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CASE STUDY
LONG TIME MARINE DEALER IN FINANCIAL DISTRESS

Legal Notice: The underlying facts and circumstances set forth in this case study are based on actual events and experiences. The entities (apart from TKG then doing business as Kaufman Trading & Acquisition Co. Inc. –
KTA) have been intentionally not disclosed to protect their privacy. Facts in-material to the substance and purpose of the case study have been changed, not only to provide further protection to the participants, but also to
include a variety of underlying cases with similar situations.

MARI N E CASE S TUDY SER I ES
With the global economy in financial crisis, manufacturers, dealers and their lenders
are struggling to survive. This study involves a long time boat dealer and broker,
failing because of poor market conditions, lack of capital, and bad business practices.
TKG was retained by the manufacturer to reverse a tragic downhill spiral threatening
the dealer, and as a result, the manufacturer, floor plan provider, suppliers,
customers, and other stakeholders.

BACKGROUND
The dealer sold several new boats without paying off his floor plan lien, creating an
$8 million plus SOT condition. The lender would cut off the floor plan line and take
possession of the inventory immediately unless the dealer agreed to a number of
conditions (interest current, other payments, no SOT, higher management/financial
consultant) and the manufacturer agreed to guarantee the dealer’s line. The dealer
agreed to the lender’s conditions and the manufacturer committed to a new boat
line, assigned to the dealer. The management consultant worked at the dealership,
primarily reviewing the books and accounts and advising the dealer that it needed
more money. The dealer continued in business, sold many boats – but under
pressure for less than market value – and paid the lender back substantial amounts
of money.

ONE YEAR LATER
The dealer was robbing Peter to pay Paul: using customer deposits before closing the
transaction, holding off suppliers, his landlord, other creditors, struggling to cover
checks, overstating value on brokerage boats being floored, underselling new boats,

IMEDIATE PROBLEM
Over 18 customers had ordered boats from the manufacturer, many having been
delivered to the dealer for after-market installations, all of whom were entitled
upon paying any balance owed from them at closing to good title. The dealer,
however, having utilized deposits and proceeds from trade-in sales, owing money
to suppliers, interest and other sums to the manufacturer, and floor plan payoffs
to the lender, was not in a position to deliver good title.

THE KAUFMAN GROUP’S (TKG) INVOLVEMENT
The problem presented a host of legal, business and practical dilemmas for the
dealer, manufacturer, lender and other stakeholders. The manufacturer reached
out to TKG, a strategic consulting firm it had worked with in the past, to handle
the situation. TKG met with the dealer, manufacturer, lender, and other
stakeholders, explained its approach and process, obtained required consents,
and – with the dealer’s and lender’s enthusiastic support – began.

TRIAGE – SETTING PRIORITIES
TKG considered having the customer receive good title a top priority, as did the
manufacturer and the lender, to their credit. The question was how to do it. Each

TKG met with the dealer, manufacturer, lender, and other stakeholders, explained its
approach and process, obtained required consents, and – with the dealer’s and lender’s
enthusiastic support – began.
occasionally going out of trust, and selling used boats traded in on new boats and
using the proceeds for the business without holding them to apply as a credit to the
purchase of the customer’s new boat – all under the eye of his management
consultant. He finally decided he could not go on any further.

piece of financial information was subject to intense scrutiny and analysis. The
details of each customer’s order and each step to closing was analyzed, including
dealer’s cost, retail purchase price, any trade in, all before and after market
options, floor plan and financing cost, interest, and all other details pertinent to
determining the income, expense, and profit or loss to be incurred in each case.

GETTING THE RIGHT INFORMATION (& THE INFOMATION RIGHT)
The ﬁrst step was a comprehensive on-site review of the dealership, its
management, marketing and sales component, books and records, inventories, and
potential, completed and pending sales and transactions, to determine the dealer’s
real ﬁnancial condition and capacity to survive. Reports on hand were examined.
TKG demanded daily snapshots of actual cash position, and precise accounting of all

RESULTS DRIVEN FIRM
NEGOTIATION & MEDIATION
Through credible information, experience and expertise, TKG was able to eﬀectively
negotiate with the manufacturer, the primary secured lender, key suppliers, and the

Through more accurate information, veriﬁcation, reporting, negotiation and mediation, and the good
oﬃces of the manufacturer with remarkable good faith and cooperation from the lender, the short-fall
number originally estimated at $2,680,000 was ultimately reduced to $0.
inventory and transactions. Priorities were established and clearly communicated,
beginning with the development of: (1) accurate ﬁnancial information; (2) controls to
prevent further SOT; (3) independent escrow accounts for customer deposits and
proceeds from customers’ trade in sales; (4) critical reporting systems to convey
timely and accurate operational information to the dealer, the manufacturer, and
the lender; (5) improved accounting systems; and (6) improved internal customer
order tracking systems from point of order to point of customer delivery.

REVIEW & ASSESSMENT METHODOLOGY
TKG created a comprehensive customer-speciﬁc, transactional tracking analysis. The
analysis, presented in spreadsheet form, reﬂected each customer’s new boat bottom
line as a surplus, break even or short fall amount. In the aggregate, if the short falls
exceeded the surpluses (which they did) a total “short fall” number was indicated,
representing the amount the manufacturer would have to contribute and
quantifying the extent of the ﬁnancial distress the dealership’s pending sales were
creating.
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dealer, and mediate where required for prompt resolution. The process yielded
increasing credibility and reduction of the short fall numbers.

RESULTS
Through more accurate information, veriﬁcation, reporting, negotiation and mediation,
and the good oﬃces of the manufacturer with remarkable good faith and cooperation
from the lender, the short-fall number originally estimated at $2,680,000 was
ultimately reduced to $0, with a full indemnity agreement from the dealer and dealership to the manufacturer, as well as the confession of judgment the lender had obtained
of all sums due by the dealer and dealership to the lender. All 18 customers received
delivery, possession and good title to their vessels, no criminal actions were brought,
and there were no detrimental stories in the press. TKG continued to closely monitor
the business, which remained under-capitalized, while exploring potential buyers.
Options were evaluated, including corporate and sale restructuring so that potential
buyers would assume only the ﬂoor plan obligations and those of key suppliers. Three
prospective buyers were identiﬁed and pursued, and through due diligence and negotiation, each was carefully evaluated. In the end, however, sale to any of them was
determined to be inconsistent with the strategic interests of the dealership, the manufacturer or the lender. The dealer was ultimately replaced by another dealer of the
manufacturer, and the dealer’s inventory was successfully transferred to that dealer,
again with the extraordinary cooperation and support of the lender. The dealer and
dealership, continued the business practices and controls instituted by TKG, never ﬁled
for bankruptcy protection, increased its brokerage boat business, developed new lines
and remains in business today. In fact, he has grown his business dramatically, and
today brokers megayachts throughout the world.

