard Brod Brownstein and noel M. Parsons

When a lessee’s cash-flow problems lead to requests for extensions and covenant waivers, and market forces 
threaten profitability and even the existence of a lessee’s business, it’s time for the leasing company to call in 
a turnaround professional.

T here was a time when leasing companies didn’t have to think about 

interviewing turnaround firms for the purpose of requiring a lessee 

to engage one of them to restructure a company in serious decline. 

There was also a time when GM and Chrysler didn’t think about hiring 

turnaround professionals either.

In light of current equipment values being in free fall, and with a 

tight lid still on credit, leasing portfolio managers need to become more 

proactive in preventing crash-and-burn scenarios of their customers’ busi-

nesses. Portfolio managers should tell lessees directly: “Either get outside 

help from one of the turnaround firms whose names I’m giving you …  

or the game is over.” Providing a list of three qualified turnaround firms, 

rather than just one, may help protect the leasing company from lender 

liability or equitable subordination claims. Such an ultimatum would 

help the customer break its “debtor denial” syndrome, and prompt it to 

engage a turnaround professional to assess realistically the business and 

its strategic alternatives. 

The turnaround professional’s assessment will go far beyond an 

accountant’s historical financial perspective, and will provide a more 

telling description and accurate measure of the present and likely future 

performance of the business enterprise. Analysis of organizational risk, 

operational efficiencies, financial ratios, cash-flow projections and liqui-

dation scenarios will be combined to provide a clear and complete picture 

of the customer’s business, as well as the possibilities for recovery. 

As an outside advisor or chief restructuring officer (CRO) who typi-

cally reports to the board of directors, with daily contact being the CEO, 

COO or CFO, the specific role and scope of services, as well as fees and 

expenses will be governed by a written engagement agreement that would 

be reviewed by the client’s counsel. 

While no two turnarounds are alike, patterns do exist in how turna-

rounds proceed. The outline below identifies the five stages of a business 

turnaround that might be helpful in understanding the turnaround process. 

These stages typically telescope into one another, but nonetheless they 

do represent distinct and identifiable activities: 

1.	 Management Change

2.	 Evaluation

3.	 Emergency Action

4.	 Stabilization

5.	 Return to Normal 

Noel M. ParsoNs 
Senior Consultant,
NachmanHaysBrownstein, Inc.

soMe TyPical sigNs of a BusiNess iN DecliNe
 •  Cash-flow issues

 •  Delay in financial reporting

 •  Stretch in accounts payable

 •  Decline in collections

 •  Lack of cash-flow planning

 •  Inability to meet budgets and projections

 •  Excessive equipment/inventory

 •  Vacancies and/or turnover in financial management

 •  Regulatory/legal issues
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reTurN To NorMal
The Return to Normal stage concentrates on development of the busi-

ness and revenue growth, without forgetting the difficult lessons learned 

from the turnaround. 

If efforts during the emergency or stabilization period fail to bring the 

company into an acceptable return position, it may be necessary for the 

turnaround professional to conclude that the company should be sold as 

a going concern, if possible, or proceed with an orderly wind down and 

liquidation sale. 

Leasing company executives and credit officers should consider 

joining the Turnaround Management Association (www.turnaround.org), 

which is the premier organization dedicated to corporate renewal. TMA 

sponsors the Certified Turnaround Professional (CTP) program, which 

helps differentiate those professionals that are dedicating their career to 

turnaround management through years of experience, passing a rigorous 

examination, and maintaining substantial continuing education.

The days may be over when a leasing company, faced with a default, 

could just repossess their equipment, sell it and come out whole. Leasing 

companies need to understand the turnaround process in order to help 

protect themselves from losses during the currently challenging economic 

conditions. Turnaround professionals play a key role in the process, and 

can help leasing companies preserve their assets. m
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MaNageMeNT cHaNge
The Management Change stage is critical because it includes assem-

bling the turnaround team, composed of outside professionals and key 

members of management, which will identify the turnaround strategy 

and implement it. Experience shows that, in many cases, members 

of management have to be replaced or augmented because they 

either cannot cope with the problem or may be inextricably part of it 

themselves. 

evaluaTioN
Once the turnaround team is in place, the Evaluation stage focuses on 

determining the viability of the business and identifying strategic alter-

natives, and the risks and resources necessary for each alternative. 

A key part of the evaluation stage is formulating a 13-week cash-flow 

projection in order to determine what trajectory the company is on, and 

whether the company may be in danger of running out of cash. It should 

be updated weekly with a variance analysis, and will serve as a tool to 

establish a common understanding of the facts for all stakeholders, and 

to break the cycle of denial that may have affected management. It will 

also help focus on any projected shortfall in cash flow that can then 

guide the actions of the turnaround team.

eMergeNcy acTioN
As noted above, the phases of a turnaround usually overlap, and so 

activities included in the Emergency Action stage likely began immedi-

ately upon realization that there was a problem. Improvement actions 

focus on cash flow, rather than profitability or market share. Treatment is 

typically aimed at symptoms rather than underlying causes, and is short 

term rather than long term. 

sTaBilizaTioN
The Stabilization stage includes a set of measures to help ensure the 

long-term survival of the firm, and involves a shift in attention from 

short-term cash flow to restoring profitability, and resuming growth. 

Sustaining profitability in addition to normal economizing of costs 

becomes the most important element for healthy growth. An under-

standing of the underlying reasons for the company’s past problems is 

necessary for any long-term solution.

Providing a list of three qualified turnaround firms 
… may help protect the leasing company from lender 
liability or equitable subordination claims.

leasing companies need to understand the turnaround 
process in order to help protect themselves from losses 
during the currently challenging economic conditions. 
Turnaround professionals play a key role in the process, 
and can help leasing companies preserve their assets.


