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The vast majority of the time, in the vast majority of deals, a borrower is able to comply with the terms of its credit
agreement, including the various covenants and obligations imposed on it by lenders as conditions for extending
credit, and eventually repay the lenders in full when loans come to maturity. But in those relatively rare occasions
when a borrower runs into trouble, things operate differently. When a borrower breaches its covenants or appears
to the lenders at risk of being unable to repay loans when they are due, what happens next? Though a bankruptcy
filing or liquidation may be the end result, it is typically not the preferred first step or outcome. This interim stage of
a loan deal—after some bumpiness, but before a bankruptcy, often called a “work out”—is not something to be afraid
of, but can give rise to new voices, strategies and professionals, works from a different playbook and employs a new
vernacular.
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