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THE CRYPTOCURRENCY CONUNDRUM —  
A Primer for Secured Lenders Entering the 
Cryptocurrency Space
Like personal computers, smartphones and the internet, 
cryptocurrencies are here to stay. For the secured lender, the 
blockchain technology that protects the privacy of the borrower 
can present an obstacle to securing collateral and receiving 
repayment. Alan Rosenberg provides a detailed explanation of 
the technology and a guide for lenders to protect themselves in 
cybercurrency transactions. 
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BENEFITS OF FUND-LEVEL DEBT IN ACQUISITION 
FINANCE
Fund financing is one of the fastest growing areas of the 
leveraged loan market. Frederick C. Fisher, Zachary K. Barnett, 
Christopher M. Chubb and Anastasia N. Kaup explain the 
advantages of using fund-level debt financing over traditional 
financing when acquiring portfolio companies.
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38
PROFILE OF SUCCESS
OUT OF RETIREMENT, INTO A NEW CHALLENGE:
FAGNANI LEADS NEW BANK LEUMI ABL DIVISION
With roots in Tel Aviv and branches the world over, Bank Leumi 
lacked only one thing — an ABL division. The bank corrected 
the situation this spring and hired Mark Fagnani, a veteran of 
many outstanding ABL institutions, to lead it. Fagnani shares 
his vision for Leumi and his mantra for success with ABF 
Journal editor Nadine Bonner.
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26
FINDING WHITE OAK: 

A.E. Wease Completes its Search  
for a New Lender

A. E. Wease Distributors, a 90-year old family-run business, 
spent five years as the borrower of a large Midwest-based 

bank. But the bank got cold feet about lending to Wease 
after a major customer was acquired and no longer needed 
a distributor. ABF Journal editor Nadine Bonner spoke with 
Wease’s Charles Tandy and Pete McCaffrey, who explained 
the process that brought them to a successful relationship 

with their new lender, White Oak Commercial Finance. 
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LENDING TO TECHNOLOGY COMPANIES: 

Collateral versus Cashflow?
As the U.S. changed from a manufacturing to a service-based 

economy, ABL lenders faced a growing array of challenges, 
including lending to software companies and coping with 

rapid hardware obsolescence. Hugh C. Larratt-Smith speaks 
with key lenders in this industry and learns how lending to 

technology has changed in the last 40 years.

BY HUGH C. LARRATT-SMITH, TRIMINGHAM
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higher-leverage acquisition loans to last out financings. 
Whether the financing need is medical office, seniors housing 
or skilled nursing, White Oak has a solution for you.For more 
information, please visit www.whiteoaksf.com.

White Oak Healthcare Finance, LLC (“WOHCF”), an affiliate of White Oak Global 
Advisors, LLC, is a lender to all subsectors within the healthcare industry including 
healthcare services, pharma and life sciences, medical devices, healthcare technology, 
healthcare real estate, hospitals and SNFs.  WOHCF has deep domain expertise with a 
sole focus on healthcare which enables it to provide flexible and creative solutions with 
certainty of execution.  WOHCF offers a differentiated product set including cash flow 
term loans, asset based loans and ABL Stretch facilities, unitranche facilities, last out 
financings, real estate financings, equipment financings and opportunistic investments.  

If your email is like mine, every day brings 20 or 30 messages about cryptocurrency in 
some form or another. My would-be correspondents are urging me to buy it, mine it or lend against 
it. But, what actually is it?

In this issue, Alan Rosenberg offers a detailed explanation of cryptocurrency — what it is, and 
what it isn’t. The infamous bitcoin, by the way, is only one of many cryptocurrencies on the market. 
Rosenberg compares definitions from the SEC and the IRS and parses whether cryptocurrency is 
a commodity or not, again depending on who defines it. He explains how lenders can secure an 
ephemeral currency that is, nonetheless, here to stay.

Lending to technology companies is also here to stay. Regular contributor Hugh Larratt-Smith takes 
us back to the Massachusetts Miracle of the 70s, where the technology revolution began, then 
brings us forward to today, explaining how lending to tech companies has changed.

Once a year, we take a look at how the other half — the borrowers — live. A.E. Wease Distributors 
is a family-owned company that has weathered both the Great Depression and the Great 
Recession. The company supplies everything from chewing gum to fried chicken to convenience 
stores in Missouri and Illinois. But Wease hit a roadblock two years ago when a major client was 
acquired by a large company and no longer needed its services. The publicly-owned bank that 
provided Wease with working capital backed out of the arrangement, and Wease had to find a new 
lender. Wease’s controller and operations manager explain the process that led Wease to White 
Oak Commercial Finance. 

Fund-level debt financing is an alterative to the traditional lending method used to finance acquisi-
tions. A team from the law firm Mayer Brown explains how fund-level financing can offer greater 
flexibility and lower costs for lenders.

This month’s profile features a tried and true ABL professional, Mark Fagnani. Fagnani began 
his career with the fabled firm of Congress Financial and has worked for some of the nation’s top 
companies, including Wachovia and First Union. After a brief stab at retirement, he is back in the 
game, heading Bank Leumi USA’s new ABL team

In our regular departments. Lon Singer explains the benefits and pitfalls of ABL lending to large 
public companies in Legal Lines. In Turnaround Corner, David Johnson provides the factors that 
lead to success in a restructuring. Cartoonist Jerry Gonzalez illustrates the many stops of Fagnani’s 
career in Final Cut. 

On this balmy (actually steaming hot) August day, it is hard to imagine it, but our final issue of the 
year is coming up next. ABL Outlook will offer overviews of 2018 and a preview of what is in store 
for ABL lenders in 2019. You won’t want to miss it. 
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MIDDLE MARKET

GROWTH CONTINUES FOR MIDDLE MARKET COMPANIES,  
BUT Q2/18 MMI SHOWS DROP IN CONFIDENCE

ACCORDING TO THE NATIONAL CENTER FOR THE MIDDLE MARKET’S Q2/18 indicator, 
growth in the middle market remains strong, but cracks are appearing in the 
optimism driving the unprecedented growth streak. MMI data showed the year-over-
year growth rate of 7.4% is still higher than past years’ averages; however, that 
number has dipped for the first time since mid-2017, with larger wholesale and retail 
middle-market businesses showing the steepest declines.

Overall economic confidence dropped, but confidence in the global economy 
in particular fell nearly 10 percentage points to 75% from 82% in Q1/18. More 

business leaders reported concerns over the cost implications of tariffs, jumping to its highest level in three years. Wholesalers 
were most anxious about the trade conflict — one in three feared its impact on their businesses. 

“Rising costs have been a slowly growing concern for middle-market companies for the last year or two — primarily driven 
by employee wages and benefits. But we’re now seeing that worry over the costs tariffs will impose on businesses is rising 
sharply and starting to take a toll on confidence,” said NCMM Executive Director Thomas A. Stewart. “What we know from our 
middle-market growth model is that economic confidence influences more than 30% of overall company growth, so it would be 
unsettling if this turns out to more than a dip, especially given the middle market’s critical role in driving America’s economy.”

These signs did not dampen the positive outlook: 43% of middle-market businesses reported an average 12.3% increase 
in orders, higher than a year ago and the highest ever recorded. Hiring also remains strong, with almost half of those surveyed 
expecting to increase their workforce in the year ahead. n

ECONOMIC OUTLOOK

NORTHERN TRUST: TARIFFS LIKELY TO AFFECT  
U.S. ECONOMIC RATES

U.S. TARIFFS ARE STILL RELATIVELY NEW, with the §232 tariffs on 
steel and aluminum now in effect and the first round of §301 
tariffs targeting China about to go into force. According to Northern 
Trust’s July U.S. Economic & Interest Rate Outlook, the economic 
effects of those actions are difficult to predict.

The U.S. economy is expected to continue growing, but not at the same rate it would without the tariffs or the possible 
retaliations against them. The outlook predicted 3% real growth this year and then a reduction in 2019 as the cost of trade 
actions becomes clearer and the short-term incentives from the Tax Cuts and Jobs Act expire.

The unemployment rate increased slightly to 4.0% in June from 3.8% in May, but more than 600,000 people were 
estimated to re-enter the workforce, which drove up both the unemployment rate and the participation rate (now at 62.9%). 
The overall pace of job creation remains strong, with 213,000 jobs created in June.

Q1/18 real GDP was revised down to a 2.0% annual pace, an insignificant change from initial estimates. Inflation continues 
to show signs of moderate growth, with the Consumer Price Index growing 2.8% year over year in May and the deflator on core 
personal consumption expenditures increasing 1.96% over the past year, just shy of the Fed’s target of 2%. Wage growth is keeping 
pace with inflation, with hourly earnings growing 2.7% year over year, but it has yet to take off despite low unemployment.

Practical outcomes of trade actions are starting to show anecdotally, as exemplified by Harley-Davidson’s decision to expand 
its manufacturing capacity outside the U.S. in expectation of higher costs for raw materials. Reflecting this, the prices paid 
component of the Purchasing Managers’ Index stood at 76.8, down slightly from its May reading but remaining elevated.

The Federal Open Market Committee raised the overnight federal funds rate to a range of 1.75% to 2.0% at its June 
meeting. Though committee members are paying attention to risks surrounding trade and a flatter yield curve, absent an 
economic shock, the Outlook expects the Fed will increase rates at least twice more in 2018, with three more hikes to 
approach the terminal rate in 2019. n
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The NRF previously 
predicted an increase 
somewhere between 3.8% 
and 4.4% in a forecast 
earlier in the year. As 
for tangible readings, 
the NRF reported 4.8% 
year-over-year growth 
in retail sales during the 
first half of 2018. The 
NRF also forecast GDP 
growth of 2.5% to 3% 
by year’s end. Driving 
increased sales and 
optimism were the effects 
of tax reform and other 
positive economic inputs, 
including an increase in 
wages, which has led to 
more disposable income, 
an improving job market 
and elevated household 
net worth. However, the 
NRF also warned that 
even though many of 
the international tariffs 
enacted of late, especially 
those against China, have 
not affected consumer 
goods, additional tariffs 
may. Imports have been 
on the rise as retailers 
attempt to stock up before 
such trade policies are 
put into action. The NRF 
believed the threat these 
policies pose will deterio-
rate consumer confidence 
in the near and long term. 

BEA: Gross Domestic 
Product Up 4.1% in Q2/18 
Real gross domestic 
product increased at 

believing they have a 
responsibility to retrain 
employees whose roles 
are replaced by technol-
ogy. Respondents also 
recognized a shift in 
threats to growth, with 
CEOs expressing extreme 
concern about geopo-
litical uncertainty (40%), 
cyber threats (40%), 
terrorism (41%), avail-
ability of key skills (38%) 
and populism (35%). 
These threats outpaced 
familiar concerns such 
as exchange rate volatil-
ity (29%) and changing 
consumer behavior 
(26%). Climate change 
and extreme weather 
events have also entered 
into the picture, with the 
percentage of CEOs con-
cerned doubling to 31%. 
According to the survey, 
business conditions in the 
middle market remained 
decidedly positive. A solid 
majority (72%) of CEOs 
said overall company 
performance was stronger 
than one year ago. 

National Retail Sales 
to Grow 4.5% in 2018, 
Trade Policy Threatens 
Consumer Confidence
The National Retail 
Federation revised its 
2018 economic forecast 
to predict a 4.5% 
increase in 2018 retail 
sales compared to 2017. 

100-point scale. However, 
optimism fell in Africa, 
Asia, Europe and Latin 
America, with economic 
uncertainty dominating 
respondents’ concerns. 
Many CFOs (41%) said 
hiring and retaining 
qualified employees 
was a top concern. The 
typical U.S. firm planned 
to increase employment 
by a median 3% in 2018, 
with wages expected to 
increase 4% on average.

PwC Survey: CEO 
Optimism Rebounds; 
Growing Anxiety over 
Security Concerns Looms
Advisory and tax firm 
PwC’s Global CEO 
Survey found a record-
breaking share of CEOs 
were optimistic about 
the short-term worldwide 
economic environment, 
with 57% believing global 
economic growth will 
improve over the next 12 
months, almost twice the 
level of last year (29%) 
and the largest increase 
since PwC began asking 
about global growth in 
2012. Another optimistic 
sign of growth, the 
majority of CEOs (54%) 
planned to increase 
their headcount in 2018. 
However, CEOs were 
also concerned about a 
growing digital displace-
ment, with two-thirds 

shift, with the retire-
ment of baby boomers 
creating a smaller and 
less experienced labor 
force. With a 17-year low 
unemployment rate at the 
start of 2018, executives 
are trying new ways to 
recruit and retain mil-
lennial talent, such as 
introducing more flexible 
hours (30%), offering 
improved benefits (13%) 
and more training (9%) 
and allowing employees 
to work from home (9%).

U.S. CFOs Concerned 
About Cyber Security, 
Remain Optimistic
The Duke University/
CFO Global Business 
Outlook survey, which 
concluded on June 7, 
2018, included interviews 
with senior financial 
executives from around 
the globe. Concerns about 
data security threats were 
at an all-time high among 
U.S. CFOs. U.S. com-
panies lead the world in 
preventive cybersecurity 
policies, followed in order 
of preventive activity by 
companies in Europe, 
Africa, Asia and Latin 
America. Though respon-
dents expected rising 
interest rates to dampen 
corporate growth, the 
Optimism Index in the 
U.S. remained at an 
all-time high of 71 on a 

in-store experiences, such 
as using a smartphone to 
make purchases via text 
messages sent directly 
to store associates.

Survey: Middle Market 
Companies Upbeat 
about Economy, Still 
Looking for Workers
According to the 2018 
JPMorgan Chase 
Business Leaders 
Outlook, middle market 
executives were over-
whelmingly upbeat about 
the global, national 
and local economies. 
Most respondents (82%) 
expected higher revenue 
and sales in 2018, with 
only 27% believing the 
new regulatory environ-
ment would make it 
harder to grow their 
business. Companies also 
expected to benefit from 
the 2017 tax overhaul, 
with 43% planning to 
invest in capital expen-
ditures, 33% increasing 
wages, 24% paying 
shareholder dividends, 
22% increasing hires, 
18% pursuing mergers 
and acquisitions and 
3% repurchasing shares. 
However, the survey also 
suggested rising talent 
recruitment concerns, 
with 54% of respondents 
rating it a top challenge. 
The shortage reflects an 
ongoing demographic 

2018 Retail Environment 
Ready to Re-Evaluate, 
Innovate
Despite the shake-ups 
a transitioning retail 
environment has expe-
rienced over the last few 
years, the Deloitte 2018 
Retail, Wholesale and 
Distribution Outlook 
envisioned a market that 
can adopt innovative 
ideas, reevaluate tradi-
tional profit models and 
combine with a strong 
economic outlook, which 
will lead to a much rosier 
future. Deloitte projected 
economic growth to 
continue at a moderate 
2% to 2.5% rate this 
year. Consumers should 
continue to benefit from 
a strong labor market and 
rising disposable income 
(up 1.8% so far this year), 
giving retailers more 
reason to be optimistic. As 
one-third of surveyed holi-
day shoppers preferred 
companies to have both 
an online presence and a 
brick-and-mortar option, 
Deloitte recommended 
retailers use this flex-
ibility as an opportunity 
to re-invest or re-orient. 
Deloitte cited the suc-
cessful J.C. Penny and 
Sephora “store within a 
store” partnership as an 
option to pursue, along 
with using technology 
to enhance online and 

GLOBAL CEOS REALISTIC ABOUT GROWTH IN FACE OF UNPRECEDENTED HEADWINDS
DESPITE BEING RELATIVELY BULLISH on the economy at large and their overall outlook for their country, optimism from 
global CEOs was tempered by a healthy dose of realism, with 55% predicting cautious topline revenue growth for their 
own business and 52% saying they will need to hit growth targets before hiring new skills, according to the KPMG Global 
CEO Outlook. CEOs also drew attention to a changing business environment, such as demographic shifts, geopolitical 
volatility and future cyberattacks, with 59% saying they feel a personal responsibility for protecting customer data.

“CEOs are harnessing the headwinds of change to steer their organizations to growth,” said Bill Thomas, chairman of 
KPMG International. “CEOs I’m talking with recognize that geopolitical uncertainty, disruption and cyber threats are their 

new normal. The best are looking for the opportunities this creates, changing their systems and, in some cases, their entire business. It’s clear that driving growth in 2018 
and beyond will require CEOs to combine resourcefulness and realism in equal measure.”

Four in 10 CEOs believed their business will require repositioning to meet the needs of millennials, while nearly half said becoming the victim of a cyber attack is a 
case of when, not if. With the current geopolitical environment, a “return to territorialism” was the number one threat to growth this year, with fear of a cyber security 
threat coming in at number two.

CEOs were optimistic about the macroeconomic environment, with 67% and 78% confident about global and industry growth prospects, respectively. Ninety percent 
were confident in their company’s growth prospects, up seven percentage points from 2017; however, only 37% planned to increase headcount by more than 6% over the 
next three years, down 10 percentage points. In fact, 55% predicted cautious revenue growth of less than 2% over the next three years.

Other highlights from the report included: 59% of CEOs saw protecting customer data as a critical personal responsibility, while 62% expected AI to create more jobs 
than it destroys; 59% believed agility is the new currency of business, though more than half were less confident in the accuracy of predictive analytics compared to 
historic data and 67% admitted they have relied on their own intuition over data-driven insights to make strategic decisions in the past three years. n

CEO CONFIDENCE
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Notable ABL Transactions 

MANUFACTURERS
BORROWER LENDER/FACILITATOR SIZE (MM) STRUCTURE

Aleris International Deutsche Bank $1,500.0 Revolver

Align Technology Wells Fargo $200.0 Revolver

Axonics Modulation Technologies Silicon Valley Bank $20.0 Revolver

Cantel Medical Bank of America $600.0 $400MM Revolver/$200MM Term Loan

CCA Industries PNC Bank $6.0 $4.5MM Revolver/$1.5MM Term Loan

Celestica Bank of America $800.0 $450MM Revolver/$350MM Term Loan

Charles & Colvard White Oak Commercial Finance $5.0 ABL Revolver

Christensen Arms Siena Lending Group $5.2 ABL Revolver

Cloud Peak Energy PNC Bank $150.0 Revolver

CNX Midstream Partners PNC Bank $600.0 Revolver

Cobalt 27 Capital Nation Bank of Canada $80.0 Revolver

Generac Power Systems Bank of America $300.0 ABL Revolver

Genesco Bank of America $400.0 Revolver

Gill Holding Company Huntington Business Credit $130.0 Revolver/Term Loan

Hallador Energy PNC Bank $267.0 $147MM Term Loan/$120MM Revolver

Harvard Bioscience Cerberus Business Finance $89.0 $64MM Term Loan/$25MM Revolver

Ichor Holdings Bank of America $300.0 $175MM Term Loan/$125MM Revolver

Intertape Polymer Group Bank of America $600.0 Revolver

Itafos Cortland Capital $165.0 Term Loan

Lamination Specialties MB Business Capital $24.5 Revolver

LMC Industries North Mill Capital $11.2 ABL Revolver

Mattel Bank of America $1,600.0 Revolver

Microchip Technology JPMorgan Chase $6,800.0 $3.8B Revolver/$3B Term Loan

Micron Products Rockland Trust Company $9.5 ABL Revolver

Mission Product Holdings Siena Lending Group $10.0 Revolver

Motorcar Parts of America PNC Bank $230.0 $200MM Revolver/$30MM Term Loan

Novocure BioPharma Credit $150.0 Term Loan

NRP Jones MB Business Capital $23.0 Revolver

Nu Skin Enterprises Bank of America $750.0 $400MM Term Loan/$350MM Revolver

PCX Aerostructures Siena Lending Group $12.0 Revolver

Plantronics Wells Fargo $1,275.0 Term Loan

Restoration Robotics Solar Capital, Bridge Bank $20.0 Revolver

Revlon Holdings Citibank $140.0 ABL Revolver

Rotech Healthcare SunTrust  $185.0 $160MM Term Loan/$25MM Revolver

Siesa Medical Sagard Credit Partners $42.5 Revolver

Smucker’s Bank of America  $1,500.0 Term Loan

Stanley Furniture North Mill Capital $16.0 ABL Revolver

Stewart Tubular Products Siena Lending Group $19.5 Revolver/Term Loan

Takeda Pharmaceuticals JPMorgan Chase $308.5 Revolver

Technical Consumer Products Encina Business Credit $45.0 Revolver

Tecogen Webster Business Credit $10.0 Revolver

Terex Credit Suisse $600.0 Revolver

TTM Technologies JPMorgan Chase $600.0 Term Loan

Unipower MidCap Business Credit $7.0 Revolver

Universal Stainless & Alloy Products PNC Bank $120.0 ABL Revolver
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cyberattacks, the con-
tinually shifting political 
environment at the fed-
eral level and the budget 
deficit. Trade policy, 
especially as it pertains 
to China, had roughly 
71% of survey respon-
dents somewhat or 
very worried. Relations 
with Russia and North 
Korea were also top of 
mind. Looking more 
specifically at the stock 
market, although most 
investors agreed volatil-
ity in 2018 has kept with 
the norm, 65% thought 
the the worst is ahead of 
us, with 81% expecting 
continued instability 
over the last few months 
of the year as opposed 
to stabilization. To 
address these mounting 
concerns, many investors 
are choosing strategies 
such as working with a 
financial advisor (42%) 
or attempting to improve 
the balance of their 
portfolios (35%). On the 
subject of cryptocur-
rency, especially bitcoin, 
the survey found that 
there remains a long 
road ahead. With a mere 
2% of investors currently 
owning bitcoin and a 
vast majority (72%) never 
planning on buying 
in, the cryptocurrency 
market has yet to make 
major inroads in the 
investment community 
the survey represents.

