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The topic of financial restructuring has attracted more interest 
from academic scholars that have provided numerous 
interpretations. The economic stages during the life of 
a company can be characterized by the crisis and uncertainty 
of future perspective, to the detriment of the ability to operate 
successfully in the chosen competitive environment 
(Dallocchio et al., 2013). The financial restructuring process 
implies a change of financial or economic company’s structure 
to eliminate all the financial crises. Often economic crises lead 
to also an organizational restructuring aimed at saving 
the capacity of creating value. Following the sub-prime loan 
crisis, regulators and operators have started to devote more 
attention to the financial restructuring process, especially in 
the banking industry.  

This research field appears extremely interesting and 
the book offers an original approach to financial restructuring 
management and turnaround process (Opler & Titman, 1994; 
Routledge & Gadenne, 2000; Fabozzi & Drake, 2008; 
Chiaramonte & Casu, 2017; Habib, Costa, Huang, Bhuiyan, & 
Sun, 2020). Specifically, it provides a careful analysis of key 
effects related to the financial structure and financial distress, 
profiles of innovation in financial debt, the financial 
restructuring process and successful implementation. It is 
useful to identify and analyze in detail signals of financial 
distress, processes and early warning tools for corporate 
failures.  

The book is organized into four chapters.  
Chapter 1 offers an overview of the concepts of 

shareholder equity and financial debt, the costs of corporate 
capital and financial distress. The distinction between equity, 
debt and hybrid instruments lies in the nature of the claims on 
the firm’s cash flows (Damodaran, 2001). Equity is represented 
by all the shares of the risk capital of a company and equity 
investment is direct participation in the business risk (Brealey, 
Myers, & Allen, 2018; Annibaletti, 2014). Debt is another form of 
financing made available to the company by third parties that 
provide money in the form of credit (Ranciaro, 2015). Hybrid 
financial instruments share some characteristics of debt and 
some of equity (Forestieri & Tasca, 1994). Debt financing has 
a very important advantage in the fiscal policy of corporations 
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because interests paid to bondholders are exempt from 
corporate taxation (Damodaran, 2014). Many models have been 
developed to identify the specific benefits and costs of using 
debt and equity such as the capital asset pricing model and 
the trade-off theory by Modigliani-Miller (Modigliani & Miller, 
1958; Hull, 2012; Brealey et al., 2018). In accordance with 
the benefits of debt and the cost of distress, the optimal capital 
structure should be reformulated following the trade-off theory, 
indeed if the distress costs are significant the optimal leverage 
for a company may be lower (Harris & Raviv, 1991; Graham & 
Harvey, 2001; Sherif, 2006; Altman, Hotchkiss, & Wang, 2019). 

Chapter 2 analyzes the new standard of financial 
documentation and market practice in the loan market, 
the financial covenants and the indicators for the detection of 
financial distress in the economic context. The Loan Market 
Association together with the Association of Corporate 
Treasures developed a recommended form of syndicated facility 
agreements aimed to facilitate the negotiation of loan 
documentation to benefit primary and secondary loan markets 
(Loan Market Association, 2013; Gadanecz, 2004). The authors 
also analyze the financial covenants that have an important 
early warning tool and maintain a line of communication 
between the borrower and the lender (Freudenberg, 
Imbierowicz, Saunders, & Steffen, 2017). The implication of 
the covenants is to protect the lender against the borrower 
taking actions that could have an adverse impact or increase 
the risk for the lender (Corporate Financial Institute, n.d.). 
Covenants are tested on a periodical basis (Freudenberg et al., 
2017). Addressing asset quality issues is one of the key 
priorities for the European Central Bank (ECB) banking 
supervision. The deliberate and sustainable reduction of 
non-performing loans (NPLs) in banks’ balance sheets is 
beneficial to the economy from both a macroprudential and 
microprudential perspective (European Central Bank, 2017). 

The dynamics of both the financial restructuring process 
and the turnaround process are investigated in Chapter 3. 
A financial restructuring usually takes the form of rescheduling, 
compromise, conversion of debt to equity or a combination of 
all three. Restructuring should be distinguished from 
the turnaround process which is a more pervasive 
reorganization of both the debtor’s financial obligations and 
operational processes (Lenahan, 2005; Slatter, Lovett, & Barlow, 
2006; Agarwal, 2010; Dallocchio et al., 2013). The essential 
elements of a successful restructuring include the development 
of a financial and organizational strategy to address the causes 
of the corporate crisis. A sustainable restructuring can only be 
achieved if the elements giving rise to the crisis are resolved. 
Another aspect analyzed concerns the option between 
restructuring and liquidation which requires an in-depth 
analysis and which must be carried out in a short time in order 
not to allow a further aggravation of the state of corporate 
crisis. The authors examine the ingredients of a successful 
restructuring agreement and the conversion of a term sheet into 
a restructuring agreement. 

Finally, Chapter 4 examines the elements and phases 
of the restructuring process, thanks to exploration of the case 
of BTA Bank in Kazakhstan. BTA defaulted on its obligations in 
April 2009, resulting in the acceleration of debt held by 
international creditors as a consequence of bad management, 
pressure due to the growing number of NPL, including a breach 
of change of control covenants arising from SK’s investment in 
BTA. By June 2010, the final restructuring plan was presented to 
the broader creditor group and to the Financial Markets and 
Financial Organizations (FMSA) and received creditor approval 
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