


er to 90 cents on the dollar. Most sponsors, if they're
willing to pony up, recognize that distressed investors
are just as happy to book a profit on the trade as they
would be actually gaining control of the asset.

“It’s a pretty quick flip,” Manning says, adding that
it would still present a compelling opportunity for the
distressed player.

Tom Bonney, founder and managing director of
CMEF Associates, believes that situations similar to
Lang will become more common. “You're going to see
more of that type of deal, where they bring in a friend-
ly,” he says.

Meanwhile, Bonney notes that another solution is
an equity infusion that at the same time solves balance
sheet issues and could position the company to be a buy-
er in an otherwise weak market. “These private equi-
ty firms have a lot of dry powder,” Bonney notes. “They
need to use it.”

Of course there are times when a bankruptcy is
unavoidable. Deal pros caution, however, that sponsors
should not use the sitnation to retaliate against the
creditors by mailing it in. Ripplewood Holdings, for
instance, was able to ger released from liabilities after

its Reader’s Digest portfolio company went bankrupt
and Ripplewood helped guide it through the Chaprer
11 proceedings.

Karen Ostad, a parter with Morrison Foerster,
notes that when possible, it’s better to sell assets — even
at a loss — than being pushed into the background as
a company is shuttled through a reorganization.

The problem, however, is that even when sponsors
are prepared to swallow a loss, a sale is no sure thing.
“Value is tough to come up with these days,” Ostad
says.

Another solution, one that is surprisingly com-
mon, is for sponsors to merely rebid for the assets af-
ter they go through a bankruptcy process. Angelo,
Gordon & Co., for instance, bought fitness center
Crunch in 2005, but saw the company sink into bank-
rupcy earlier this year. The firm paired off with New
Evolution Fitness Company to reacquire the assets.
This was the same tack taken by Patriarch Partners
last year, when it re-acquired American LaFrance, and
Sun Capital, which re-acquired portfolio companies
Big 10 Tire Stores and Fluid Routing Solutions after
stays in Chapter 11. M&
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While other magazines are shrinking, IDD's circulation
is growing. We are currently reaching 8,000 subscribers
(68% paid subscribers) who are institutional investors,
corporate officers and senior management from the
M&A, private equity, hedge fund, investment banking,
municipal finance and structured finance communities.
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