FOMC Raises Federal 
Funds Rate in June, 
Reports Strength 
in Labor Market
Minutes from the 
June meeting of the 
Federal Open Market 
Committee indicated 
the continued strength-
ening of the labor market 
and a strong first half of 
the year for real gross 
domestic product. With 
the national unemploy-
ment rate falling to 
3.8% in May, the FOMC 
also noted increases in 
compensation and in 
total industrial produc-

an annual rate of 4.1% 
in Q2/18, according to 
the advance estimate 
released by the Bureau 
of Economic Analysis. 
In Q1/18, real GDP 
increased 2.2%. The 
increase in real GDP 
in Q2/18 reflected posi-
tive contributions from 
personal consumption 
expenditures, exports, 
nonresidential fixed 
investment, federal 
government spending and 
state and local govern-
ment spending that were 
partly offset by negative 
contributions from private 
inventory investment and 
residential fixed invest-
ment. Imports, which are 
a subtraction in the calcu-
lation of GDP, increased. 
The acceleration in real 
GDP growth in Q2/18 
reflected accelerations 
in PCE and in exports, a 
smaller decrease in resi-
dential fixed investment, 
accelerations in federal 
government spending 
and in state and local 
spending. These move-
ments were partly offset 
by a downturn in private 
inventory investment and 
a deceleration in nonresi-
dential fixed investment. 
Imports decelerated.

Optimism Remains 
Elevated for Investors 
Despite Volatility, 
Potential Political Effects 
For the sixth-straight 
quarter, the Wells 
Fargo/Gallup Investor 
and Retirement 
Optimism Index score 
passed the 100 mark, 
with the Q2/18 index 
coming in at 103. While 
down from the 117 
recorded in November 
2017, it still marked con-
tinued optimism — along 
with a steady supply of 
concern. More than half 
of investors felt at least 
somewhat concerned 
about the volatility in the 
stock market. Some of 
the most pressing issues 
on the minds of investors 
were data breaches and 

DEAL ACTIVITY

NACM SAYS TARIFFS AND TRADE WARS HAVE 
POTENTIAL TO ERASE H1/18 ECONOMIC GAINS 
DESPITE QUARTERLY GROWTH IN Q2/18 that surpassed the reading from any quarter in the previous four 
years, as well as lower unemployment rates and an uptick in exports, the National Association of Credit 
Management still noticed “troublesome rumblings” in the July Credit Managers’ Index. The combined score 
of the index landed at 55.5, which remains in expansion territory, but was off from the 56.3 reading in the 
previous report. Declines in the index of favorable factors and stagnation in the index of unfavorable factors 
combined to form a slightly less optimistic view. Additionally, while the sales category remained in the 60s, 
it experienced a precipitous drop, particularly in the manufacturing sector. 

According to NACM economist Chris Kuehl, “The fear now is some of the factors that had been keeping 
the economy functioning reasonably well are starting to fade. Inflation threats are becoming very real with the 
recent rise of wages to accompany the rise in commodity prices. If there are further hikes due to the tariff 
and trade wars, the inflation threat becomes imminent and serious and very difficult to walk back from.”

Kuehl pointed specifically to the potentially disastrous effects trade wars and tariffs will have on 
manufacturers, who were aided in the short term by recent tax cuts which allowed for long delayed 
equipment acquisitions. According to the NACM, sales numbers in manufacturing plummeted from a 
“unusually high” reading of 69.1 to 62.4. A reading in the 60s still signals strength, but such a fall could be 
a harbinger of further regression.

In the service sector, the CMI’s combined score was 55.6, which was only a slight fall from June’s 
reading of 56.8. The sales reading, which was at 70.1 the previous month, fell to 65.3. In both services 
and manufacturing, credit requests have mostly decreased, but the rejections of credit applications reading 
has gotten better, indicating improved creditworthiness in an environment where credit applications have 
been on the decline. n
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remains a top priority, 
with record fundraising 
in 2017. Therefore, it’s 
no surprise that 55% 
expected to raise a new 
fund in 2018, and 60% 
expected the fund to be 
larger than the last fund 
raised. To achieve opera-
tional efficiency and 
revenue growth, CFOs 
are reevaluating where 
teams allot time, prefer-
ring value-add activities 
such as investment port-
folio analytics, technol-
ogy transformation and 
investor relations. CFOs 
intend to steal time back 
from tactical, routine 
areas such as fund 
accounting, treasury 
and human resources.

Fed Reports Economic 
Expansion in June
Economic activity 
continued to expand 
across the U.S., with 10 
of 12 Federal Reserve 
districts reporting 
moderate or modest 
growth. The outliers 
were the Dallas district, 
which reported strong 
growth driven in part by 
the energy sector, and 
the St. Louis district 
where growth was slight. 
Manufacturers in all 
districts expressed con-
cern about tariffs, and in 
many districts, reported 
higher prices and supply 
disruptions attributed to 
the new trade policies. 
All districts reported 
tight labor markets, 
and many said the 
inability to find workers 
constrained growth. 
Consumer spending was 
up in all districts with 
particular strength in 
Dallas and Richmond. 
Contacts reported higher 
input prices and shrink-
ing margins. Six districts 
mentioned trucking 
capacity as an issue 
attributed to a shortage 
of commercial drivers. 
Several districts reported 
slow growth in existing 
home sales but were not 
overly concerned about 
rising interest rates. 

108th straight month. 
The Employment and 
Prices Indices both 
improved in July, rising 
2.5 and 2.7 percentage 
points, respectively. The 
Prices Index reading of 
63.4% was an indica-
tor of increased prices 
for the 29th-straight 
month. Anthony Nieves, 
chair of the ISM Non-
Manufacturing Business 
Survey Committee, 
said, “There has been a 
‘cooling off’ in growth for 
the non-manufacturing 
sector.” He also men-
tioned concerns brought 
about by tariffs and 
deliveries. Sixteen of the 
18 non-manufacturing 
industries reported 
growth in July, includ-
ing rental and leasing, 
finance and insurance 
and retail trade.

Private Equity CFOs Take 
Varied Approaches to 
Achieve Efficiency 
According to the 
2018 Ernst & Young 
Global Private Equity 
Survey, PE CFOs facing 
pressures, including 
increased investor 
scrutiny and intensifying 
market competition, 
are seeking operational 
success via different 
pathways. The fifth 
annual survey of 110 PE 
CFOs found larger firms 
considered technology 
transformation and 
talent development key 
priorities, while smaller 
firms were more likely 
to view outsourcing 
as an alternative. The 
asset management 
industry continues to 
face investor pressures 
around fees, and the 
PE industry has not 
been immune. Of firms 
surveyed, 73% have 
experienced significant 
pressure from investors 
to reduce management 
fees, and as a result, 31% 
experienced margin ero-
sion. To protect margins, 
19% strategically cut 
expenses and grew top 
line revenue. Growth 

tion in April. The FOMC 
also reported U.S. 
consumer prices rose 
2.0% in April and core 
consumer price index 
inflation was up by more 
than 2% in May. In the 
consumer credit market, 
financing conditions 
did not change much 
in early 2017, which 
helped buoy increases 
in household spending. 
Such spending has risen 
along with the expand-
ing labor market, and 
these favorable factors 
have supported above-
average GDP growth in 
Q2/18. Based on these 
economic indicators, 
the committee opted 
to increase the target 
range for the federal 
funds rate to 1.75% to 
2%. The FOMC expects 
inflation to remain at 
2% over the medium 
term and is aiming for 
a gradual increase of 
the target range for 
the federal funds rate 
in the near term. For 
now, the committee has 
remained steady. In a 
release issued at the 
beginning of August, 
the FOMC reported 
very little change to its 
long-term expectations 
for inflation and opted 
to make no changes to 
the federal funds rate. 

Non-Manufacturing 
Sector Expands Despite 
Decreases in Some 
Underpinning Metrics
Even though it reached 
a reading of contin-
ued growth, the July 
PMI, as found in the 
Institute for Supply 
Management’s Non-
Manufacturing Report 
on Business, declined 
by 3.4 percentage points 
on a month-over-month 
basis, finishing at 55.7%. 
The report also revealed 
large decreases in the 
Business Activity Index 
and the New Orders 
Index, although the 
former still had a reading 
high enough (56.5%) to 
indicate growth for a 

ISM: GROWTH IN NEW ORDERS, PRODUCTION AND 
EMPLOYMENT, LOW CUSTOMER INVENTORIES

THE INSTITUTE FOR SUPPLY MANAGEMENT’S July 
2018 Report on Business reported yet another month 
of economic expansion in the manufacturing sector. 
The month was also the 111th-straight to feature 
growth for the overall economy. The report, issued 
by Chair of the ISM Manufacturing Business Survey 
Committee Timothy R. Fiore, revealed a PMI of 

58.1%, which was a 2.1 percentage point decline from June’s mark of 60.2%. 
July’s mark equated to a roughly 4.6% increase in real GDP. Like the PMI, the 
New Orders Index also experienced a notable decrease, going from 63.5% in 
June to 60.2% in July. Despite this, New Orders were at least 60% for the 15th 
consecutive month. The Production Index fell 3.8% to 58.5%, and the Supplier 
Deliveries Index tumbled even further, taking a 6.1% hit to land at 62.1%. 
Meanwhile, the Employment Index inched forward 0.5% to 56.5%, and the 
Inventories Index was lifted 2.5% to 53.3%. While the Prices Index decreased by 
3.6%, it still finished with a reading of 73.2%, meaning prices for raw materials 
were higher for the 29th-straight month. 

According to Fiore, the report also revealed a continued strengthening of price 
pressure, robust demand and expanding exports, but also noted “the nation’s 
employment resources and supply chains continue to struggle.” Fiore also said 
the Backlog of Orders Index expanded, just at a lower level than the previous 
month and “respondents are again overwhelmingly concerned about how tariff-
related activity, including reciprocal tariffs, will continue to affect their business.”

Also included in the report was an update on the 18 manufacturing 
industries, of which 17 reported growth in July. This included transportation 
equipment, electrical equipment, paper products and petroleum and coal 
products. The only manufacturing industry that reported a decrease in July was 
primary metals. n

TD ECONOMICS: INFLATION HITS 
HIGHEST LEVEL IN CLOSE TO A DECADE

ACCORDING TO TD ECONOMICS, consumer prices 
rose 0.2% in July in line with consensus 
expectations. Core CPI (excluding food and energy) 
also rose by 0.2%, the fastest gain since January.

From a year ago, headline inflation was 
unchanged at 2.9%, while the core rate edged up to 2.4% (from 2.3% in June), 
hitting its highest level since September 2008. Energy prices fell 0.5% month 
over month, declining for a second straight month. Food prices were up a 
modest 0.1%. Core goods prices rose for the first time in five months, up 0.1% 
month over month, while core services accelerated to 0.3% from 0.2%.

According to the report, inflation has yet to show major signs of acceleration, 
but July marked a step in this direction. With the gain in prices, the Fed’s preferred 
core PCE metric is likely to hit 2.0% on a year-over-year basis in the month.

Although expectations for inflation are tempered, all of the pieces are in 
place for price growth to move higher, according to the report. The labor market 
is tight, with more job openings than people to fill them, domestic demand is 
being buoyed by tax cuts and spending and tariffs will soon raise the price of 
imported consumer goods. 

With both inflation and employment at target, the economic data are 
supportive of the Fed’s expected path for interest rate increases, with two more 
likely before the year comes to a close. Faster inflation could be key to pushing 
longer-term bond yields higher and preventing the yield curve from inverting as 
the Fed continues to push short-term rates higher. n

CONSUMER CONFIDENCE
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Notable ABL Transactions
RETAILER/DISTRIBUTOR

BORROWER LENDER/FACILITATOR SIZE (MM) STRUCTURE

2nd Ave Citizens Bank $32.0 ABL Revolver

5N Plus HSBC $79.0 Revolver

Alkermes Morgan Stanley $284.5 Term Loan

Alliance Time CIT Group $30.00 Revolver

Apergy JPMorgan Chase $665.0 $415MM Term Loan/$250MM Revolver

APPVION Wells Fargo Capital Finance $185.0 $105MM Term Loan/$80MM Revolver

ASV Holdings PNC Bank $50.0 $35MM Revolver/$15MM Term Loan

Auramet Trading ING Capital $185.0 Revolver

Aurora Cannabis Bank of Montreal $200.0 $150MM Term Loan/$50MM Revolver

BRP Bank of Montreal $1,300.0 Revolver/Term Loan

BWX Technologies Wells Fargo $800.0 $500MM Revolver/$300MM Term Loan

Century Aluminum Wells Fargo $175.0 Revolver

Conner Industries Ares Commercial Finance $21.0 $18MM Revolver/$3MM Term Loan

Conn's Bank of America $650.0 ABL Revolver

Direct Source Seafood Veritas Financial Services $35.00 ABL Revolver

Fanzz Gear Ares Commercial Finance $11.0 Revolver

FERRO Deutsche, PNC $1,320.0 $820MM Term Loan/$500MM Revolver

Goosehead Insurance Holdings JPMorgan Chase $53.0 $40MM Term Loan/$13MM Revolver

Harvest Oil JPMorgan Chase $1,000.0 Revolver

Heritage Travelware Encina Business Credit $20.0 ABL Revolver

JackRabbit Encina Business Credit $15.0 ABL Revolver

LCI Industries JPMorgan Chase $325.0 Revolver

Lifeway Foods CIBC Bank $10.0 Revolver

Major Metals Company Huntington Business Credit $10.5 Revolver/Term Loan

Pilgrim's Pride CoBank $1,250.0 $750MM Revolver/$500MM Term Loan

Profound Medical CIBC Innovation Banking $18.8 Term Loan

Resverlogix Third Eye Capital $30.0 Revolver

Rolta Advizex Technologies Huntington Business Credit $20.0 Revolver

Sears Authorized Hometown Gordon Brothers Finance $40.0 Term Loan

Shutterfly Morgan Stanley $825.0 Term Loan

Sportsman's Warehouse Wells Fargo Capital Finance $250.0 Revolver

Summer Infant Bank of America, Pathlight $77.5 $60MM ABL Revolver/$17.5MM Term Loan

Superior Plus TD Bank, CIBC Bank $400.0 Revolver

The Finish Line PNC Bank $315.0 Revolver

Tree Island Steel Wells Fargo Capital Finance $80.0 $60MM Revolver/$20MM Term Loan

Unique Group MidCap Financial $46.0 Revolver

Vulcan MB Business Capital $30.0 Revolver

W.R. Grace Goldman Sachs $1,350.0 $950MM Term Loan/$400MM Revolver

Walker Zanger CIT Northbridge Credit $17.0 Revolver/Term Loan

Zacky & Sons Poultry Great Rock Capital $25.0 Term Loan

Zedcor Energy ATB Financial $13.5 Revolver



“ We appreciate the support, creativity, 
and flexibility that MB Business 
Capital provided to Spell and Adler.”

     Stacy Harmsen, Managing Director of 
     Spell Capital Mezzanine Partners

“ MB had the best overall financing cost 
of the 15 lenders we looked at. We were 
going through some tough challenges 
and MB was very accommodating and 
understanding to our situation. MB 
helped us hit our financing timelines and 
things have been very straightforward 
since closing.”

     David Critten, President, Landmark Mfg. Corp.

MB Means Business

The same experienced team at MB Business Capital has been delivering 

for our clients for over 35 years by focusing on one simple promise — 

commitments made in the first meeting are always delivered in the last. 

Call 877.265.3829 or visit mbbusinesscapital.com to learn more. 

Atlanta    Baltimore    Charlotte    Chicago    Dallas    Hartford    

Kansas City    Los Angeles    Milwaukee    Minneapolis    New York    

Phoenix    San Francisco    Toronto, Canada   Vancouver,  WA

Member FDICMB Business Capital is a division of MB Financial Bank. MB Financial Bank’s holding company is MB Financial, Inc.
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PERSONNEL NEWS

STERLING EXPANDS COMMERCIAL 
BANKING/FINANCE TEAMS

STERLING NATIONAL BANK expanded its 
Commercial Banking and Commercial 
Finance business units with four new 
hires in New York and New Jersey.

In the New York Metro market, Paul Keshian joined as senior managing director 
and SVP and Jeffrey Ackerman joined as managing director and VP. Keshian will 
be responsible for commercial real estate and multifamily relationships, while 
Ackerman will focus on middle market commercial loans and deposit relationships. 
Both joined from Santander Bank.

In the Westchester County, NY market, Steven Silverberg joined as managing 
director and VP, responsible for managing commercial loan and deposit 
relationships. Silverberg most recently worked with Customers Bank.

In the New Jersey market, James Meicke joined as managing director and VP, 
focusing on commercial real estate financing opportunities. Meicke joined from 
Amboy Bank.

“We are very pleased to welcome such talented new colleagues that bring deep 
expertise in commercial and asset-based lending,” said Tom Geisel, senior EVP and 

president of Corporate Banking. n

PERSONNEL NEWS

SANTANDER 
APPOINTS FAZIO 
TO HEAD TMT 
BANKING

SANTANDER 
BANK appointed 

Laura Fazio 

to head the 

Technology, 

Media and Tele-

communications 

(TMT) banking 

business in its Commercial 

Banking division. Based in New 

York, Fazio will be responsible 

for leading national strategy and 

investment across the TMT sector. 

She will report to Robert Rubino, 

Santander’s co-president and head 

of Commercial Banking.

“With more than 25 years of 

experience working with TMT clients, 

Laura understands the nuances 

of working with companies in this 

sector and is the perfect leader to 

head this business,” Rubino said.

Fazio most recently served as 

managing principal at Twin Oaks 

Advisors, a boutique investment 

banking advisory firm that she 

founded in 2010. While there, 

she advised small cap and middle 

market technology, media and 

entertainment companies seeking 

strategic advisory solutions as well 

as structured capital investment 

from institutional investors.

Before Twin Oaks, Fazio worked 

at Aladdin Capital Management as 

managing director and head of TMT. 

She also worked at Deutsche Bank 

as head of media and entertainment 

structured product and Dresdner 

Kleinwort as head of TMT capital 

markets and corporate finance. n

MERGERS & ACQUISITIONS

ORIX USA ACQUIRES NXT CAPITAL TO 
EXPAND INTO MIDDLE MARKET

ORIX USA and NXT Capital signed a definitive 
agreement for ORIX USA to acquire NXT 
Capital.

“We look forward to partnering with a 
company that has a track record for innovation 

and growth,” said Robert E. Radway, NXT Capital chairman and CEO. “All of our 
stakeholders — including sponsors, asset management clients and our employees 
— will benefit from ORIX USA’s global platform, leading-edge approach to business 
development and financial strength.”

“The acquisition of NXT Capital is one step forward in expanding our product 
set within our third-party asset management platform and achieving continued 
growth through strategic relationships,” said Hideto Nishitani, ORIX USA chairman, 
president and CEO. 

NXT Capital will become a subsidiary of ORIX USA, with Radway continuing 
to serve in his current role. NXT Capital will continue to operate under its existing 
brand and remain headquartered in Chicago.

The acquisition is expected to close in August 2018, subject to customary 

closing conditions and approvals. n

SEP/OCT 2018 L E N D E R S

https://www.snb.com/
https://www.santanderbank.com/us/personal
https://www.santanderbank.com/us/personal
https://www.orix.com/
https://www.nxtcapital.com/
https://www.nxtcapital.com/
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Mark Stebbins, Director
Freed Maxick CPAs

Paul Ciminelli, President & CEO
Ciminelli Real Estate Corporation

COLLATERAL CONFIRMED.
CONFIDENCE SECURED.

