
 1 2 3 4 5 6 7 8 9 

Q & A
Middle Market Businesses stressed By ‘A turn of ebitda too Far,’ says gordian’s kaufman

education: Yale College and University of Virginia School of Law.

Professional Background: Practiced law for 6 years before going into invest-

ment banking.

Co-Author: Distressed Investment Banking: To the Abyss and Back. (Beard Books)

Favorite Pasttime: Golfing with his family.

Q: What’s your outlook on restructur-
ings and bankruptcies?   
a: in a zero percent interest rate world you 
continue to have hedge funds and a refi-
nancing market desperate for yield. in the 
current market they are going to stretch to 
refinance capital structures that – in other 
cycles – might not have attracted that kind 
of capital. You will see more refinancings, 
some restructurings, fewer bankruptcies. 

Q: does that change the minute we 
have a shift in u.S. interest rate policy?
a: That will change when interest rates 
start going up. Obviously interest rates 
could go up due to inflation even if the 
government does not want them to go 
up. Having said that, even in this ebul-
lient refinancing market there are portfolio 
companies of private equity firms and 
public companies that – even though in 
a vacuum they may be a good company 
with a real product, a real reason to ex-
ist and real ebitda – just have too much 
debt and won’t make it under the wire of 
however many times ebitda the market is 
going to bear for refinancing.

Q: are most of your assignments today 
out-of-court restructurings?
a: Very few of our clients get up in the 
morning and say ‘Today would be a good 
day to file a Chapter 11.’ So the goal 
almost always is get something done 
outside of Chapter 11. And, that’s what we 
try to accomplish. Sometimes you have to 
implement an agreed upon deal in court 
because if it is a maturity issue and you 
have just one holdout you have got to go 
into bankruptcy and flush them out. That’s 
what happened with Jobson healthcare. 

We got an out-of-court deal done very 
quickly, a debt maturity issue. Eleven of 
the 12 senior secured lenders agreed to 
it. So we were in and out of bankruptcy 
in 32-and-a-half days. Things happen 
relatively more quickly than in previous 
cycles – both bankruptcies and out-of-
court deals. 

Q: What is the common denominator 
for industries that have problems?
a: They are good companies with real ebit-
da but they have too much debt for them 
to access the refinancing market even in 
this ebullient environment. Healthcare is an 
area that’s going boom; we formed a joint 
venture with an outfit that does reconfigu-
ration of healthcare facilities. Our joint ven-
ture has been hired by interfaith (Medical), 
one of the troubled Brooklyn hospitals. 

Q: in this refinancing environment you 
really have to be stretched not to draw 
any lenders. are they middle market 
companies?
a: Yes, they are primarily middle market. 
Sometimes instead of a bridge too far it is a 
turn of ebitda too far. Maybe for a particular 
company the market could be 5.5 times 
trailing ebitda and this company is 6.1 times 
ebitda and they just can’t get that last turn 
done. They are not earning enough to refi-
nance the maturity of the debt. We do see in 
the last couple of years private equity firms 
are much more interested in doing whatever 
they need to do to get as much value from 
each portfolio company as they can. Gone 
are the days where they will just chalk up 
a hiccup to ‘That’s life and we will just do 
whatever the creditors want us to do.’ 

Q: is that because they are at the same 
time out raising money?

a: They are out raising money and it’s 
a more competitive environment. Their 
returns on all of their companies matter a 
lot. it used to be: ‘We have ten deals and 
two are going to be wipeouts and there 
will be singles and two will be doubles 
and three will be home runs and we 
are just going to wash our hands of the 
wipeouts and let the creditors do whatever 
they want to make them happy.’ Those 
days are gone. They want to wrest value 
out of everything. 

Q: are creditors willing to work with 
borrowers in this environment?
a: We call it plan A. The only reason 
they’ll do it is if we show them a cred-
ible plan B they are going to like less 
than plan A. The two real toggles we can 
switch on are converting debt to equity 
with minimal dilution and extending the 
maturity date. if the private equity firm 
is a bull on future performance – by 
pushing out the maturity date by two or 
three years we get them the runway to 
grow back into and beyond their capi-
tal structure. Most of the time creditors 
don’t want to do that. They want to own 
the company or see a liquidity event or 
see the company sold. We come up with 
strategies to encourage creditors to work 
with one or two of those toggles.

Q: do any of your firm’s private equity 
funds invest in distressed businesses?
a: No. These are two different worlds. We 
certainly can say we are a whole lot more 
sensitive to the needs and goals of private 
firms than other people who are restructur-
ing investment bankers because we are 
also PE folks these days albeit in a very 
limited sphere which is investing in wineries. 

The credit markets may be allowing for a record 
amount of high yield issuance, but not all 
businesses are readily able to refinance their 
debt and many of these companies fall into the 
middle market category, says peter kaufman, 
president of Gordian Group where he heads the 
firm’s restructuring and distressed M&A practice. 
Kaufman said in an interview with Aleksandrs 
rozens that private equity firms are no longer 
willing to accept the occasional wipeout. “They 
want to wrest value out of everything,” he said.
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