716.847.2651 
FREEDMAXICK.COM

Michael A. Boeheim, CIA, CFE
Director

Howard A. Rein, CPA, CFE
President 

Why do financial institutions across the 
country trust Freed Maxick ABL Services? 
As the nation’s largest niche provider of ABL 
services, Freed Maxick offers the proactive 
scheduling, rapid deployment and industry 
experience that top lenders demand. Trust 
our extensive experience for your pre-loan 
surveys and rotational field exams.

business development 
positions at Federal 
National Commercial 
Credit and Summit 
Financial Resources.

Zone Joins White Oak 
Healthcare Finance
Peter Zone joined 
White Oak Healthcare 
Finance as a director. 
He has more than 18 
years of experience in 
corporate finance and 
held a broad range of 
roles in origination, 
structuring and under-
writing. Zone previously 
served as an SVP in the 
healthcare leveraged 
finance group at GE 
Capital Healthcare 
Financial Services and 
as a senior investment 
analyst at John Hancock 
Financial Services.

Sharkey to Lead Combined 
Fifth Third, MB Financial 
ABL Business
Mike Sharkey was 
selected to head the 
combined national 
ABL business follow-
ing the merger of Fifth 
Third Bank and MB 
Financial. Jill York, 
the current manager 

and GMAC Commercial 
Finance. He previously 
held senior positions at 
Merrill Lynch Capital, 
PPM Corporate Finance 
and Heller Financial.

Citizens Adds Head 
of Corporate Finance 
to Exec Committee
Citizens Financial 
appointed Ted 
Swimmer, head of 
Corporate Finance and 
Capital Markets for 
Citizens Commercial 
Banking, to the 
company’s executive 
committee. A 25-year 
banking industry 
veteran, Swimmer 
joined Citizens in 2010 
as EVP and head of 
Capital Markets. He 
previously held a range 
of senior positions with 
Wachovia, including 
managing its Leveraged 
Finance activities. 

Osborn Joins ENGS 
Commercial Capital as EVP
Andrew Osborn joined 
ENGS Commercial 
Capital as EVP, direc-
tor of Sales. Before 
joining ENGS, he held 
sales management and 

PERSONNEL NEWS

Magnolia Financial 
Adds ABL Vet McArthur 
to Florida Team
ABL lender Magnolia 
Financial added 
industry veteran 
James McArthur to 
its senior management 
team while expanding 
its presence across 
Florida. McArthur 
will serve as EVP and 
lead Originations and 
Business Development 
efforts throughout its 
Southeastern foot-
print. Most recently, 
McArthur was EVP 
of Aegis Business 
Credit and a founding 
partner of Southern 
Capital Strategies.

Rise Line Adds ABL 
Vet Molenda
Michael Molenda joined 
Rise Line Business 
Credit as managing 
director of originations. 
A 25-year industry 
veteran, Molenda 
served as a managing 
director at Regions 
Bank, Great Rock 
Capital, Capital One 
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TOP 10    
NEWS STORIES 

OF THE 252 STORIES  posted on abfjournal.com in July 2018, these were the top 10 
news stories in order of reader popularity:

Sterling Expands Commercial Banking/Finance Teams 
7/23/18

ORIX USA Acquires NXT Capital to Expand into Middle Market 
7/03/18

Blackstone Re-Enters Direct Lending Market With $10B Pot 
7/24/18

Dallas Court Upholds $96.2MM Judgment Following BBVA Fraud Verdict 
7/06/18

Bank Leumi Hires Fagnani to Head New ABL Division 
7/17/18

GE Struggles to Fit GE Capital into New Plan 
7/17/18

Santander Appoints Schwinn to Head ABL & Restructuring 
7/11/18

Hana Financial Hires Industry Vets for ABL Business 
7/18/18

Capital One Taps BofA MD Porphy to Head New M&A Group 
7/03/18

PNC Names Leaders of New Houston Banking Team 
7/18/18

SEE  RELATED STORY IN FINAL CUT ON PAGE 48
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BANKRUPTCY NEWS

JPMORGAN CHASE AGENTS $45MM DIP 
FINANCING FOR NORDAM

THE NORDAM GROUP and its domestic 
subsidiaries filed a voluntary petition 
for protection under Chapter 11. 
NORDAM’s foreign subsidiaries and 

affiliates have not filed for bankruptcy in the U.S. or in their home jurisdictions.
The action follows a protracted contract dispute with Pratt & Whitney 

Canada regarding the PW800 nacelle system used in Gulfstream G500 and 
G600 aircraft.

According to documents filed with the U.S. Bankruptcy Court in Delaware, 
JPMorgan Chase will act as agent for a $45 million supermajority senior 
secured revolving credit facility to support the restructuring. The facility includes 
interim authority to draw up to $25 million under the proposed DIP financing.

The additional funds will help ensure operations continue uninterrupted 
during the restructuring process.

“We are confident in our company and its future. We will emerge from the 
Chapter 11 process successfully, as an even stronger company,” said NORDAM 
CEO Meredith Madden. “Outside of the contract situation with Pratt & Whitney 
Canada, our company programs and product lines are performing well, and we 
are pursuing several new business opportunities.”

Founded in 1969 and based in Tulsa, OK, NORDAM is an independently-
owned aerospace company. n
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Bradstreet, a provider 
of commercial data, 
analytics and insight 
services for businesses 
in a merger valued at 
$6.9 billion. Bank of 
America Merrill Lynch, 
Citigroup and RBC 
Capital Markets will 
provide debt financing 
to partially support 
the transaction.

WSFS Financial Merges 
with Beneficial Bancorp
Beneficial Bancorp and 
its subsidiary Beneficial 
Bank agreed to merge 
into WSFS Financial 
in a transaction valued 
at approximately $1.5 
billion. Upon comple-
tion, Gerard P. Cuddy, 
president and CEO of 
Beneficial, will become 
vice chairman of WSFS 
Bank and join the 
boards of directors of 
WSFS Financial and 
WSFS Bank, along with 
two mutually agreed 
upon current directors 
of Beneficial’s board.

International, where she 
supported several differ-
ent types of lending over 
the course of 14 years.

Umpqua Taps Mora to Lead 
Commercial Banking/
Wine Specialty Group
Umpqua Bank added 
Randy Mora as SVP 
and commercial bank-
ing manager to lead its 
North Coast Commercial 
Banking Office and 
Wine Specialty Group. 
A veteran banker with 
35 years of experience, 
Mora previously held 
positions at Wells Fargo, 
American Ag Credit 
and Exchange Bank. 

MERGERS & ACQUISITIONS

BofAML, Citigroup, 
RBC Support Dun & 
Bradstreet Acquisition
An investor group led by 
CC Capital, Cannae 
Holdings and funds 
affiliated with Thomas 
H. Lee Partners agreed 
to acquire Dun & 

York headquarters. 
Fagnani previously 
worked for Congress 
Financial and its suc-
cessor companies, First 
Union Business Credit, 
Wachovia Capital 
Finance and Wells 
Fargo Foothill, for more 
than 30 years. He also 
helped to establish HVB 
Capital, a subsidiary 
of Hudson Valley 
Bank, and EverBank 
Business Credit, where 
he launched the firm’s 
Healthcare ABL practice.

Lepri Joins MidCap 
Business Credit as VP
Lisa Lepri joined 
MidCap Business 
Credit as VP of 
Operations and 
Collateral. A 30-year 
industry veteran, Lepri 
has worked for several 
financial institutions and 
helped develop several 
collateral and operat-
ing systems. She most 
recently served as a 
collateral officer with RB 

joined PNC nearly 24 
years ago and has held 
various leadership 
roles. Byargeon joined 
PNC five years ago 
and previously served 
as managing director 
and head of Upstream 
Oil and Gas for Credit 
Agricole in the U.S. 

Armstrong Joins CapX as 
Bank Market Director
Jeffrey Armstrong 
joined CapX Partners 
in the newly created 
position of director, 
Bank Markets and 
Syndications. A 25-year 
banking and leasing 
professional, Armstrong 
most recently worked 
at Beacon Funding. 
He previously held 
positions at Old Kent 
Bank and American 
National Bank.

Hana Financial Hires 
Industry Vets for 
ABL Business
Hana Financial hired 
Michael Gardner as first 
SVP, CCO and portfolio 
manager, Tae Chung 
as SVP and marketing 
director, Austin Sohn 
as first SVP and New 
York branch manager 
and Yvonne Gonzales 
as VP and team leader 
of the Transportation 
Factoring Team.

Kabbage Names 
Rosenberg CFO
Online lender Kabbage 
appointed Scott 
Rosenberg CFO. 
Rosenberg previously 
served as the president 
and CFO of Purchasing 
Power and as CFO of 
eBay Enterprise, for-
merly GSI Commerce, 
where he helped grow 
the company’s revenue 
to nearly $2 billion and 
played an integral role 
in its sale to eBay.

Bank Leumi Hires Fagnani 
to Head New ABL Division
Bank Leumi USA hired 
Mark Fagnani to head 
its new ABL business 
based out of its New 

Aerospace & Defense 
Banking group based in 
San Diego. Griesbach 
most recently served as 
co-head of the Aerospace 
& Defense Commercial 
Banking Group Western 
region at Bank of 
America Merrill Lynch. 
He also worked for 
General Electric and 
Bank of America.

Utz Joins Ziegler 
Corporate Finance Team
Specialty investment 
bank Ziegler hired 
Christopher Utz as a 
director on its corporate 
finance team. Prior to 
joining Ziegler, he was 
a managing director at 
Pinta Capital Partners 
and held corporate 
finance and banking 
positions with CIT, 
Greystone, Fifth Street 
Finance, BNY Mellon 
and Merrill Lynch.

Brown Joins 
Hitachi Business 
Development Team
Scott Brown joined 
Hitachi Business 
Finance’s business 
development team in 
Atlanta. Brown most 
recently served as SVP 
at Midland American 
Capital. Previously, he 
served in VP positions 
at Allegiant Business 
Finance, Charter 
Capital Holdings and 
Presidential Financial.

PNC Names Leaders 
of New Houston 
Banking Team
PNC Bank’s new 
Houston banking 
team will be led by 
Julie Young Sudduth 
as regional president 
and supported by 
Christian Brown, 
head of Corporate 
Banking for the Houston 
market, and Thomas 
Byargeon, Energy 
Group leader. Sudduth 
previously served as 
EVP of Syndications 
at IBERIABANK and 
held multiple positions 
at Amegy Bank. Brown 

of leasing and indirect 
lending at MB, will 
head equipment finance 
and leasing, and Tom 
Partridge, the current 
head of commercial 
specialty products, will 
lead leveraged finance, 
asset securitization and 
dealer floor plans. 

Obermueller Joins CIT 
Supply Chain Finance Unit
CIT Group named 
Joerg Obermueller 
managing director of the 
Supply Chain Finance 
business within its 
Commercial Services 
division. Obermueller 
most recently served as 
head of Supply Chain 
Finance sales North 
America at Deutsche 
Bank New York. 
Earlier in his career, he 
worked at Postbank.

Comerica Promotes 
Sefzik, Foley to Expand 
Business Bank
Comerica Bank named 
Peter L. Sefzik EVP 
of the Business Bank. 
Brian P. Foley will 
succeed Sefzik as 
Texas market president. 
Foley joined Comerica 
in June 1992.

Martin Joins Triumph 
Commercial Finance 
ABL Team
Triumph Commercial 
Finance hired Kristin 
Martin as VP, national 
underwriting manager 
for its ABL team. She 
will be based in Dallas 
and report to Jim Allin, 
SVP, ABL leader. Martin 
most recently served as 
president for May 1st, 
a field examination firm 
she founded. Prior to 
that, she held positions 
at Crestmark Bank, 
First Growth Capital 
and LaSalle Bank.

City National Expands 
Aerospace/Defense 
Industry Team
City National Bank 
hired Mathew 
Griesbach as SVP 
and head of its new 

AssetReader ABL Data Analysis Software: 
Imports Excel, PDF, Text and Delimited Files 
Point & Click Receivable and Inventory Ineligibles 
Generates Detailed ABL Ineligible Reports 
Used by Major ABL Lenders & Field Exam Firms  
Grabs Stats from Sales, Cash and GL Reports 
Matches Contras from AP (dissimilar accounts too) 
Groups Concentrations (dissimilar accounts too) 
Automated Inventory Turnover & Excess Value 
Calculates Mathematical Accuracy 
Reduces Fraud with Special Tests and Reports 
Unmatched Ease of Use That Sets the Standard 
Integrates with AssetWriter & AssetArchive 
For Field Exam or Back Office Happiness 

ABL  DATA  POWER   !   

Also From  FinSoft — AssetWriter  field examination software, 
AssetArchive  real-time fraud detection, and ABL-Help industry guide. 

We also provide ineligible calculations and file conversions. 
Joseph R. Caplan, CPA, Managing Director 

(410) 747-7994  www.finsoft.net 
  Take the AssetReader Challenge! 
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vendors, lenders and 
other creditors on a 
plan of reorganization. 

Charlesbank Acquires 
Shoemaker Rockport
Charlesbank Capital 
Partners acquired the 
North American whole-
sale and e-commerce 
operations, all of the 
international operations 
and retail stores and the 
Aravon and Dunham 
brands of The Rockport 
Group in a §363 asset 
sale after the shoemaker 
filed for Chapter 11 
protection. Citizens 
Bank agented $60 mil-
lion in DIP financing to 
support the acquisition. 

Sterling Provides 
$737K DIP to Gump’s
Sterling Business 
Finance provided 
$737,000 in DIP 
financing to Gump’s, 
according to motions 
filed in the U.S. 
Bankruptcy Court. Hilco 
and Gordon Brothers 
will jointly manage 
Gump’s liquidation.

Wells Fargo, Gordon 
Bros Finance Provide 
$30MM Post-Petition 
Financing for Brookstone
Specialty retailer 
Brookstone filed for 
Chapter 11 protection 
and began closing its 
remaining 101 mall 
stores. Wells Fargo 
Bank and Gordon 
Brothers Finance will 
provide approximately 
$30 million in post-
petition financing to 
support operations 
during the sale and 
restructuring process.

NEW VENTURES

Sunflower Bank Launches 
Structured Finance Group
Sunflower Bank 
created a Structured 
Finance Group to 
provide relationship-
focused asset based 
lending and leveraged 
finance services to 
lower middle market 

Advisors — and business 
development corporation 
Corporate Capital Trust 
agreed to merge. The 
combined company will 
have more than $8 bil-
lion in assets invested in 
221 portfolio companies 
across 23 industries. 
CCT shareholders will 
receive a number of 
FSIC shares with a net 
asset value equal to 
the value of their CCT 
shares, as determined 
shortly before closing. 

SPECIALITY LENDING

Rosenthal Provides 
$4MM P/O Facility 
to Toy Company
Rosenthal & Rosenthal 
completed a $4 million 

leverage strong growth 
over the next 18 months 
into a higher valuation. 

TURNAROUND

JPMorgan Vet Kuhn 
Joins Getzler Henrich
Robert A. Kuhn joined 
Getzler Henrich 
& Associates as 
managing director in 
the firm’s New York 
headquarters. Kuhn 
spent a short time in 
private practice before 
joining Chemical Bank 
as a loan workout 
officer and attorney. 
He also served as 
managing director for 
the special credits 
group at JPMorgan 
Chase Bank. 

LEGAL

SEC Charges Repeat 
Offender in Stock 
Manipulation Scheme
The Securities and 
Exchange Commission 
charged Howard M. 
Appel with manipulating 
the stocks of Virtual 
Piggy, Red Mountain 
Resources and Rio 
Bravo Oil while on 
supervised release 
following his criminal 
conviction for a prior 
securities fraud. Appel 
agreed to settle the 
SEC’s charges and will 
be barred from serving 
as an officer or director 
of a public company, 
with his monetary sanc-
tions to be determined 
at a later date. The U.S. 
Attorney’s Office for the 
Eastern District of PA 
has filed a parallel crimi-
nal action against Appel.

BANKRUPTCY

Wells Fargo, GBFC Agent 
DIP for Samuels Jewelers
Samuels Jewelers 
filed for Chapter 11 for 
the fourth time. Wells 
Fargo will serve as DIP 
working capital agent 
for a $4 million senior 
secured super-priority 
revolver on an interim 
basis and $100 million 
following the entry of a 
final order, and agent 
up to $500,000 for 
new letters of credit. 
Gordon Brothers 
Finance will serve as 
DIP loan agent on a 
$10 million term loan. 

Encina Provides Up 
to $108MM DIP for 
National Stores
National Stores initi-
ated a court-supervised 
restructuring under 
Chapter 11 and will 
close 74 of its 344 stores 
as part of the process. 
Encina Business Credit 
agreed to provide up 
to $108 million DIP 
financing while National 
Stores works with its 

Gordon Brothers 
Acquires Bench Brand
Gordon Brothers 
acquired the streetwear 
company Bench Brand 
and its related intellectual 
property assets. Gordon 
Brothers will focus on re-
establishing the brand’s 
European e-commerce 
presence and its whole-
sale footprint there. In 
North America, it will 
continue the brand’s 
long-standing partner-
ship with Freemark 
Apparel Brands Group.

FS/KKR to Create 
Second Largest 
Publicly-Traded BDC
FSIC — a partnership 
between FS Investments 
and KKR Credit 

P/O finance facility to 
support a California-
based toy company that 
operates under its own 
brand as well as with 
several licenses. The 
financing allowed the 
company to fulfill an 
influx of sales orders for 
a plush toy program with 
several major retailers. 

Versant Funds $8MM 
Factoring Facility 
for Tech Start-Up
Versant Funding 
provided an $8 million 
non-recourse factoring 
facility for a start-up 
tech company. The 
facility will be used as 
a bridge to delay an 
equity raise, giving the 
owners the ability to 

L E N D E R S

SPECIALTY LENDING

SPECIALTY FINANCE TRANSACTIONS
Factoring, PO Facilities, Working Capital Lines, etc. — Announced 7/5/18 – 8/10/18

PROVIDER TYPE SIZE* DESCRIPTION LOCATION

Allied Affiliated Funding A/R Facility $8,000 Display Designer NJ

 A/R Facility $1,350 Machine Shop TX

 A/R Facility $500 Wireless Equipment Provider KY

Celtic Capital A/R Line of Credit $1,000  Bakery WA

Crestmark A/R Purchase Facility $4,000  Trucking GA

 A/R Purchase Facility $2,400  Trucking CA

 Ledgered Line of Credit $2,000  Staffing PA

Gateway Trade Funding P/O Finance Facility $1,500  Sourcing KY

Gibraltar Line of Credit Facility $1,500  Garden Products NC

J D Factors Factoring Facility $600  Transportation IL

 Factoring Facility $400  Transportation NJ

 Factoring Facility $300  Transportation MI

King Trade Capital Trade Finance Facility $5,000  Telecommunications Equipment N/A

Liquid Capital Factoring Facility $2,000  Tech Company AB

 ABL Facility $1,500  Construction NC

 Factoring Facility $1,000  Eyeglasses CA

Rosenthal & Rosenthal P/O Finance Facility $4,000  Toy Company CA

 P/O Finance Facility $500  VR Game Developer N/A

Sallyport Comm’l Finance A/R Facility $2,000 Diversified Company N/A

 A/R Facility $1,500 Gaming Distributor N/A

TradeCap Partners P/O Funding Facility $1,500 Cosmetics Distributor TX

 Production Finance Facility $400 Winemaker N/A

Versant Funding Non-Recourse Factoring Facility $8,000 Tech Start-Up N/A

Not reading about your company? Send us your notable transactions and other news…
Submit your transaction info to Nadine Bonner, editor, via e-mail at nbonner@abfjournal.com.
*Includes transactions ≥ $300K to $8MM (borrower not disclosed). ($ = thousands)
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Stanley, Bank of 
America Merrill Lynch 
and RBS Securities.

Gordon Bros Finance, 
GB Provide $40MM 
Facility to Cherokee 
Marketing platform 
Cherokee Global 
Brands replaced its 
credit facility with a new 
$40 million, three-year 
financing agreement 
with Gordon Brothers 
Finance and Gordon 
Brothers and new 
subordinated promis-
sory notes with existing 
subordinated lenders 

PNC Closes $120MM ABL 
with Universal Stainless
Specialty steel 
manufacturer Universal 
Stainless & Alloy 
Products completed a 
five-year $120 million 
ABL credit agreement 
with PNC Bank, 
increasing the maximum 
line of the company’s 
revolver to $110 million 

and is currently on TMA 
Global’s board of trustees.

INDUSTRY NEWS

Gibraltar Closes $1.5MM 
L/C for Lehr Holdings
Gibraltar closed a $1.5 
million line of credit 
facility for propane-
powered product 
manufacturer Lehr 
Holdings. The proceeds 
were used to refinance 
an existing facility and 
provide additional work-
ing capital flexibility. 

Buchanan Joins 
Oppenheimer as Head 
of Restructuring
Bruce Buchanan joined 
Oppenheimer as head 
of Restructuring and 
Special Situations based 
in New York. Prior to 
joining Oppenheimer, 
he was head of Debt 
Capital Advisory 
for PwC Corporate 
Finance. He also held 
positions at Morgan 

producer of carbon 
steel. Proceeds from 
the financing will be 
used to provide working 
capital and fuel capital 
investment projects.

ASSOCIATION NEWS

Turnaround Management 
Association Names 
Stuart CEO
The Turnaround 
Management 
Association chose 
Scott Y. Stuart as its 
CEO. Stuart has nearly 
30 years of experience 
in the restructuring, 
legal and distressed 
investment sectors. He 
has held leadership roles 
at various institutions, 
including the Office of 
the U.S. Trustee, Rivkin 
Radler and Donlin 
Recano. Stuart most 
recently served as CEO 
of Esquify, a legal tech 
startup he co-founded. He 
has been a TMA member 
for more than 15 years 

European direct lend-
ing fund, Ares Capital 
Europe IV, at a hard cap 
of €6.5 billion ($7.609 
billion) in total commit-
ments. ACE IV is the 
largest European direct 
lending fund raised to 
date and is a significant 
increase from ACE 
IV’s predecessor fund, 
ACE III, which closed 
in May 2016 at €2.5 
billion ($2.927 billion). 

White Oak Commits 
$118MM to British Steel
White Oak Asset 
Finance committed 
£90 million ($117.529 
million) to British 
Steel, a UK-based 

backed, privately-held 
and public corporate 
entities. HL Finance 
will act as arranger 
on syndicated loan 
transactions and 
has entered into an 
agreement with HPS 
Investment Partners, 
as the initial strategic 
investor, to participate 
in the transactions and 
provide underwrit-
ing commitments of 
up to $1 billion.

INTERNATIONAL

Ares Closes Direct 
Lending Fund at $7.609B
Ares Management 
closed its fourth 

companies and private 
equity investors. TJ 
Kern, Structured 
Finance Group man-
ager and team lead, 
Dustin Jacobson, 
managing director of 
Asset Based Lending, 
and David Harper, 
managing director of 
Leveraged Finance, 
joined Sunflower in 
Denver to run the group.

Houlihan Lokey Launches 
Syndicated Leveraged 
Finance Platform
Houlihan Lokey 
launched HL Finance 
to arrange senior 
secured leveraged loans 
for financial sponsor-

Finance with collateral, not credit.

It’s difficult for financially challenged companies to preserve capital and 
manage cash flow to move ahead. Utica Leaseco can help improve your  
clients’ position with a creative funding approach that gets challenging 
deals done, fast. They’ll benefit with lease and loan solutions such as:
• Capital leases and sale/leaseback transactions
• Secured loans
• Debtor-in-possession financing
 Contact us today!
 248-710-2134 | info@uticaleaseco.com | www.uticaleaseco.com

Experience a whole new

on life for your clients.
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ASSOCIATION NEWS

TMA HONORS FOUR PROS WITH 
INDIVIDUAL AWARDS

THE TURNAROUND MANAGEMENT 
ASSOCIATION selected Alexander J. Boerema of 
Aurora Management Partners and Zachary P. 
Hyman of Berger Singerman as the recipients 
of the TMA Emerging Leader Award; Bernadette 
M. Barron, CTP of Barron Business Consulting, 

as the recipient of the Outstanding Individual Contribution Award and Janine 
Figueiredo of Hahn & Hessen as the recipient of the Chapter Impact Award.

“It is my pleasure to celebrate these outstanding turnaround professionals 
who are leading so many initiatives and making a difference for the 
restructuring industry,” said Jonathan Reimche, TMA Global awards committee 
chairman and partner at PwC. “These four members have worked tirelessly to 
make a significant contribution to our organization and completely deserve this 
special recognition.”

Boerema became actively involved in the TMA Chicago/Midwest chapter 
in 2014. Since then, he has held several leadership positions and currently 
holds the positions of treasurer for the Chicago/Midwest chapter and chair for 
TMA Global NextGen. He has been instrumental in growing the TMA Global 
NextGen Leadership Meeting, which will become the TMA NextGen Leadership 
Conference this year, opening registration to all who are interested in attending. 

Hyman took on his first leadership role in the TMA Florida chapter in 2014 
as chair of the chapter’s NextGen committee. He now serves as the president 
of the Florida Chapter, a role he has held since 2016. Hyman restructured the 
chapter by developing a vision, decreasing expenses, hiring a new administrator 
and reconstituting the board of directors. 

Barron joined the TMA Chicago/Midwest Chapter in 2003. She has been 
actively involved in the Chicago chapter, including work with its community 
outreach and pro bono committees. Barron also played an important role in 
revamping the Certified Turnaround Professional process and was an integral 
figure in the development of test materials and study guides. 

Figueiredo has served in various leadership roles at the TMA New York 
City chapter since 2010. Her early work focused on improving the chapter’s 
programming and membership initiatives. In 2014, Figueiredo was appointed as 
the chapter’s general counsel and began leading the governance committee to 
redefine the chapter’s governance structure and policies.  n

https://turnaround.org/
https://turnaround.org/


18  •  abfJournal  •  SEP/OCT 2018

to facilitate the com-
pany’s long-term growth.

Great Rock Capital 
Closes $12MM Facility 
with Imperial Toy
Great Rock Capital 
closed a $12 million 
senior secured credit 
facility with Imperial 
Toy. The new capital 
will be used to increase 
business production 
and position the firm 
for accelerated growth.

CIT Northbridge 
Arranges $17MM Walker 
Zanger Facility
CIT Northbridge Credit, 
the joint venture financ-
ing unit of CIT Group 
and Allstate, served 
as sole lead arranger 
on a $17 million senior 
secured revolving and 
term loan credit facility 
for Walker Zanger, a 
retailer and wholesale 
distributor of ceramic, 
marble, granite and 
limestone tiles and slabs. 

CoBank Agents $1.25B 
Facility for Pilgrim’s Pride
Chicken proces-
sor Pilgrim’s Pride 
amended its credit 
facility to consist of a 
$750 million revolving 
credit facility and a term 
loan commitment of 
$500 million, along with 
an expansion feature 
that may increase the 
facility by an additional 
$1.25 billion. CoBank 
served as administrative 
agent and collateral 
agent on the facility. 

MidCap Financial Provides 
$40MM Facility to Camaco
MidCap Financial 
provided a $40 million 
senior credit facility to 
Camaco, a supplier of 
seating structures and 
related components for 
the automotive industry. 
The facility refinanced 
the company’s prior 
credit facility with a 
commercial bank and 
provided working capital 

JAKKS Pacific. The 
proceeds will be used 
to pay off a portion of 
JAKK’s short-term debt 
maturities and provide 
an additional source 
of working capital.

Antares/Bain Arrange 
$794MM in Unitranche 
Facilities in July
Antares Bain Capital 
Complete Financing 
Solution, a joint ven-
ture between Antares 
Capital and Bain 
Capital Credit, closed 
$794 million in four 
unitranche transactions 
for both new and exist-
ing borrowers. Those 
transactions included 
a $139 million senior 
secured credit facility 
to support the The 
Riverside Company’s 
acquisition of Abracon, 
a $325 million senior 
secured credit facility 
for AmSpec and a $140 
million senior secured 
credit facility for HFC.

as sole lead arranger, 
sole bookrunner and 
administrative agent. 
The funding will support 
the company’s growth.

BofA Agents $300MM 
ABL for Generac 
Power Systems
Backup power products 
manufacturer Generac 
Power Systems com-
pleted an ABL revolving 
credit facility consisting 
of a $250 million U.S. 
revolver and a $50 mil-
lion UK revolver. Bank 
of America acted as 
administrative agent, 
JPMorgan Chase as syn-
dication agent and Wells 
Fargo as documentation 
agent on the transaction.

Great American Provides 
$20MM Term Loan 
to JAKKS Pacific
Great American Capital 
Partners agreed to 
provide a $20 million 
senior secured term loan 
to toy manufacturer 

refinance senior indebt-
edness and to fund 
working capital needs.

BofA Agents New $300MM 
Revolver for TrueBlue
Staffing company 
TrueBlue completed 
a new $300 million 
revolver with Bank of 
America as administra-
tive agent. Bank of 
America Merrill Lynch, 
Wells Fargo Securities 
and PNC Bank served 
as joint lead arrangers 
and joint bookrun-
ners. Wells Fargo, 
PNC Bank, KeyBank 
and HSBC Bank 
USA were co-agents 
on the transaction. 

IDB Agents $372MM 
Facility for Merchant 
Financial
Capital provider 
Merchant Financial 
Group expanded its 
existing credit facility 
from $323 million to 
$372 million. IDB served 

and reducing its term 
loan to $10 million. 

CIT Northbridge Provides 
$35MM Imperial Crane 
Credit Facility
CIT Northbridge Credit 
served as sole lead 
arranger on a $35 mil-
lion senior secured credit 
facility for Imperial 
Crane Services. The 
new line of credit 
refinances a prior credit 
facility and enables the 
company to execute 
its business plans.

MB Business Provides 
$10MM Facility to 
Specialty Steel
MB Business Capital 
provided a new $10 mil-
lion senior credit facility 
to Specialty Steel 
Supply, a distributor of 
stainless and nickel alloy 
steel bars to the oilfield, 
energy, aerospace, 
defense, industrial and 
automotive sectors. 
The facility was used to 
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LBC Supports Wynnchurch 
Acquisition of CPS
LBC Credit Partners 
acted as agent and sole 
lead arranger on $76.5 
million in senior secured 
credit facilities to sup-
port private equity firm 
Wynnchurch Capital’s 
acquisition of Critical 
Process Systems Group, 
a provider of products 
and services for a broad 
range of industries, includ-
ing biopharmaceutical, 
chemical, and oil and gas.

JPMorgan Agents New 
$300MM ABL Revolver 
for Star Group
Star Group closed 
a $300 million ABL 
revolver with JPMorgan 
Chase as administra-
tive agent. The facility 
expires in July 2023 
and can expand to $450 
million during the heat-
ing season of December 
through April each year. 
Bank of America and 
Citizens Bank acted as 
co-syndication agents 
on the transaction. 
KeyBank, Regions 
Bank, TD Bank and 
BMO Harris acted 
as co-documentation 
agents. JPMorgan 
Chase, Merrill Lynch 
and Citizens Bank 
served as joint lead 
arrangers and joint 
book runners.

After Hours Banking Loans 
Top $1B for Kabbage
Online lender Kabbage 
reported 145,000-plus 
customers accessed more 
than 300,000 after-hours 
loans for a total of more 
than $1 billion in fund-
ing. The total number 
of dollars accessed 
through Kabbage outside 
of typical banking 
hours increased more 
than 6,000% between 
2011 and 2018, reflect-
ing business owners’ 
growing comfort in 
accessing online 
capital. The majority 
of after-hour lending 
(64%) was accessed 
during the work week.

facility refinanced the 
company’s existing indebt-
edness and will support 
its long-term growth.

Citibank Agents Up to 
$140MM ABL for Revlon
Citibank served as 
administrative agent 
on a euro-denominated 
$90 million senior 
secured ABL term loan 
for Revlon Holdings 
and its subsidiaries. 
The facility contains 
an uncommitted incre-
mental facility which 
may be increased by up 
to $50 million, subject 
to certain conditions. 

WFCF Leads New 
$200MM ABL for Chico’s
Women’s clothing 
retailer Chico’s FAS 
completed a $200 
million senior secured 
credit facility with Wells 
Fargo and other lend-
ers to support ongoing 
business operations.

White Oak, Others 
Support Getronics 
Acquisition of Pomeroy
Getronics acquired 
Pomeroy, a provider 
of digital workplace 
transformation services. 
The acquisition was 
supported by an $815 
million financing and 
recapitalization transac-
tion. CPPIB Credit 
Investments, Permira 
Debt Managers and 
White Oak Global 
Advisors led a $550 
million first lien senior 
tranche on the financing. 

Crystal Provides $9.5MM 
Facility to Birks Group
Fine jewelry company 
Birks Group completed 
a C$12.5 million ($9.5 
million) senior secured 
term loan with Crystal 
Financial. The loan 
matures in October 
2022, bears interest 
at an annual rate of 
CDOR +8.25% and is 
subordinated to the com-
pany’s existing senior 
secured revolver with 
Wells Fargo Canada.

BofA Amends $750MM 
Barnes & Noble 
Credit Facility
Barnes & Noble 
amended its existing 
$750 million credit 
facility and extended it 
through July 2023. Bank 
of America served as 
administrative agent 
on the amendment. 
Bank of America, 
JPMorgan Chase 
Bank, Wells Fargo and 
SunTrust Robinson 
Humphrey acted as 
joint lead arrangers 
and joint book runners 
on the transaction.

Crédit Suisse, Crédit 
Agricole Provide $93MM 
ABL Facilities to OnDeck
Online lender OnDeck 
closed a $55.179 million 
ABL revolver with Crédit 
Suisse and a $37.753 
million ABL revolver 
with Crédit Agricole. 
The Crédit Suisse facility 
will be used to refinance 
OnDeck Australia’s 
current loan book at 
a significantly lower 
cost, as well as fund 
future originations. 

WFCF Provides Facility to 
Rise Line Business Credit
Wells Fargo Capital 
Finance completed 
a revolving leverage 
facility with Rise Line 
Business Credit, a 
senior secured lender 
to lower middle market 
companies across 
North America.

Next Edge Provides 
$36MM in ABL Facilities
Next Edge Commercial 
Finance closed two facil-
ities, a $14 million ABL/
specialty finance facility 
and a $22 million ABL/
specialty finance facility 
for consumer finance 
companies in Toronto. 

MidCap Financial Provides 
Facility to Lux Global Label
MidCap Financial 
provided a senior secured 
credit facility to Lux 
Global Label Company, 
a labeling supplier. The 

EVENTS
OCTOBER 18-19, 2018

Int’l Factoring Assoc 
Think Ahead Training Class 
Las Vegas, NV 
805-773-0011 
factoring.org

OCTOBER 18-20, 2018
Turnaround Management Assoc 
Cross Border 2018 
Lake Louise, Alberta 
503-374-2098 
turnaround.org

OCTOBER 23-25, 2018
Association for Corporate Growth 
M&A East 2018 
Philadelphia, PA 
312-957-4269 
acg.org

OCTOBER 25-26, 2018
Int’l Factoring Assoc 
Construction Factoring Class 
Las Vegas, NV 
805-773-0011 
factoring.org

OCTOBER 25-26, 2018
Financial Executives Int’l 
COSO ERM Certificate Course 
Parsippany, NJ 
973-765-1000 
financialexecutives.org

OCTOBER 28-31, 2018
Natl Conf of Bankruptcy Judges 
National Meeting 
San Antonio, TX 
949-497-3673 
ncbjmeeting.org

NOVEMBER 5, 2018
Association for Corporate Growth 
Healthcare Conf/NE Industry Tour 
Boston, MA 
781-213-9990 
acg.org

NOVEMBER 6, 2018
American Bankruptcy Inst 
Mid-Level Prof Develop Program 
New York, NY 
703-739-0800 
abi.org

SEPTEMBER 26-28, 2018
Turnaround Management Assoc 
30th Annual Conference 
Colorado Springs, CO 
312-578-2029 
turnaround.org

OCTOBER 3, 2018
American Bankruptcy Inst 
Western Region Endowment Dinner 
Los Angeles, CA 
703-739-0800 
abi.org

OCTOBER 3, 2018
New York Institute of Credit 
Future Leaders Awards Ceremony 
New York, NY 
917-338-7000 
instituteofcredit.org

OCTOBER 4, 2018
Commercial Finance Assoc 
Middle Market Capital Symposium 
Chicago, IL 
847-867-1870 
cfa.com

OCTOBER 11-12, 2018
American Bankruptcy Inst 
Midwestern Bankruptcy Institute 
Kansas City, MO 
703-739-0800 
abi.org

OCTOBER 15-16, 2018
Int’l Factoring Assoc 
Small Factors Meeting 
Las Vegas, NV 
805-773-0011 
factoring.org

OCTOBER 16, 2018
New York Institute of Credit 
NYIC, IFA Northeast Lending Conf 
New York, NY 
917-338-7000 
instituteofcredit.org

OCTOBER 17-18, 2018
Financial Executives Int’l 
Develop SEC Reporting & Filing 
San Francisco, CA 
973-765-1000 
financialexecutives.org

INTERESTED IN HAVING YOUR INDUSTRY EVENTS PUBLISHED?
E-mail your relevant event details to Amanda Koprowski at akoprowski@abfjournal.com

GO TO ABFJOURNAL.COM FOR A COMPLETE LIST OF UPCOMING EVENTS!

calendar

L E N D E R S
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ALOSTAR CAPITAL FINANCE 

SWK Holdings Lender 
$20.0 

Revolver  
Provider/Healthcare Financing   Supports growth plans 

ALPINE CAPITAL 

Knight Dental Admin Agent 
$17.0 

$12MM Term Loan/$5MM Revolver  
Provider/Dental Lab Services   Supports growth plans 

ARES COMMERCIAL FINANCE 

Fanzz Gear Lender 
$11.0 

Revolver  
Retailer/Licensed Sports Merchandise   Supports refi 

BANK OF AMERICA 

Celestica Admin Agent 
$800.0 

$450MM Revolver/$350MM Term Loan  
Manufacturer/Supply Chain Solutions   Replaces existing facility  

TriNet Admin Agent 
$675.0 

$425MM Term Loan/$250MM Revolver  
Provider/HR Solutions   Jt lead arrangers: Merrill Lynch, Bank of the West, JPMorgan Chase, Wells Fargo Securities

Cantel Medical Admin Agent 
$600.0 

$400MM Revolver/$200MM Term Loan  
Manufacturer/Medical Devices   Jt lead arrangers: Wells Fargo Securities, JPMorgan Chase  

Generac Power Systems Admin Agent 
$300.0 

ABL Revolver  
Manufacturer/Backup Power Systems   Syndication agent: JPMorgan Chase  

TrueBlue Admin Agent 
$300.0 

Revolver  
Provider/Staffing Solutions   Jt lead arrangers: BofA Merrill Lynch, Wells Fargo Securities, PNC 

BANK OF AMERICA, PATHLIGHT CAPITAL 

Summer Infant Lenders 
$77.5 

$60MM ABL Revolver/$17.5MM Term Loan  
Distributor/Infant Products   Supports refi; BofA provided revolver, Pathlight provided term loan 

BANK OF MONTREAL 

Aurora Cannabis Lender 
$200.0 

$150MM Term Loan/$50MM Revolver  
Supplier/Cannabis   Up to $250MM w/ accordion 

BANK OF NOVA SCOTIA 

Accord Financial  Admin Agent 
$292.0 

Revolver  
Provider/Financial Solutions   Facility upsized from $185MM 

BBVA COMPASS 

Akumin Admin Agent 
$130.0 

$100 Term Loan/$30MM Revolver  
Provider/Imaging Equipment    Supports acquisition & repayment of loans 

CAPITAL ONE 

36th Street Capital Lender 
$75.0 

Revolver  
Provider/Equipment Financing   Facility upsized from $50MM 

CIBC INNOVATION BANKING 

Profound Medical Lender 
$18.8 

Term Loan  
Provider/Medical Devices   Supports repayment of existing debt 

CIT NORTHBRIDGE CREDIT 

Walker Zanger Lead Arranger 
$17.0 

Revolver/Term Loan  
Retailer/Tile & Slab   Supports growth plans 

CITIBANK 

Revlon Holdings Admin Agent 
$90.0 

Term Loan  
Manufacturer/Beauty & Personal Care Products   Up to $140MM w/ accordion 

COBANK 

Pilgrim’s Pride Admin Agent 
$1,250.0 

$750MM Revolver/$500MM Term Loan  
Producer/Chicken Products   Up to $2.5B w/ accordion 

CREDIT SUISSE, AGRICOLE 

OnDeck Lenders 
$175.0 

ABL Revolvers  
Provider/Online Lending Services   Credit Suisse provided $55.2MM; Agricole provided $37.8MM 

DEUTSCHE BANK 

Aleris International Admin Agent 
$1,500.0 

Revolver  
Manufacturer/Aluminum Rolled Products   Jt lead arrangers: Deutsche, Credit Suisse, Barclays, JPMorgan, Merrill Lynch

Information Gathered From News Releases & Other Public Sources — Transactions Announced From 6/23/18 Through 8/15/18
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JPMORGAN CHASE 

Legendary Entertainment Lead Arranger 
$1,000.0 

Revolver  
Provider/Global Entertainment   Syndicate included: Union Bank, BofA, Comerica, CIT, Fifth Third, SunTrust 

Goosehead Insurance Holdings Lead Arranger 
$53.0 

$40MM Term Loan/$13MM Revolver  
Provider/Personal Insurance Products   Supports repayment of existing facility  

AVANGRID Admin Agent 
$2,500.0 

Revolver  
Provider/Sustainable Energy   Jt lead arrangers: JPMorgan, Merrill Lynch, MUFG, Santander, BBVA Securities

IQVIA Admin Agent 
$1,750.0 

Term Loan  
Provider/IT Services   Replaces existing facility  

ServiceMaster Admin Agent 
$1,000.0 

Term Loan  
Residental & Commerical Services Provider   Used to redeem outstanding notes  

Star Group Admin Agent 
$300.0 

ABL Revolver  
Provider/Home Energy   Jt lead arrangers: JPMorgan Chase, Merrill Lynch, Citizens Bank 

Clarus Admin Agent 
$75.0 

Revolver  
Business Development Company   Up to $150MM w/ accordion 

JPMORGAN CHASE, ORION ENERGY 

Tiger Rental Group Admin Agents 
$160.0 

$100MM Term Loan/$60MM Revolver  
Onshore Equipment Rental Service   Revolver agent: JP Morgan; Term loan agent: Orion 

LIBERTY MUTUAL, ARES MANAGEMENT 

OnDeck Lenders 
$175.0 

ABL Revolver  
Provider/Online Lending Services   Finances line of credit portfolio 

LLOYDS BANK 

Inspired Entertainment Admin Agent 
$9.5 

Revolver  
Provider/Gaming Technology   Working capital 

MIZUHO BANK 

KKR Capital Markets Admin Agent 
$750.0 

Revolver  
Provider/Security Brokerage Services   Facility used to pay existing debts 

MORGAN STANLEY 

Golub Capital Lender 
$300.0 

Revolver  
BDC   Used to finance loans 

PNC BANK 

Universal Stainless & Alloy Products Lender 
$120.0 

$110 Term Loan/$10 Revolver  
Manufacturer/Specialty Steels   Replaces previous facility with better interest rate 

ROYAL CAPITAL MANAGEMENT 

McEwen Mining Admin Agent 
$50.0 

Term Loan  
Operator/Gold Mine   Finances construction of Gold Bar Mine 

WELLS FARGO 

Plantronics Admin Agent 
$1,275.0 

Term Loan  
Manufacturer/Business & Personal Headsets   Supports Polycom acquisition  

IMAX Admin Agent 
$300.0 

Revolver  
Provider/Theatre Entertainment   Up to $440MM w/ accordion 

WELLS FARGO CAPITAL FINANCE 

APPVION Admin Agent 
$185.0 

$105MM Term Loan/$80MM Revolver  
Producer/Thermal & Carbonless Paper   Supports future growth  

Midcap Business Credit Lender 
$100.0 

ABL Revolver  
Provider/Loans & Credit Products   Facility upsized  

Tree Island Steel Lender 
$80.0 

$60MM Revolver/$20MM Term Loan  
Producer/Wire Products   Facility upsized 

WHITE OAK COMMERCIAL FINANCE 

Charles & Colvard Lender 
$5.0 

ABL Revolver  
Manufacturer/Moissanite   Replaces existing facility 

WHITE OAK HEALTHCARE FINANCE 

Vita Healthcare Admin Agent 
$34.8 

$31.8MM Term Loan/$3MM LOC  
Provider/Long-Term Specialty Care   Supports acquisition of nursing facilities



The Flexibility
You Need to Get
the Job Done
CIT Northbridge Credit's asset-based debt solutions put the 

power in your hands.



©2018 CIT Group Inc. All rights reserved. CIT and the CIT logo are registered or unregistered trademarks of CIT Group Inc.

CIT Northbridge Credit, through its investment adviser, CIT Asset Management LLC, provides a broad range of flexible 

asset-based debt solutions to support middle-market companies as an alternative lender to traditional banks. 

A joint venture between CIT Bank, the banking subsidiary of CIT Group Inc., and Allstate, as part of its investment 

portfolio, CIT Northbridge can provide revolving and term loan commitments from $15 million to $150 million to 

companies across various industries and business cycles.

We provide asset-based financing solutions to address the following needs:
• Acquisition financing   • Growth capital   • Refinance / restructuring

• Bridge financing    • Management buyouts  • Turnaround debt

• DIP financing    • Recapitalizations   • Working capital revolving credit

Industry Applications
• Manufacturing    • Retail    • Temporary sta�ng

• Distribution     • Equipment rental   • Transportation – Logistics

Contact us today to learn more.
Neal Legan, Executive O�cer  Penny Fine, Managing Director, Business Development

(972) 455-1671    (312) 906-5750

Neal.Legan@cit.com     Penny.Fine@cit.com 

cit.com/northbridge-credit

The Flexibility
You Need to Get
the Job Done
CIT Northbridge Credit's asset-based debt solutions put the 

power in your hands.

————  Sponsored content by CIT  ————
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BHI is a registered service mark of Bank Hapoalim B.M. Member FDIC. Deposit accounts offered by the New York Branch are fully insured by the FDIC to 
the maximum extent permitted by law. Deposit accounts offered by the Americas Tower Branch and Plaza Branch are not FDIC insured.

www.bhiusa.com

We’re proud to share our recent deals

 The Financial Partner You Need 
to Help You Grow Your Business

EDUCATION

Acquistion Financing 
Deerfield Beach, FL

FOOD IMPORTING AND  
PACKAGING

General Corporate
Jersey City, NJ

INTERACTIVE  
ENTERTAINMENT

Working Capital
Minnetonka, MN

MEDICAL TECHNOLOGY  
VENTURE CAPITAL FIRM

Capital Call Line
New York, NY

COMMERCIAL PRINTING  
AND PACKAGING 

Acquistion Financing
North Branford, CT

$20 MILLION

BEAUTY  
MANUFACTURING 

Refinance
Los Angeles, CA

$9.8 MILLION

$25 MILLION

$20 MILLION

$25 MILLION

$20 MILLION

John Yoler
Senior Vice President
Head of NJ  
Representative Office
(201) 305-7351 
JYoler@bhiusa.com

To learn more, contact one of our experts today.

Mitchell Barnett
Executive Vice President
Middle Market Banking
(212) 782-2064 
MBarnett@bhiusa.com
 

Ralph Mascia
Executive Vice President
Commercial Banking NY & FL
(212) 782 2062 
RMascia@bhiusa.com

APPAREL & FOOTWEAR
 

Working Capital
New  York, NY

$40 MILLION



At BHI, we take relationship banking seriously and are fully committed to knowing our customers, meeting their 
business needs and keeping their businesses growing. 

BHI offers full commercial banking services that combine the personal attention and responsiveness of a 
prestigious boutique bank with the expertise and financial strength of a global bank to middle market businesses. 
We are committed to creating innovative solutions for your long- and short-term needs and providing convenient 
banking and liquidity products for your everyday business needs. 

As part of the Bank Hapoalim Group, we are backed by the financial strength of a leading financial institution, 
giving our U.S. customers access to business financing from one of the world’s most stable banking 
environments. Our time-tested strength and stability mean we can support your business now and for many 
years to come.

BROAD EXPERTISE IN YOUR BUSINESS
Knowing your business and being responsive to your changing needs is all part of our commitment. BHI serves 
middle market companies across various sectors such as retail and apparel, C&I, commercial real estate and 
healthcare.

Every industry is unique with its own nuances, opportunities and challenges. To thrive and keep your competitive 
edge, we have dedicated relationship managers who understand these challenges. Our BHI relationship managers 
have broad industry-specific expertise, complemented by a fully-dedicated support team focused on your 
company’s short- and long-term needs.

PRODUCTS AND SERVICES
Whether it's a cash infusion to fuel your day-to-day operations or a more complex financing solution for your 
long-term goals, your BHI relationship manager can help keep your business running smoothly. Your dedicated 
banking team will help you control your finances, speed up receivables, automate payables and grow your cash 
balances while preserving liquidity. We offer smart, easy-to-use solutions to move, manage and monitor your 
cash with 24/7 real-time access on our award-winning, secure online platform.

At BHI, we use our depth of experience and business insight to create solutions and opportunities that are well 
suited to our client’s needs. We strive to always be professional, responsive and a reliable partner and above all, 
seek long-term relationships where we can add value.

With the balance sheet of a strong financial institution and the streamlined structure of a boutique bank, 
BHI is uniquely positioned to offer our business clients access to funding and tailored solutions. This unique 
combination enables our BHI relationship manager and dedicated team of specialists to deliver the flexible and 
tailored solutions your business needs to succeed. 

www.bhiusa.com

BHI is a registered service mark of Bank Hapoalim B.M. Member FDIC. Deposit accounts offered by the New 
York Branch are fully insured by the FDIC to the maximum extent permitted by law. Deposit accounts offered by 
the Americas Tower Branch and Plaza Branch are not FDIC insured.

PERSONAL SERVICE. INDUSTRY 
EXPERTISE. TAILORED SOLUTIONS.

————  Sponsored content by BHI  ————
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“And when we lost the business, our existing lender 
just was kind of nervous, and they wanted out of the 
deal because of the lost business. We did everything we 
could do to remedy their issues or concerns. Whatever 
we did wasn’t enough.”

Finding a Lender Quickly
Tandy adds the lender was a large bank based in the 
Midwest, and he has no bad feelings about the business 
decision it was compelled to make. But because of the 
nature of the distribution business, Wease had to find 
another lender quickly.

The company hired a broker and several lenders 
were considered. In the end, White Oak Commercial 
Finance became the company’s new lender and 
provided a $8 million line of credit.

“The consultant was able to provide us with several 
banking options, and one of them was White Oak. 
There were a couple of lesser-known commercial banks 
in the mix. I think there were essentially four that were 
considered. It’s like anything else. There are strengths 
and weaknesses for all those lenders, at least in my 
eyes. Also, this is a privately held company so, obvi-
ously, the ownership has a lot to be concerned about in 
the banking change,” Tandy says.

Tandy says the company put all the informa-
tion into a spreadsheet to make an evaluation. “We 
compared all the loan limits, the advance rates and all 
the details that you look at — the covenants and all the 
legal criteria, all the affirmative covenants that you had 
to have and the whole scope of things. And it turned out 
after meeting with everybody that White Oak seemed 
to be our best fit.”

For both the team at Wease and David Montiel, 
head of ABL originations at White Oak Commercial 
Finance, the meeting part was critical.

I n 1929, Arch and Lourine Wease opened a distribu-
tion business based in DeSoto, MO, about 50 miles 
south of St. Louis. It was not an auspicious year. 

On October 29, the stock market crashed, triggering a 
plunge into a 10-year global economic depression. But 
A. E. Wease Distributors survived and thrived. 

Today, if you stop to pick up a pack of gum or a 
candy bar, or even a platter of Champ’s Chicken at a 
convenience store in Missouri or Illinois, there is a good 
chance it came from an A.E. Wease warehouse via an 
A.E. Wease truck. The business the Weases founded has 
remained in the family under the leadership of President 
and CEO Alan Clark and his son, Vice President Bud 
Clark. Wease has expanded into food service, providing 
chicken, pizza and other items to meet the needs of a 
changing consumer base.

But even the best-run companies bump into issues 
beyond their control, and eventually Wease found itself 
in a situation that forced it to change lenders.

“About two years ago we lost a major account. 
They were purchased by someone else,” recalls 
Charles Tandy, the company’s controller. The acquiring 
company already owned a distribution system and no 
longer needed Wease’s services.

Finding White Oak:
A.E. Wease Completes its Search  
for a New Lender
BY NADINE BONNER

A. E. Wease Distributors, a 90-year old family-run business, spent five years as the borrower of a large 
Midwest-based bank. But the bank got cold feet about lending to Wease after a major customer was 
acquired and no longer needed a distributor. ABF Journal editor Nadine Bonner spoke with Wease’s 
Charles Tandy and Pete McCaffrey, who explained the process that brought them into a successful 
relationship with their new lender, White Oak Commercial Finance.

DAVID MONTIEL 
Head/ABL Originations, 
White Oak Commercial 
Finance

“We compared all the loan limits, the advance rates and all the 
details that you look at — the covenants and all the legal criteria, 
all the affirmative covenants that you had to have and the whole 
scope of things. And it turned out after meeting with everybody 
that White Oak seemed to be our best fit.” 

— Charles Tandy, Controller, A.E. Wease Distributors
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More than two years after losing that critical customer, both Tandy 
and McCaffrey feel secure that Wease is back in fighting form.

“We’ve had some nice super major victories and a lot of nice little 
victories along the way the last six months or so. Things are defi-

nitely improving, and they’ve [White Oak] done a good job for us. 
Carlos and Joe are great guys to work with, and things are all fine,” 
McCaffrey says.

Expanding Food Service
He adds the food service business is expanding. With the financing 
from White Oak, the company rebuilt its freezer facility this past 
winter to accommodate the growth in that area.

Tandy is happy things are rolling along smoothly, and he has the 
financing he needs to get through the day. “I guess I've been in the 
ABL lending business for more than 20 years, and I can tell you that 
the other places I've worked, the advances were usually made the day 
before payroll. That’s not the way we do it here. We have to have large 
sums of money every day.

“We borrow large sums. We borrow more some days than other 
people borrow in a month. So, we’ve got to have a process down to 
get that done. The collateral reporting has to be agreed on. It has to 
be right. And we’ve put those processes in place. And things just work 
very well, very quickly. No muss, no fuss.”

Another advantage of working with White Oak, he notes, is White 
Oak can be nimble; if he needs to make a quick decision, he doesn’t 
have to wait for a bank committee to meet and discuss it — White Oak 
can respond quickly.

And it may have to. Tandy notes the $8 million line of credit is 
good for now, but with business picking up, “in a few months, I would 
like to see it grow.” abfj

NADINE BONNER  is editor of ABF Journal.

Getting a Comfort Level 
“We took the time to visit with the company and met with 
the owners,” Montiel says. “A gentleman and his son run 
the business. And they have a very capable CFO helping 
on the finance side. So, we got to a comfort level with the 
management team and the ownership team. We saw a prof-
itable company serving very loyal customers. They have 
over 250 customers. They serve an area of the country that 
is underserved — rural Missouri and Southwest Illinois. 
And this company provides good service in that area.”

Based on that information, White Oak was able to give 
Wease the flexibility it needed to recover.

“We also gave them a bit of an equipment line because 
we felt that they needed to expand their cold storage, which 
will allow them to save money in other areas,” Montiel 
adds. “We actually gave them a little bit of ground to 
expand that capacity.”

Pete McCaffrey, Wease’s operations manager, was 
impressed with the process and his interactions with the 
White Oak managers.

“Having met Joe [Silipigni] and Carlos [Acedo] and their 
team over at White Oak, the one thing that really stuck out 
in my mind after meeting them even for the first time and 
spending a couple of days with them was they take the time 
to know what your daily struggles are. They ask these types 
of questions, and they have an interest in what is going on 
and what your process is and try to grow the business,” 
McCaffrey says.

As a suggestion to other companies looking for a 
new lender, he emphasizes the importance of open 
communication.

Keeping Communication Open
“We try to keep them up to date with as much good news as 
we can provide them with so they know that we're keeping 
on track,” he says. “We laid out a plan for them as to how 
we’re going to try to grow this business. And we constantly 
update them. They ask for feedback. Sometimes they even 
throw in a suggestion if they feel it’s appropriate. They 
care about our business, and it’s very sincere and a very 
honest, open relationship. Despite what business you’re in, 
you need to have that type of open communication and 
transparency in order for you to work together as customer 
and client.”

The company had been the larger bank’s customer for 
about five years, and when evaluating a change, Tandy 
says it was important for Wease to have a lender willing to 
work with the highs and lows that accompany the distribu-
tion business.

“You’ve got to have a bank or a funding arrangement 
that works for your current situation,” he says. “Things 
change. Accounts are gained. Accounts are lost. Business 
is good. Businesses are bad. You have to have somebody 
willing to deal with the ups and downs.

“I’m not so sure the bigger banks are as willing to do 
that. They’re a little more by the book. Our prior bank was 
publicly held, and they probably didn’t have that flexibility.”

“We’ve had some nice super major victories and lot of nice 
little victories along the way the last six months or so. Things 
are definitely improving, and they’ve [White Oak] done a good 
job for us. Carlos and Joe are great guys to work with, and 
things are all fine.” 

— Pete McCaffrey, Operations Manager, A.E. Wease Distributors

The original A.E. Wease trucks from the 1930s.

SEP/OCT 2018  •  abfJournal  •  27  



Lenders Join the Party
Lenders were eager to join the technology financing 
party. However, it was challenging to provide credit 
facilities other than short-term lines of credit to these 
new types of borrowers. Banks’ credit committees 
were accustomed to inventory that was predictable 
and easily liquidated if a borrower went sideways. 
Equipment term loans were even more difficult 
because of the rapid changes in technology. In 1979, 
IBM replaced its corporate workhorse, the Model 360, 
with the new Model 370, causing appraisal values on 
Model 360 equipment to plummet. By 1980, the corpo-
rate darling of New England — Polaroid — was facing 
unprecedented technology and management turmoil. 
To make matters worse for lenders, the best corporate 
customers were starting to replace short-term borrow-
ings from banks with commercial paper.

Now, let’s move 40 years forward to 2018. With the 
four-decade shift in the U.S. economy to more services 
instead of manufactured products, asset-based 
lenders have adapted to a fast-changing landscape. 
High growth technology companies represent attrac-
tive opportunities for ABL players. But the questions 
that challenged lenders in 1978 still echo today. Am I 
making a collateral-good loan, or is it a cash-flow loan 
masquerading as a collateral loan? Will my borrower 
get side-swiped by technological disruption?

The Hardware/Software Dilemma
As middle market technology companies emerged in 
the 1990s, senior secured lenders viewed technology 
deals as two halves of the clamshell: hardware and 
software. Hardware appealed to lenders because it 

B y the mid-1970s, the steady exodus of New 
England manufacturing companies to the 
South was gathering momentum, leaving 

towns and cities with shuttered factories and unem-
ployed workers. Tax revenues were plummeting. Roads 
and highways were deteriorating as state and municipal 
governments struggled financially. The disappearance 
of traditional New England ABL customers — shoe, 
garment and furniture manufacturers — meant loan 
demand was declining. Finished goods inventory 
collateral — the knife and spoon of traditional ABL 
deals — was becoming scarce.

Then “The Massachusetts Miracle” happened. 
Triggered by new computer technology, Route 128 — 
the beltway around Boston — became the hotbed for 
the dramatic shift of corporate America from main-
frame computers to mini-computers. New compa-
nies like Lotus, Wang, Prime Computer and Digital 
Equipment prospered, driven, in part, by the proximity 
of Route 128 to leading universities like MIT. The 
Massachusetts Miracle launched the second stage of 
the computer revolution.

Lending to Technology Companies: 
Collateral versus Cashflow?
BY HUGH C. LARRATT-SMITH

As the U.S. changed from a manufacturing to a service-based economy, ABL lenders faced a growing 
array of challenges, including lending to software companies and coping with rapid hardware obsolescence. 
Hugh C. Larratt-Smith speaks with key lenders in this industry and learns how lending to technology has 
changed in the last 40 years.

HUGH C. LARRATT-SMITH 
Managing Director, 
Trimingham

“Many senior secured cash flow lenders are now focused in the 
software space. The depth of the market has increased significantly, 
given the evolution of the tech industry as well as the proliferation of 
nonbank lenders.” 

— John Leonard, Senior Vice President, Technology Finance, Wells Fargo Capital Finance
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banks have now started lending against recurring 
revenue — generally up to three months of recurring 
revenue if churn is less than 10% — and there [is] a 
growing pool of specialty lenders and opportunistic 
credit funds, including ourselves, that will look at 
lending up to 12 to 18 months of recurring revenue if 
churn is in the single digits and margins on that recur-
ring revenue are strong.”

In the early days, secured lenders structured loans 
as pure accounts receivable lending with stretch pieces. 
Their thinking was “that’s what we have always done, 
and that’s what we know.” Now, many senior secured 
lenders will use A/R advance rates as a way to keep 
the loan amount correlated to the ups and downs of 
the borrower’s business and its assets. Over-advances 
can be an effective early warning signal — the loan is 
growing, but the borrower’s assets are not.  > >

represented a fungible asset that a lender could touch 
and feel. Software, on the other hand, was scarier. 
By the end of the decade, Wells Fargo and Silicon 
Valley Bank had pioneered lending against mission-
critical software that generated predictable, recurring 
cashflow. These borrowers were appealing because 
their cost of goods sold was minimal once corporate 
users accepted the software. Software companies that 
successfully “invented once, sold 50 times” generated 
massive profitability.

John Leonard, head of Technology Finance, Wells 
Fargo Capital Finance, based in Santa Monica, CA, 
notes, “Many senior secured cash-flow lenders are 
now focused in the software space. The depth of the 
market has increased significantly given the evolu-
tion of the tech industry as well as the proliferation 
of nonbank lenders, which together with established 
bank lenders like Wells Fargo, create significant 
financing capacity for both sponsor-backed and non-
sponsor backed companies.”

Chris Taylor, managing director, Five Crowns 
Capital Credit Partners in Newport Beach, CA, adds, 
“We [see] strong growth in tech lending against recur-
ring revenues, especially in the case of software/
SaaS businesses. An increasing number of traditional 

“For technology companies, product obsolescence risk 
directly impacts inventory value, which affects finance-ability 
and potential borrowing base.” 

— Jeffrey Wacker, Head, U.S. Business Development, ABL, TD Bank

Route 128 and some of the technology companies 
that were part of the "Massachusetts Miracle."

Picture Source: Sswonk/wikipedia.com
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“A data center can be tricky to liquidate. The 
contractual terms of data centers with users 
can be more complicated than the wiring on a 
NASA space shuttle.” 

— Garry Graber, Partner, Hodgson Russ

Russ in New York and Buffalo, says, “This can create a 
conundrum for secured lenders. The value of the equip-
ment is highly dependent on software, but how much 
technology risk is the lender actually taking on, given 
the pace of technological change? With artificial intelli-
gence manufacturing systems becoming more common, 
how does a lender evaluate obsolescence risk?”

Comfort in Real Estate
Real estate in data center companies is one of the few 
sectors where technology lenders feel comfortable 
lending against single-purpose real estate. However, 
Graber offers a sobering thought: “A data center can be 
tricky to liquidate. The contractual terms of data centers 
with users can be more complicated than the wiring on 
a NASA space shuttle. Untangling these contracts can 
take years of litigation. But without these contracts, all 
you have to liquidate are bricks and mortar.”

Intellectual property can be difficult to quantify. 
Wacker says, “Oftentimes, senior lenders will lend 
a percentage of enterprise value often expressed as 
a multiple of EBITDA. As we see in LBOs and other 
financing transactions, senior cash-flow lenders 
(including banks) may provide loans of 30% to 50% of 
enterprise value, followed by junior lenders that may 
provide additional incremental loans that total 60% to 
70% of enterprise value. The lender’s perspective has 
a lot to do with how stable they view the cash flows 
on which the enterprise value is based. But one thing 
remains true — sustained cash flows are required 
to service interest and principal. The value of the 
company is oftentimes much more driven by its cash 
flow than its assets.”

Many technology financings are not so much cash-
flow loans as enterprise value loans. That doesn’t mean 
the ABL player is forsaking a borrowing base. Secured 
lenders want a structure to keep the borrowings in line 
with the health of the business, and advance rates are 
much more “real time” than covenants. Brignola notes, 
“As enterprise lenders, we work to establish a value for 
a business based on its cash flows. For example, we 
may review a software company’s installed base and 
licensing agreements as measures of intrinsic value. 
Once we are comfortable with a level of perceived value, 
we will spend time evaluating its billing cycles and 
revenue streams further refining our estimate of enter-
prise value.”

Dell Computer was not making any money when it 
tapped the lending marketplace in its early days, but 
everyone thought it had a bright future. Lenders ignored 
the negative EBITDA and advanced close to 100% 
against A/R on the theory that the A/R was a tripwire. 

With upward trending EBITDA, a lender might 
advance 30% to 50% against enterprise value. If 
EBITDA is trending down, the advance rate might be 

The Risk of Obsolescence
The bread and butter of ABL collateral are inventory 
and A/R. However, inventory of hardware companies 
can be difficult to value. Few lenders will advance more 
than 10% to 20% against finished goods inventory. 
Jeffrey Wacker, head of U.S. Business Development, 
Asset Based Lending, TD Bank in New York, explains, 
“For technology companies, product obsolescence 
risk directly impacts inventory value, which affects 
finance-ability and potential borrowing base. In the 
technology lending arena, it is particularly important 
to understand the risks of technology and be sure that 
inventories are managed to minimize obsolescence risk 
for the company and its lender. Lenders may require 
more frequent inventory appraisals, the capping of 
certain categories of inventory in borrowing bases to 
create a more diversified mix or may institute obsoles-
cence reserves. All of these approaches include real-
time understanding of what is changing with regard to 
the market value of the inventory.”

John Brignola, managing partner, LBC Credit 
Partners in Philadelphia, adds, “Technology compa-
nies typically have risks such as obsolescence or 
substitution that can have an unforeseen effect on 
the value of the business. In those instances when the 
value is impacted suddenly, even the first lien lender 
may not get out at par.”

As secured lenders learned that the life cycle of 
technology companies could be very short, many real-
ized collateral liquidations did not offer a way out. 
With a shoe or garment manufacturer in Providence, 
Manchester or Lawrence, secured lending players could 
feel good about getting out through a collateral liquida-
tion. Appraisers could usually peg the liquidation value 
of a leather cutting machine or a men’s suit material 
spreading system in New Hampshire down to the last 
dime. In a computer hardware deal in Silicon Valley, a 
secured lender wasn’t so sure. Some equipment lenders 

may advance against the software in a sophisticated 
piece of equipment. In larger equipment, this may be 
50% of the capital cost. Garry Graber, partner, Hodgson 
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The secured lending landscape has evolved 
dramatically over the past four decades. In the 1970s, 
many secured lenders saw themselves as lenders of last 
resort. They wanted to be the sole source of funding 
for the borrower. They didn’t want their collateral to be 
complicated by other lenders. That meant providing a 

modicum of term debt if the fixed assets appraised well. 
Today, most secured lenders welcome other participants 
in the capital structure, particularly in technology deals.

Adding more marketplace color, Leonard 
concludes, “Private equity activity is robust in this 
space, and as the market continues to become more 
competitive, PEGs are competing for smaller deals — 
making both the lower middle market and core middle 
market very competitive.”

Graber from Hodgson Russ sums up the market-
place, “Ten years ago, two West Coast lenders were the 
pioneers in the technology lending sector. Today, the 
marketplace is intensely competitive, with credit funds 
and BDOs offering more aggressive structures and 
pricing every day.”

In 1975, the unemployment rate in Massachusetts 
was more than 12%. By the time Silicon Valley launched 
the third stage of the computer revolution in the early 
1990s, unemployment in Massachusetts had plum-
meted to 3%. The Massachusetts Miracle revived 
Boston, successfully fueling much of the famous rede-
velopment of Boston’s waterfront, including Faneuil 
Hall and Quincy Market. abfj

HUGH LARRATT-SMITH  is a managing director of 
Trimingham and a regular contributor to  ABF Journal. 
All opinions expressed in this article are not intended to 
provide specific advice or recommendations for any indi-
vidual or association.

10% to 20%. Some lenders reason, “I’m okay if I have 
6X equity cushion underneath me.” Others do not. 
Brignola explains, “Downward trending EBITDA busi-
nesses are not necessarily a pass for us. If the decline 
is top line driven, we are likely to be less interested in 
the business irrespective of an equity cushion. In fact, 
a substantial equity cushion has minimal influence on 
our lending decision.” 

Graber cautions, “Enterprise value can be a shaky 
concept if it’s based on the last equity raise — that’s 
like steering the boat by looking at its wake.”

SaaS Makes Revenues Sticky
Enterprise value can be strongly influenced by intel-
lectual property. But, “the mere presence of patents 
or copyrights does not indicate value in liquidation of 
intellectual property,” says Karthik Vasudevan, who 
manages Tiger Group’s Corporate Valuation Services 
Division. “Frequently, tech-focused asset-based 
lenders are lending on recurring revenue assets such 
as software as a service (SaaS). SaaS can have the 
feature of high switching costs for an end user, making 
revenues ‘sticky,’ and hence creating value in the soft-
ware and associated contracts. The collateral value of 
intellectual property will factor into enterprise value, 
so IP lenders are usually covered if the entity is sold as 
a going concern in a robust bidding situation.”

In today’s market, sponsors are buying strong soft-
ware companies for up to 16X EBITDA or 2.8X recur-
ring revenue. ABL players will lend up to 3.5X EBITDA, 
which will typically be within the A/R collateral pool. 
This will be followed by second lien lenders for an addi-
tional 3.5X EBITDA. Some ABL players will underwrite 
the entire first and second lien amount, then syndicate 
the second lien position to a credit fund or a BDC. 
“Lenders may finance companies with revenues as low 
as $10 million but need the borrower to be generating 
positive EBITDA and have under 35% debt in the post 
capitalized structure,” Vasudevan says.

Leonard adds, “Senior secured lenders will under-
write to the strength of a company’s recurring revenue 
stream, which provides financing capacity for software 
companies regardless of their near-term EBITDA profile. 
As a result, software financings can take on a very tradi-
tional, leveraged lending construct (i.e. up to 4.5X first  
lien, 7.5X second lien for the right deal), or a more recur-
ring-revenue style loan that leverages a company up to 
~2X LTM recurring revenue with an initial covenant 
package tied to recurring revenue and liquidity.”

Larger technology deals typically have complicated 
capital structures. Often, the debt advisor will size the 
first lien tranche to the borrower’s eligible collateral 
to achieve the lowest cost of the capital structure. In 
this way, the asset-based loan facilitates the optimum 
capital structure for the borrower.

“An increasing number of traditional banks have now started 
lending against recurring revenue — generally up to three months 
of recurring revenue if churn is less than 10% — and there [is] a 
growing pool of specialty lenders and opportunistic credit funds, 
including ourselves, that will look at lending up to 12 to 18 months 
of recurring revenue if churn is in the single digits and margins on 
that recurring revenue are strong.” 

— Chris Taylor, Managing Director, Five Crowns Capital Credit Partners
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SALT — secured automated lending platform — is a cryptocurrency-
based secured lender that engages in blockchain-backed loans. 
These are simply loans in which you hand over a blockchain asset, 
like bitcoin, as collateral in exchange for traditional currencies.
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assets are described as cryptocurrencies because they 
use “cryptographic protocols to secure transactions.”2 
Cryptocurrencies “are stored electronically in digital 
wallets and exchanged over the internet through a 
direct peer-to-peer system.”3 Digital wallets are then 
accessed by users through private keys, which are “a 
sophisticated form of cryptography that allows a user 
to access his or her cryptocurrency.”4 However, if a 
user loses his or her private key, that user will no longer 
be able to access the digital wallet to spend, withdraw 
or transfer cryptocurrency.5

A hallmark feature of cryptocurrencies is their 
decentralization. Instead of being controlled by a 
central governing authority,6 cryptocurrency transac-
tions are processed, verified and recorded on a public 
ledger called the blockchain. More specifically: 

The “blockchain” serves as a digital signature 
to verify the exchange. The public nature of the 
decentralized ledger allows people to recognize the 
transfer of virtual currency from one user to another 
without requiring any central intermediary in which 
both users need to trust. Some experts believe block-
chain technology underlying virtual currencies will 
serve to enhance future economic efficiency and 
have a broad and lasting impact on global financial 
markets in payments, banking, securities settlement, 
title recording, cyber security and trade reporting 
and analysis.7  > >

2 Id.
3 Id.
4	 Definition	of	Private	Key.	Investopedia.
5 Id.
6 Some governments have attempted to create government-backed 

cryptocurrencies. Venezuela, for example, recently launched its own 
cryptocurrency — the Petro — to help “pull…the country out of an 
economic tailspin.” Venezuela Says Launch of “Petro” Cryptocurrency 
Raised $735 Million. Reuters. 

7 Commodity Futures Trading 

C ryptocurrencies are not a passing fad. Open 
any major newspaper and you are likely to 
see a headline that mentions bitcoin, initial 

currency offerings or other cryptocurrency-related 
topics. Clearly the public is beginning to incorporate 
cryptocurrencies into their daily lives. But the masses 
are not just buying and trading cryptocurrencies; they 
are also engaging in cryptocurrency-based lending 
transactions (crypto lending). In this regard, however, 
innovation has progressed significantly faster than 
regulation. While some states have enacted cryp-
tocurrency-based regulation, many would probably 
agree that crypto lending concerns are not adequately 
addressed therein. Accordingly, secured lenders 
entering the cryptocurrency space must educate them-
selves to ensure that their crypto lending transactions 
and associated collateral are secure.

Cryptocurrency Basics
Virtual currencies or cryptocurrencies are “digital 
assets used as a medium of exchange.”1 These digital 

1 Commodity Futures Trading Comm’n v. McDonnell. 287 F. Supp. 3d 213, 
218 (E.D.N.Y. 2018)(citing Skadden’s Insights. Bitcoins and Blockchain: 
The CFTC Takes Notice of Virtual Currencies. Jan. 2016).

The Cryptocurrency Conundrum — 
A Primer for Secured Lenders Entering  
the Cryptocurrency Space
BY ALAN ROSENBERG

Like personal computers, smartphones and the internet, cryptocurrencies are here to stay. For the 
secured lender, the blockchain technology that protects the privacy of the borrower can present an 
obstacle to securing collateral and receiving repayment. Alan Rosenberg provides a detailed explanation 
of the technology and a guide for lenders to protect themselves in cybercurrency transactions.

A hallmark feature of cryptocurrencies is their decentralization. 
Instead of being controlled by a central governing authority, 
cryptocurrency transactions are processed, verified and 
recorded on a public ledger called the blockchain.

ALAN ROSENBERG 
Associate, Markowitz 
Ringel Trusty & Hartog
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The Commodity Futures Trading Commission 
(CFTC), on the other hand, believes that cryptocur-
rencies are commodities.14 This classification has been 
accepted by at least some Federal courts15 which believe 
cryptocurrencies:

“[A]re goods exchanged in a market for a uniform 
quality and value and thus, fall well-within the common 
definition of ‘commodity’ as well as the CEA’s defini-
tion of ‘commodities’ as all other goods and articles … 
in which contracts for future delivery are presently or in 
the future dealt in.”16  

The SEC has not yet taken a position on whether 
cryptocurrencies are securities.17 Given the parameters 
set forth by the U.S. Supreme Court in SEC v. W.J. Howey 
Co.,18 it seems clear that cryptocurrencies, on their own, 
do not meet those requirements.19 The SEC, however, 
has been involved in various cases and enforcement 
actions where particular cryptocurrency transactions 
were deemed securities transactions subject to securi-
ties laws.20 These cases generally involve initial coin 
offerings — transactions which “involve the opportunity 
for individual investors to exchange currency such as 
U.S. dollars or cryptocurrencies in return for a digital 
asset labeled as a coin or token.”21

The court system has displayed little, if any, consis-
tency with respect to the cryptocurrency classification. 
Some courts have found that cryptocurrencies — partic-
ularly within the context of the Federal money laun-
dering and money transferring statutes — fall within 
the definition of “funds” and “monetary instruments.”22 
Other courts have determined that cryptocurrencies, 
such as bitcoins, are not the equivalent of money.23   

Securing Crypto Lending Collateral
Given the lack of uniformity in the classification of 
cryptocurrencies, it is no surprise that §9 of the UCC, 
which governs security interests in most types of prop-
erty, does not address cryptocurrency.24 But even if it 
did, executing upon and/or taking possession of crypto-
currency-collateral has its own practical hurdles. After 
all, cryptocurrencies are designed to be safe, secure, 
anonymous and decentralized; characteristics that are 
excellent for borrowers and troubling for lenders. And 
without a private key, it is unlikely that a secured lender 

14 See U.S. Commodity Futures Trade Commission, Bitcoin Basics.
15 Commodity Futures Trading 
16 Id. 
17 See Alberts & Fry. Is Bitcoin A Security? 21 B.U.J. Sci. & Tech. L. 1, 2 

(2015).
18 SEC v. W.J. Howey Co. 328 U.S. 293, 66 S.Ct. 1100, 90 L.Ed. 1244 

(1946).
19 The Howey test generally requires a court to determine “whether the 

scheme involves an investment of money in a common enterprise with 
profits	to	come	solely	from	the	efforts	of	others.”	See	S.E.C. v. Edwards, 
540 U.S. 389, 393 (2004).

20 Report of Investigation Pursuant to Section 21(a) of the Securities 
Exchange Act of 1934: The DAO, Exchange Act Release No. 81207, P.1 
(July 25, 2017).

21 SEC Statement on Cryptocurrencies and Initial Coin Offerings. Clapton. 
Dec. 11, 2017 at P. 4. 

22 U.S. v. Ulbricht, 31 F. Supp. 3d 540 (S.D.N.Y. 2014); U.S. v. Murgio, 
209 F. Supp. 3d 698, 707 (S.D.N.Y. 2016).

23 State of Florida v. Michell Abner Espinoza, Case No. F14-2923.
24 Tu. Perfecting Bitcoin, 52 Ga. L. Rev. 505, 545 (2018).

The individuals who maintain the blockchain are 
referred to as “miners” and typically receive transactions 
fees in the form of new cryptocurrency for their services.8 
Because the blockchain is public, cryptocurrency trans-
actions can be reviewed by anyone at any time.9 

What Type of Asset is Cryptocurrency?
A prudent lender will want to familiarize themselves 
with the collateral at issue before engaging in a secured 
lending transaction. Many would likely conclude 
cryptocurrencies are, as their name implies, a form of 
currency. And while cryptocurrencies share character-
istics with their fiat currency counterparts, they differ 
in many key respects. Cryptocurrencies lack intrinsic 
value, regulatory oversight and institutional capital, 
which are important to secured lenders,10 making cryp-
tocurrency values extremely volatile.11 These and other 
characteristics make cryptocurrency a difficult asset 
to classify — and tricky to collateralize. The Internal 
Revenue Service, Securities and Exchange Commission, 
Commodity Futures Trading Commission and the court 
system have all taken different approaches toward clas-
sifying cryptocurrency, adding to the confusion. 

A Commodity or Not?
The IRS issued Notice 2014-21 which describes how 
existing general tax principles apply to transactions 
using virtual currency. The IRS describes cryptocurren-
cies as: “digital representation[s] of value that function 
as a medium of exchange, a unit of account, and/or a 
store of value. In some environments, [they] operate 
like ‘real’ currency — i.e., the coin and paper money 
of the U.S. or of any other country that is designated 
as legal tender, circulates, and is customarily used and 
accepted as a medium of exchange in the country of 
issuance — but [they] do not have legal tender status in 
any jurisdiction.12

For federal tax purposes, cryptocurrency is treated 
as property, and “[g]eneral tax principles applicable 
to property transactions apply to transactions using 
virtual currency.”13

8 See Alexander v. BF Labs Inc. 2016 WL 5243412, n.3 (D. Kan. Sept. 
22, 2016)(citing Morici v. Hashfast Techs LLC, 2015 WL 906005 at *2 
(N.D. Ca. Feb. 27, 2015) .

9 Websites such as Bitcoin Block Explorer are open source web tool[s] that 
allow you to view information about blocks, addresses and transactions 
on the Bitcoin blockchain.

10 Arthur Linuma. Why is the Cryptocurrency Market So Volatile: Expert 
Take. Cointelegraph. February 27, 2018. 

11 Id.
12 IRS Notice 2014-21.
13 Id.

Cryptocurrencies lack intrinsic value, regulatory oversight 
and institutional capital, which are important to secure 
lenders, making cryptocurrency values extremely volatile.
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lending platform — is a cryptocurrency-based secured 
lender that engages in blockchain-backed loans. 
“These are simply loans in which you hand over a 
blockchain asset, like bitcoin, as collateral in exchange 
for traditional currencies.”29 Utilizing a multisignature 
smart contract, borrowers deposit their cryptocurrency 
collateral, receive fiat currency loans directly into their 

bank accounts and then make regular payments on 
the loan. When the loan is repaid, the cryptocurrency 
is returned.30 A caveat to SALT’s lending platform, 
however, is its strict adherence to loan to value ratio 
(LTV) requirements. If the LTV increases beyond the 
initial LTV — a likely outcome if the market value of 
the cryptocurrency sharply declines — the borrower is 
required to either provide more collateral or  pay down 
the loan to lower the LTV. Given the general volatility 
of cryptocurrency values, it is likely that crypto lending 
LTV’s have the potential to drastically shift during the 
life of a loan. Secured lenders will want to keep this 
in mind when determining how to structure crypto 
lending transactions.

Given the increased popularity of cryptocurrency, it 
is likely that many secured lenders will begin to enter 
the crypto lending market.31 At the very least, the general 
public — who will continue to purchase and accumulate 
cryptocurrency — will begin offering their cryptocur-
rency assets as collateral for loans. For those lenders 
who intend to participate in crypto lending, it is impor-
tant to understand the nature and basic characteristics 
of cryptocurrency. While cryptocurrency may pose 
unique challenges as a form of collateral, it is not impos-
sible to collateralize. With adequate planning, research 
and a bit of creativity, secured lenders should be able to 
wisely engage in crypto lending transactions. abfj

ALAN ROSENBERG  is an associate with Markowitz Ringel 
Trusty & Hartog in Miami.

29 Butchko. What Is SALT Lending? Beginner’s Guide. Coin Central. January 
10, 2018.

30 Id.
31 Redman. Crypto-to-Cash Lending is Growing Quite Popular These Days. 

Bitcoin.com, May 4, 2018.

would be able to obtain possession of a defaulting 
debtor’s cryptocurrency. Accordingly, lenders engaging 
in crypto lending must employ a certain degree of 
creativity to ensure the security of their investments 
and their collateral.   

Multi-Signature Cryptocurrency Wallets
One way to ensure the safety of cryptocurrency collat-
eral is through the use of multi-signature cryptocur-
rency wallets. A multi-signature cryptocurrency wallet 
— or multisig — requires multiple private keys to 
process cryptocurrency transactions. Using a multisig 
platform, cryptocurrency cannot be transferred by one 
person without the consent of another person who holds 
an additional private key.25 In the context of crypto 
lending, a lender taking a security interest in cryptocur-
rency may want to consider having the collateral placed 
in a separate, segregated multisig wallet. The lender can 
then hold an additional private key, thereby requiring 
the lender’s authorization before any cryptocurrency is 
transferred from the wallet. This should ensure that a 
borrower does not dissipate cryptocurrency collateral 
without the lender’s explicit consent. 

Cryptocurrency Collateral Cold Storage
Cryptocurrency collateral can also be secured through 
cryptocurrency cold storage — “a non-internet-
connected device and/or program which generates 
your [cryptocurrency] wallet within a reserve offline.”26 
Cold storage generally requires a user to either create 
a “paper wallet” or  store their cryptocurrency on a 
USB drive or specialized cryptocurrency hardware 
wallet.27 In the case of a paper wallet, a user will print 
public and private access keys on paper, which are 
required for the user to access the cryptocurrency. If 
the paper keys are lost or destroyed, however, the user 
will lose access to the subject cryptocurrency. A hard-
ware wallet, on the other hand, is an actual device that 
stores the subject cryptocurrency. 28  

In a crypto lending transaction, a secured lender 
may request that the debtor place cryptocurrency 
collateral in cold storage. The cryptocurrency collateral 
— whether in paper or hardware form — can then be 
retained by the secured lender or independent escrow 
agent. Then, in the event of a default or other breach, 
the secured lender can be ensured that the collateral 
securing its investment is available to satisfy the debt. 

What Are Other Cryptocurrency-Backed  
Lenders Doing?
Some lenders have already begun issuing crypto-
currency-backed loans. SALT — secured automated 

25 Davenport. What Is Multi-Sig, and What Can It Do? Coincenter, January 
1, 2015. 

26 Oreso. Cryptocurrency Cold Storage: What is it and why should you 
adopt it? January 11, 2018.

27 Id.
28 Velu. How to Keep Your Cryptocurrency Safe: 7 Must Have Wallets. 

Blockgeeks.

Cryptocurrency collateral can also be secured through 
cryptocurrency cold storage — a non-internet-
connected device and/or program which generates your 
[cryptocurrency] wallet within a reserve offline.
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NAV, Subscription & Hybrid Credit Facilities
NAV facilities are fund-level facilities relying on fund investments as 
the primary source of repayment. Although a lender may consider the 
strength of a fund in its underwriting process by comparing the credit 
evaluation for providing financing to a successful $1 billion fund VI 
versus an untested $50 million fund I, for example, the fund’s assets 
are typically the primary basis for underwriting and, in the case of 
a secured facility, the sole collateral. In a secured NAV facility, the 
lender can obtain liens on, among other things, 1) the equity interests 
in portfolio companies (or holding companies that ultimately own the 
portfolio companies); 2) distributions and liquidation proceeds from 
the portfolio companies or other investments; 3) in the case of debt 
funds, loans extended by the fund to its borrowers and 4) fund-level 
collection accounts. In other cases, borrowers with creditworthy assets 
are able to access credit based on borrowing base formulas but without 
granting liens on their assets.

Loan availability under a NAV credit facility is typically limited to 
a sum equal to an agreed advance rate for a given category of assets 
(potentially subject to concentration limitations for each category) 
multiplied by the NAV of certain agreed eligible investments. NAV 
credit facilities are often subject to unique covenants and other terms in 
financing agreements such as the requirement to maintain a minimum 
NAV or loan-to-value ratio, or rights with respect to asset replacement.

While NAV credit facilities look downward to the underlying port-
folio investments or other fund assets and their value as collateral and/
or source for repayment, subscription credit facilities look upward to 
the unfunded capital commitments of the investors in the fund.

P rivate equity and other investment funds 
have traditionally utilized portfolio company-
level financing to finance acquisitions. These 

types of financings depend on the portfolio company 
for the debt underwriting and the collateral package. 
These include asset-based loans, cash flow financings 
and real property mortgages, among other traditional 
lending products.

Fund-level debt can provide alternative financing or 
complement secured financing at the portfolio company 
level. Fund-level debt can include net asset value (NAV) 
credit facilities, subscription credit facilities and facilities 
combining characteristics of both NAV and subscription 
credit facilities (hybrid facilities). This article focuses on 
the relative benefits of using fund-level credit facilities to 
finance acquisitions of portfolio companies and/or their 
assets as compared to traditional acquisition finance.

Benefits of Fund-Level Debt  
in Acquisition Finance
BY FREDERICK C. FISHER IV, ZACHARY K. BARNETT, CHRISTOPHER M. CHUBB & ANASTASIA N. KAUP

Fund financing is one of the fastest growing areas of the leveraged loan market. Frederick C. Fisher, 
Zachary K. Barnett, Christopher M. Chubb and Anastasia N. Kaup explain the advantages of using fund 
level debt financing over traditional financing when acquiring portfolio companies.

FREDERICK C. FISHER IV 
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Mayer Brown

ZACHARY K. BARNETT 
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Leader, Mayer Brown

CHRISTOPHER M. CHUBB 
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Mayer Brown

ANASTASIA N. KAUP 
Associate,  
Mayer Brown

Fund-level financing is not an ideal fit for every fund and 
situation. Potential challenges include accounting and 
tax issues, the risk of insolvency at the portfolio company 
level and unique portfolio goals and challenges.
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Fund-level financing is not an ideal fit for every fund and 
situation. Potential challenges include accounting and tax 
issues, the risk of insolvency at the portfolio company level 
(although this risk is likely limited for well-diversified and 
properly structured funds) and unique portfolio goals and 
challenges.

In many cases, these concerns can be mitigated or 
resolved by consulting experienced counsel early in the fund 

formation stage and/or financing processes, or with other 
creative approaches such as placing what would otherwise 
be mezzanine or junior-level debt in a senior position at the 
portfolio company level, which may be obtained at a much 
lower all-in rate than usual given its senior position in the 
capital structure.

Depending on the type, goals and characteristics of the 
fund, it is possible to employ each of the aforementioned 
types of financing and to call on uncalled capital commit-
ments, as well as underlying assets and investments, to fulfill 
varying capital and liquidity needs throughout the entire life 
cycle of a fund.

Market Trajectory & Conclusion
Given the relative benefits of fund-level credit facilities over 
traditional asset-level and portfolio company-level financing, 
as well as the overlap in collateral and sources of repayment, 
we see funds enjoying numerous benefits in obtaining fund-
level facilities on a stand-alone basis and/or as a jumping-off 
point to the financing of the capital structure over the life of 
the fund at multiple levels. As a fund’s capital demands, needs 
and goals evolve, fund-level facilities can provide unique 
advantages in terms of flexibility. As funds continue to mature 
and lenders shift their underwriting focus from individual 
investments to the strengths of funds themselves, we expect 
funds will utilize, and lenders will offer, additional fund-level 
facilities and financing options.

This risk can be further mitigated by negotiating a cross-
default provision to only certain investments. Funds can also 
negotiate the ability to substitute non-performing assets for 
better performing assets in the borrowing base. abfj

FREDERICK C. FISHER IV, the lead author, is a partner in Mayer 
Brown's Chicago office and is co-leader of the global Lending 
group. ZACHARY K. BARNETT is a partner and finance practice 
leader and is the global head of the firm’s Fund Finance practice. 
CHRISTOPHER M. CHUBB and ANASTASIA N. KAUP are associates 
and members of the Banking & Finance practice.

Subscription (also known as “capital call” or “capital commitment”) 
credit facilities are used by private equity funds of all stripes. For 
years, such facilities have offered funds numerous benefits, including 
quick access to capital; flexibility and nimbleness to rapidly access 
and deploy capital; the means to borrow smaller amounts as needed 
to reduce administrative burdens, maximize efficiency and bolster 
positive investor relations; access to letters of credit and the ability to 
borrow in multiple currencies; the ability to secure hedges, swaps and 
other derivatives transactions and the means to bridge capital needs 
in connection with an asset-level financing.

Hybrid credit facilities blend NAV and subscription facilities. 
Collateral for hybrid credit facilities is negotiated on a deal-by-deal 
basis, but can provide lenders with recourse to the underlying invest-
ment assets that typically support a NAV, as well as the uncalled 
capital commitments of investors that typically support a subscription 
credit facility. For hybrid facilities with a blended borrowing base, the 
proportion of the base made up of capital commitments versus NAV 
assets often changes over time. As capital commitments are called 
and those funds are deployed to make investments, the value of those 
investments builds up the borrowing base through the NAV asset 
prong. The blended borrowing base of the hybrid credit facility helps 
fulfill the financing needs of the fund at multiple stages in its lifecycle 
and obviates the need to refinance as capital commitments are called.

 Relative Benefits of Fund-Level Financing
The benefits of fund-level financing, particularly to facilitate acquisi-
tions, include:

 • Decreased transaction costs due to having only one credit 
facility per fund rather than multiple asset level or portfolio 
company-level credit facilities, resulting in lower overall costs 
and low to no commitment or broken deal costs.

 • Timing benefits due to not having to arrange, structure, 
coordinate and close multiple asset-level or portfolio 
company-level credit facilities contemporaneously to facilitate 
acquisitions.

 • The ability to focus fund financial and personnel resources on 
acquisitions, without the need to run a simultaneous process 
to secure asset-level or portfolio company-level financing.

 • Lower relative cost of debt and increased fund profitability. 
Lenders’ greater comfort in the fund’s overall performances; 
multiple income streams from multiple portfolio companies 
and assets to support repayment; reputational risk of 
non-repayment; decreased diligence costs and better pricing 
on fund-level debt secured across a diversified pool of 
collateral contribute to this.

 • Multiple high-quality sources of repayment supporting a 
single-credit facility.

 • Potentially increased deal flow for lenders positioned to 
provide financing for the fund through its investment cycle 
across various platforms.

 • A single, top-level credit facility lends to high levels of 
cooperation between funds and their lenders, increasing 
transparency into a fund’s ultimate business goals and 
strategy and promoting partnerships.

 • Lenders at the fund-level facility have a larger hold percentage 
of the fund’s overall debt, with greater diversity of assets.

 • Potential pricing breaks and beneficial borrowing base 
adjustments depending on the assets and concentrations 
thereof comprising the borrowing base.

As funds continue to mature and lenders shift their underwriting 
focus from individual investments to the strengths of funds 
themselves, we expect funds will utilize, and lenders will offer, 
additional fund-level facilities and financing options. This risk can 
be further mitigated by negotiating a cross-default provision to 
only certain investments.
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PROFILE OF SUCCESS

W hen the Anglo-Palestine Bank opened 
its doors in the port city of Jaffa in 1902, 
Palestine was a sleepy backwater of the 

Turkish Empire. Most of the bank’s transactions involved 
imports, land purchases and long-term loans to farmers. 
As a subsidiary of the Jewish Colonial Trust, the bank 
was created to support the efforts of its parent agency, 
but the daughter gradually subsumed the parent.

A loan to the Ahuzat Bayit (Homestead) associa-
tion proved to be one of its most crucial transactions, 
helping the white city of Tel Aviv — the first modern 
city in Palestine — arise amid the sand dunes along the 
Mediterranean in 1909.

By the eve of World War I, the bank had branches 
throughout the region, including Beirut, Jerusalem and 
Gaza. Because the bank was registered in England, 
the Turkish government declared it an enemy institu-
tion once war broke out and tried to confiscate its 
holdings. The bank survived, the Turks were defeated 
and Palestine became a less sleepy backwater of the 
British Empire. During World War II, the bank financed 
companies that manufactured war supplies for the 
British Army.

In 1950, now part of the new State of Israel, the bank 
changed its name to Bank Leumi L’Israel — the National 
Bank of Israel — and took on a larger role. Today, Leumi 
has emerged as a global financial power with outposts 
in the U.S., China and throughout Europe, providing a 
wide selection of products to businesses and consumers. 
This summer, Bank Leumi USA added a new arrow to its 
quiver — an ABL group led by veteran Mark Fagnani.

Fagnani seems like a perfect choice to build the 
group. He has a long-standing relationship with Shawn 
McGowan, the executive vice president and head of 
Commercial Banking at Bank Leumi USA, and he has 
spent his entire career in ABL.

 “I just fell into ABL,” Fagnani admits. “It was my 
first real job as an adult, and I started with a company 
called Congress Financial. I didn’t actually know what 
Congress did at the time. I just wanted a job. And ulti-
mately, I loved the business.”

Looking back fondly at Congress, he adds, “It really 
was one of the leaders in asset-based lending, and it 
was run by people who I would consider giants in the 
industry. I certainly admired the people I worked for in 
the extreme.”

The Urge to Merge
The compulsion to merge is not unique to contempo-
rary institutions. Congress was majority owned by 
Philadelphia National Bank (PNB) — another legacy 
lender, founded in 1809. After merging with Hamilton 
Bank, PNB changed its names to CoreStates and 
continued to acquire rival banks, including First 
Pennsylvania. In 1998, CoresStates was itself acquired 
by First Union, in what was then the largest U.S. 

Out of Retirement, Into a New Challenge:
Fagnani Leads New Bank Leumi ABL Division
BY NADINE BONNER

With roots in Tel Aviv and branches the world over, Bank Leumi lacked only one thing — an ABL division. 
The bank corrected the situation this spring and hired Mark Fagnani, a veteran of many outstanding ABL 
institutions, to lead it. Fagnani shares his vision for Leumi and his mantra for success with ABF Journal 
editor Nadine Bonner.

MARK FAGNANI 
First Vice President/Group Head,  
Leumi Business Credit

ABFJ EXCLUSIVE: 

“Borrowers need solutions. Borrowers like to have the lowest interest rate 
they can get, but my experience has taught me that what borrowers want 
more than anything else is to get closure.” 

— Mark Fagnani, First Vice President/Head, Leumi Business Credit
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to all of them, and that’s everyone from the turnaround firms to 
accounting firms to lawyers, appraisers.”

 In the beginning, he will concentrate efforts on the bank’s 
current footprint area — New York, Chicago, Los Angeles and 
Florida — before expanding nationally. The first task will be 
setting up a software system and slowly staffing up as a portfolio 
is built.

When asked who he thinks are his chief competitors, Fagnani 
laughs and says, “Everyone is my competition.” He rattles off 
a number of New York banks who play in the ABL sandbox — 

Webster, Israel Discount Bank and People’s United. “Wells is a 
force to be reckoned with, always. Bank United is playing in ABL 
a little bit, and there are community banks, and then there are all 
the non-bank lenders like Siena and North Mill. I think we'll bump 
into all of them,” he says.

He quotes the mantra he learned as a novice at Congress — 
“Don’t say ‘no’, say ‘how’.”

Solutions for Borrowers
“Borrowers need solutions,” he says. “Borrowers like to have the 
lowest interest rate they can get, but my experience has taught 
me that what borrowers want more than anything else is to get 
closure. They want to know that the person they’re talking to 
can deliver a deal and get it done as quickly as possible. I have 
stressed that to the senior management at Leumi from the first day 
we met, and I find them to be responsive and nimble and creative. 
I think we will win our share of deals just by being able to bring 
borrowers a solution they’re looking for — get it approved, get it 
documented and get it closed in a very timely fashion.”

Leumi’s sweet spot will be deals between $5 million and $25 
million. “We’re really looking at middle market deals and almost 
any industry. I would say we’re industry agnostic,” he says.

Perched on the precipice of an exciting new venture, Fagnani is 
calm and admits nothing about it keeps him up at night.

“I’m at an age now where I’ve learned to just relax and breathe. 
Right now, my motivation is to get the computer system up and 
running and build out the team and make the market aware that 
we exist. Clearly my No. 1 concern always is finding new loan 
prospects. I wouldn’t like to say it keeps me up at night.”

He points out when he founded HVB Capital in 2013, the team 
found deals every day. “If we booked 20, we probably looked at 
50. So, I am relatively confident today there are plenty of deals out 
there. We’ll get our [fair] share of looks, and it’s up to us to win.”

The winning way is one he’s cultivated over a successful 
career, and he doesn’t mind sharing the secret sauce.

“You win by assuring people you can help them, that you will 
be a financial partner to them, that you will close and that you will 
deliver what you’ve said.” abfj

NADINE BONNER  is editor of ABF Journal.

bank merger. Three years later, First Union took over 
Wachovia and changed its name.

“When Wachovia bank failed, Wells Fargo, which 
was then Foothills, bought the entire Wachovia Capital 
Finance portfolio and most of the people — I would say 
almost 100% of the people — and became what is today 
known as Wells Fargo Capital Finance,” Fagnani says. 

He stayed on through the shifting owners, finally 
retiring from Wells Fargo in 2010 for a variety of personal 
reasons, not the least of which was the 2009 death of 
his wife. Like many early retirees, he was eventually 
ready for a second act, so he founded MSF Associates, 
a consulting firm which primarily served lenders and 
distressed borrowers.

In 2013, he was recruited by Hudson Valley Bank 
to do what he does best — start an ABL division. But 
the mergers kept coming. “HVB Capital ultimately got 
bought by EverBank and became EverBank Business 
Credit. And that really wasn’t a very happy marriage,” 
Fagnani says. “EverBank didn't particularly like the 
ABL business and didn’t particularly support the ABL 
business, so I left in April of 2016.”

A Good Fit for Leumi
Back at MSF Associates, he was contacted by McGowan, 
another Wachovia veteran, who was trying to decide if 
ABL was a good fit for Leumi. In the end, not only did 
he determine ABL was a good match for the bank, he 
realized Fagnani was the right person to run the division 
and get it off the ground.

“Shawn, very astutely, at least in my opinion, under-
stood that ABL is sort of a natural extension of C&I,” 
Fagnani says. “ABL lenders will lend into situations, or 
are more well suited for certain situations, where the 
banks would normally not want to make a loan or would 
shy away from making a loan, whether it’s because the 
company is highly leveraged or the company has a 
history of losses or erratic financial performance.

“Or it may just be a business that is seasonal in 
nature and needs a working capital line that can grow 
and fluctuate with its seasonal needs. That’s what 
ABL does, and I think it is a natural extension of their 
product line and their desire to grow the C&I business.”

Thanks to the magic of 21st century communica-
tions, the news of a new ABL player in town rocketed 
across the industry as soon as Leumi announced it.

 “Given how many phone calls, emails and texts 
I have received in just the last few days, I would say 
the word is out, but it’s out in the lending community. 
Now we’ve got to get it out to the borrower community,” 
Fagnani says.

Reaching Out to Borrowers
“Shawn and I will be busy meeting both internally with 
all the bankers again across the country and helping 
them understand what we will do and what we won’t 
do. So when they meet with potential borrowers or 
customers, they will know when it might be appropriate 
for them to refer us in,” Fagnani says. “I’ve been around 
a long time. I have a slew of contacts and intermediaries 
that can help us generate business. I’ll be busy talking 

PROFILE OF SUCCESS

“You win by assuring people you can help them, that 
you will be a financial partner to them, that you will close 
and that you will deliver what you’ve said.”  

— Mark Fagnani
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TURNAROUND 
corner

around to take place. The ultimate success or failure of 
a restructuring and subsequent turnaround can often be 
traced to the structure of the transaction. Factors such 
as the number and type of capital providers involved, 
outstanding debt and leadership team all have consid-
erable impact on the ability of a company to success-
fully execute a turnaround. When the rush to finalize 
a restructuring transaction overwhelms the need to 
consider these factors, lenders find themselves backing 
companies that remain saddled with suboptimal capital 
structures, disgruntled stakeholders, inadequate 
liquidity and few good options.

The proper goal of any restructuring must be the 
close of the optimal transaction to best position the 
company and stakeholders for success or, failing that, for 
the least bad outcome. Whether evaluating a prepared 
restructuring plan or working in tandem with various 
parties to create one, lenders would be well served to 
keep in mind the key factors successful middle-market 
restructurings share and which many of the more igno-
minious failures lacked.

M iddle-market lenders are never entirely 
without worry, but the benign economic 
conditions of the past nine years have 

certainly rewarded optimism. Outstanding commercial 
and industrial loans have experienced a peak to trough 
increase of nearly 104% while the rate of nonperforming 
loans has declined by 279 basis points (see Exhibit 1). 
In this environment, cultivating new business opportu-
nities has crowded out thoughts of troubled loans for all 
but those in the trenches. Nevertheless, all credit cycles 
turn, and savvy lenders must consider how they will 
adjust in a scenario in which nonperforming loan rates 
return to the levels seen in prior recessions (see Exhibit 
2). Fortunately, an examination of the best practices 
for restructuring in the current market offer valuable 
lessons as concerns grow that a recession, regardless of 
the triggering event, may loom in the near- to mid-term. 

A restructuring, here defined as the reorganization 
of the capital structure of a company, is best thought of 
as a realignment of interests among a company’s capital 
providers and other stakeholders to allow for a turn-

Factors Driving Success in  
Middle-Market Restructuring
BY DAVID JOHNSON

What goes up must come down, and David Johnson points out that the current strong economy will 
eventually turn downward. Urging lenders to be prepared for the next downturn, he offers practical ways 
to assess a restructuring plan.

Factors such as the number and type of capital providers involved, 
outstanding debt and leadership team all have considerable impact on 
the ability of a company to successfully execute a turnaround.

DAVID JOHNSON 
Founder/Managing Partner, 
Abraxas Group
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Extrapolating from the percentage of nonperforming loans in the prior three recessions, U.S. 
banks will likely see nonperforming C&I loans peak between $70 billion and $110 billion during 
the next recession.

Capital Provider Alignment
When addressing a distressed portfolio company, capital providers usually agree the status quo is 
untenable, but bridging from this point to a more substantive agreement on what a new status quo 
might look like often requires a herculean effort. The challenge most frequently comes down to a 
fundamental misreading of the risk tolerance of various parties (see Exhibit 3, page 43). To craft a 
workable solution, all involved must appreciate the position and motivations of their counterparts, 
but, most importantly, the underperforming company must have a leadership team that understands 
the crosscurrents at work and keeps those factors foremost in their minds as they work with advisors 
to right-size the capital structure.  > >

A restructuring transaction highlights the brutality of Occam’s Razor — all else being equal 
the simplest solution is usually correct. For a company unable to support its current debt load, 
Occam’s Razor would indicate the simplest solution is to maximize debt reduction.

Exhibit 1: Commercial and Industrial Loan Trends (Current Cycle)

Exhibit 2: U.S. Commercial and Industrial Loans

Period Loans	Outstanding	($B) Nonperforming	%
Current 2,209.6																													 0.82%
Trough 1,084.9																													 3.61%

Variance	($) 1,124.7																												 -2.79%
Variance	(%) 103.7%
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Regardless of the timing of the next downturn, 
forward-thinking lenders of all risk tolerances, 
must begin considering how they will approach 
the inevitable increase in restructuring situations 
across the middle market.

Rationalized Capital Structure
A restructuring transaction highlights the brutality of Occam’s Razor 
— all else being equal the simplest solution is usually correct. For 
a company unable to support its current debt load, Occam’s Razor 
would indicate the simplest solution is to maximize debt reduction. 
Unfortunately, this is often unworkable due to the conflicting risk 
tolerances of different lenders, efforts of equity owners to maintain 
a stake in the company and a preference by all involved to execute 
a transaction outside of bankruptcy. As a result, the tendency in 
middle-market restructuring situations is to modestly reduce debt 
while also backing a plan that will permit the troubled company to 
grow into its new capital structure. 

Viable Turnaround Plan
The underlying assumption of most restructurings is that the under-
performing company can be fixed. The plan to achieve this outcome 
deserves intense scrutiny, and lenders should be on the lookout for 
certain key components common in successful turnaround plans. 

 • Bias for Action. A company that has undergone a restructuring 
has, in a very fundamental way, failed. A plan that assumes 
everything will go “back to normal” post-restructuring is almost 
certain to fail. At a minimum, the prior leadership team adopted 
a capital structure at odds with the endogenous and exogenous 
risk factors of the company. Recognizing this and seeking to do 
the hard work of reexamining old assumptions, making drastic 
changes in cost structure, reevaluating struggling divisions 
and unprofitable customers, and acting swiftly and decisively 
on those findings is necessary to ensure long-term success.  

 • New Leadership. Value-maximizing turnaround plans combine 
aggressive goals with rigorous attention to detail, obsessive 
focus on the key drivers of success, a nuanced understanding 
of human nature and humility in the face of the unknown. 
Unfortunately, the specialized skillsets required to design and 
execute such a plan are in short supply in the leadership ranks 
of most middle-market companies. Successful turnaround teams 
do not rely exclusively on outsiders. Instead, they insert outsiders 
as catalysts — often in interim management positions — to 
help rebuild a leadership team and execute on a new plan.

 • Buy-in. Critical vendors, top employees and other key 
stakeholders do not have a voice in an out-of-court restructuring. 
Nevertheless, the support of these constituencies is crucial. A 
plan convincingly sold to capital providers must be distilled to 
its essence and appropriately communicated to key stakeholders. 
The communication cannot be a one-off. Each stakeholder 
constituency will require status updates as the turnaround 
takes shape.

When a turnaround plan possesses these key factors, the poten-
tial exists for rapid and sizeable increases in profitability, cash flow 
and enterprise value. (see Exhibit 4).

Benign markets lead to ugly downturns, and for middle-market 
lenders, the market has been benign for quite a while. Regardless of 
the timing of the next downturn, forward-thinking lenders of all risk 
tolerances must begin considering how they will approach the inevi-
table increase in restructuring situations across the middle market. 
Understanding the drivers of a successful restructuring will help 
lenders assess the strength or weakness of the restructuring proposals 
they and their staffs are likely to see in the coming years. abfj

DAVID JOHNSON  is founder and managing partner of Abraxas Group, a 
boutique advisory firm focused on providing transformational leadership 
to middle-market companies in transition. 

When addressing a distressed portfolio company, 
capital providers usually agree the status quo is 
untenable, but bridging from this point to a more 
substantive agreement on what a new status quo 
might look like often requires a herculean effort. 
The challenge most frequently comes down to a 
fundamental misreading of the risk tolerance of 
various parties.

TURNAROUND CORNER
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CAPITAL PROVIDER RISK TOLERANCE TIME HORIZON NOTES

Senior Lender  
(Bank)

Low 3 – 12 months
Seeks to be refinanced out by a specified 
date as a condition of a restructuring 
agreement.

Senior Lender 
(Non-Bank)

Moderate 6 – 24 months
Often willing to remain in the capital 
structure longer, with adjustments to 
terms and overall level of exposure.

Subordinated Lender High 6 – 24 months

Willing to support a viable plan for post-
restructuring, but expects higher returns 
for the risk. Often assumes an equity 
position post-restructuring.

Equity  
(Family Owned)

High 5+ years
Comfortable with investing additional 
capital, highly resistant to dilution of 
ownership stake.

Equity  
(Financial Sponsor)

High 12 – 36 months
May accept a more tenuous post-
restructuring capital structure rather than 
sacrifice ownership.

Exhibit 3: Capital Provider Considerations

Exhibit 4: Hypothetical Turnaround Plan ($MMs)

 
LTM	 		

Turnaround	
Initiatives	 		

Post-
Turnaround	

Revenue	 125.0		 	 (15.0)	 	 110.0		

	      
Cost	of	Goods	Sold	 91.3		 	 (16.0)	 	 75.3		

	      Gross	Profit	 33.8		 	 1.0		
	

34.8		
Gross	Margin	%	 27.0%	

	   
31.6%	

	      SG&A	 38.5		
	

(12.5)	
	

26.0		

	      EBITDA	 (4.8)	
	

13.5		
	

8.8		
EBITDA	Margin	%	 -3.8%	

	   
8.0%	

	      Net	Working	Capital	
	     			Accounts	Receivable	 20.8		

	
(4.2)	

	
16.7		

			Inventory	 21.5		
	

(5.4)	
	

16.2		
			Accounts	Payable	 13.9		

	
(3.1)	

	
10.8		

Total	NWC	 28.4		
	

(6.4)	
	

22.0		

	      Financial	Rations	
	     

      Days	Sales	Outstanding	 60.0		
	

(5.4)	
	

54.6		
Days	Inventory	Outstanding	 85.0		

	
(7.6)	

	
77.4		

Days	Payables	Outstanding	 55.0		
	

(3.3)	
	

51.7		

	      Cash	Conversion		 90.0		
	

(9.7)	
	

80.3		
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LEGAL
lines

confidential materials and, from a legal standpoint, bridge the gap 
between only receiving the contracts material to investors and the 
additional contractual arrangements (such as web hosting, third-party 
picking, packing and sorting) fundamental to thoroughly assess poten-
tial exit strategies and approaches to the potential exercise of secured 
party rights and remedies.

Corporate Organization & Ownership
One underwriting criterion is “who owns my borrower?” When the 
answer is a sponsor, continuity of ownership and/or control is a 
concern and may include preservation of specific material personnel 
(or approved successors) in particular roles. In the case of large, 
publicly-traded companies, it is customary to focus on an operating 
company subset of the borrower group. Since the ultimate parent is 
widely-held, and equity interests are freely traded, the agent tends to 
limit the change-of-control covenant and corresponding default provi-
sions to the continued ownership of all of the other borrowers and guar-
antors by the top-level holding company in the obligor group. Given 
the complex corporate structure of many publicly-traded companies, 
it is imperative to obtain the identities of borrowers, guarantors and 
excluded entities at the onset. In some cases, it may also be possible 
to prohibit any one shareholder from acquiring a controlling interest 
in the lead borrower or obligor group parent entity (or an interest in 
excess of an agreed percentage of equity) without the prior consent of 
the agent and required lenders.

Financial Covenants
Even in the current “covenant lite” and single financial covenant envi-
ronment, transactions in the large middle-market generally include one 
financial covenant. This remains true in the case of large, publicly-
traded company borrowers. One of the threshold considerations in 
structuring the financial covenant(s), especially in the case of inter-
national conglomerates, is identifying the operative set of affiliates to 
consolidate and measure these covenants.

Companies of this type and size generally report their financial 
information on a top-down consolidated business for all affiliates — 
and may well do so under IFRS (International Financial Reporting 
Standards) as opposed to GAAP (Generally Accepted Accounting 

T he monumental changes in asset-based lending 
are beyond dispute. Asset-based lending, once 
the structure of last resort, historically limited 

to specific industries such as retail and manufac-
turing, has become a formidable tool used by a range 
of institutions, including the major banks and large 
regional banks that often dominate the market. This 
is most evident in ABL credit facilities favoring large, 
publicly-traded companies. These facilities represent 
opportunities and present novel issues that demand 
special consideration. 

Due Diligence/Information Strategy
Information gathering and sharing are underwriting 
touchstones for structuring a proposed credit facility in 
favor of a large, publicly-traded company. The status of a 
publicly-traded company as a reporting company under 
U.S. securities law both simplifies and complicates the 
process from the standpoint of the lender and its counsel. 
On one hand, anything “material” from the perspective 
of a prudent investor, is, in theory, already publicly 
disclosed and available. However, the unique concerns of 
the ABL lenders’ agent may be ignored by such reporting 
and prove to be an obstacle when the agent’s counsel 
makes supplemental information requests. 

The reality is, even when dealing with a large, 
reporting company, a non-disclosure agreement (NDA) 
will be required and should be negotiated and agreed 
upon upfront. The NDA will facilitate access to truly 

Pitfalls and Benefits of Offering  
ABL Loans to Large Public Companies
BY LON M. SINGER

Lending to large, public companies  can burnish an ABL lender’s reputation and offer a unique opportunity 
to expand its business model. Lon M. Singer explains how to navigate through these complex and 
ultimately rewarding deals.

Virtually every large credit facility includes a document 
precedent battle in the term sheet stage. The parties routinely 
quibble over which existing credit agreement should serve as 
the basis for documentation of their facility.

LON M. SINGER 
Partner,  
Riemer & Braunstein
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borrower closing a multi-borrower credit facility based only on its own 
eligible assets. More routinely, co-borrowers are free to draw on the 
basis of the aggregate availability of all of borrowers. The concern 
remains that certain borrowers (and their assets) may be supporting 
other borrowers — to the detriment of the creditors of other members 
of the borrower group. Aggrieved creditors in a bankruptcy proceeding 
could theoretically void or re-characterize certain guaranty and related 
secured arrangements relating to a collapsed borrowing base. 

Draftsmen and underwriters try to mitigate this risk by conducting 
due diligence to determine the extent members of a consolidated group 
benefit from the obligations of one another, have common creditors, 
centralized legal and accounting services and infrastructure and are 
perceived by their customers, vendors and other creditors as a single 
enterprise. In the case of large, publicly-traded companies, these 
factual mitigants, and the corresponding representations, are more 
likely to be available for the benefit of the agent and the lender group 
— particularly where the relevant obligor group has been carefully 
isolated and identified.

Leakage
One of the most heavily negotiated areas of credit agreements with 
large public borrowers involves the laundry list of exceptions to the 
negative covenants.  Increasingly, compliance with a particular finan-
cial or availability metric will afford these largest borrowers virtual 
carte blanche exception to the constraints of the negative covenants. 
When these metrics are not or cannot be satisfied, and the borrowers 
still wish to proceed down a particular path, they may need to rely 
upon an enumerated negative covenants exception — which may 
relate to one or more categories of activity and include constraints in 
terms of dollar amount, frequency, etc. The proliferation of agreements 
that afford the borrowers inordinate flexibility to aggregate covenant 
level baskets, while at the same time providing the borrowers with 
the power to designate and re-designate certain entities as residing 
within or without the obligor group. The resulting risk to the agent and 
lenders of leakage (the diversion of advances to unintended parties or 
purposes outside the obligor group) is substantial, and careful scrutiny 
is absolutely imperative to avoid unforeseen consequences. This area 
is so rife with traps and pitfalls that the adoption and implementation 
of alternative approaches, such as expanded baskets or more relaxed 
metrics, is often preferable.

Loans to large, publicly-traded borrowers can be the most precious 
jewels in a lender’s loan portfolio and a source of high-profile branding 
that brings intangible value for institutions. Lenders can leverage these 
beneficially throughout the capital markets and into associated rela-
tionships. While the underwriting and legal issues involved in these 
transactions often will include matters common to large, syndicated 
credit facilities generally, there are also unique elements which necessi-
tate an appreciation of distinct loan markets, industries and the related 
market approaches to special issues and documentation. anfj

LON M. SINGER is a partner in the Financial Services Group of Riemer & 
Braunstein in the firm’s New York office

Principles). An ABL lending group is often focused, however, on the entities 
with eligible assets against which funds will be advanced, and perhaps the 
immediate parent and its direct and indirect subsidiaries, both for purposes 
of crafting a borrowing base and for reporting purposes related to collateral 
and financial matters. Therefore, it is often necessary to assess the ability and 
willingness of the company to “back-out” of its consolidated financial reporting, 
a specified subset of its affiliated companies — again, this is a gating item to be 
explored and addressed in the term sheet stage of negotiations. 

Affiliates and Affiliate Transactions
ABL lenders are generally wary of transactions between and among affiliates, 
particularly when evaluating eligible assets for borrowing base purposes. But 
even when affiliate receivables, for example, are excluded from eligibility, the 
extensive network of affiliated entities common among large, publicly-traded 
companies presents its own considerations. 

Transactions conducted on an arm’s-length basis are generally permitted 
without limitation; almost inevitably there will be “favorable” transactions 
within the group that do not meet this standard. It remains important to 
consider which entities benefit from the transactions not conducted on an 
arm’s-length basis; specifically, if these transactions are accretive to the obligor 
group or if they constitute a leakage of value, liquidity or both. Inevitably, a 
borrower and its counsel will request the flexibility to continue transactions 
with affiliates consistent with past practice, whether or not on an arm’s-length 
basis. This issue will require financial and legal due diligence to evaluate and 
navigate the attendant risks.

When the affiliates in question are foreign entities, lenders throughout the 
syndicate will need to comply with all know-your-customer, beneficial owner-
ship and sanctioned entity issues and inquiries, as demanded by applicable laws 
and regulation and administered by each of their respective law departments.

Compliance and related formalities are generally non-negotiable and involve 
lead time that may vary significantly from institution to institution. These “top 
of the list” gating items should be addressed as early as possible in the docu-
mentation and negotiation process.

Foreign affiliates necessitate consideration of §956 of the Internal Revenue 
Code. The issue concerns availability of credit support in the form of guaran-
tees, secured or otherwise, from controlled foreign corporations without incur-
ring a taxable deemed dividend that might be materially detrimental to the 
consolidated group. The 2017 Tax Act, which was anticipated to potentially 
eliminate the deemed dividend problem, not only retained §956, but compli-
cated the analysis of the deemed dividend issue — a matter beyond the scope 
of this article.

Documentation Precedent
Virtually every large credit facility includes a document precedent battle in 
the term sheet stage. The parties routinely quibble over which existing credit 
agreement should serve as the basis for documentation of their facility. Where 
large publicly-traded borrowers are involved, virtually every credit facility with 
a similar borrower and/or a borrower in the same industry ever filed with the 
SEC will be available to the public for review and comparison. 

Despite the theoretical ability to redact provisions of the key documents, 
the broad syndication and dissemination of details surrounding these facili-
ties means they are rarely redacted in any respect. Some borrowers’ counsel 
will shop extensively for the most aggressive forms of agreement, often cherry 
picking among provisions in several distinct agreements in an effort to achieve 
virtual MFN (most favored nation) treatment on a point by point basis. Despite 
market pressures, experienced lender counsel will not lose sight of the fact that 
each borrower is unique — in terms of its size, market share, financial condi-
tion, assets, contractual relationships, prospects, risks and the relationship it 
represents for the agent and the other institutions. 

Collapsed Borrowing Base; Bankruptcy Concerns
Even those in the ABL industry who were educated with the “lend to the assets” 
principle have learned to live with an environment where it is rare to see each 

One of the most heavily negotiated areas of credit 
agreements with large public borrowers involves the 
laundry list of exceptions to the negative covenants.
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FINALcut

Fagnani worked for Congress Financial and its successor companies, 
First Union Business Credit, Wachovia Capital Finance and Wells Fargo 
Foothill (now known as Wells Fargo Capital Finance), for more than 30 
years. He also helped to establish HVB Capital, a subsidiary of Hudson 
Valley Bank, and EverBank Business Credit, where he launched the firm’s 
Healthcare ABL practice. abfj

B ank Leumi USA hired Mark Fagnani to head its new Asset-
Based Lending business, which will be based in its New York 
headquarters. Fagnani will be responsible for leading the 

establishment and growth of this critical business, including building a 
successful team that will have national client coverage.

DATELINE: 07.17.18

BANK LEUMI HIRES FAGNANI TO HEAD 
NEW ABL DIVISION
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MidCap Financial, in alliance with Apollo Capital Management, L.P., provides debt solutions 
to middle-market companies. When its management joined with equity sponsors to establish 
the company in 2008, they called on the experience and syndication capabilities of our 
Lender Finance team to support their new venture. We also arranged additional fi nancing for 
MidCap’s expansion.

When you set goals for where you want to take your business, we want to help you get 
there. Learn how we can work together to move your business forward at 
wellsfargocapitalfi nance.com/midcap. 

They executed our deal with the kind of precision 
we need in the middle-market lending space.
Howard Widra, Partner, Apollo Capital Management, L.P., 
and David Moore, Chief Financial O�  cer, MidCap Financial
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