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Executive Summary

Megaprint International (MPI) entered a leadership transition as a financially fragile and operationally
inefficient large-format digital printing company. Within weeks of taking over as Managing Director, DRW
discovered recurring liquidity shortages, heavily utilized bank overdrafts, weak financial transparency,
severe machine downtime, high reject rates and an organization that had learned to compensate for
systemic problems through overtime and improvisation.

The turnaround was built in layers. First came liquidity visibility and working-capital discipline. Next
came operational recovery: professional maintenance, preventive servicing, employee engagement and
error-cost transparency. These measures raised the effectiveness of restored equipment from below 50%
toward approximately 80% and increased output by about 30% without additional manpower during the
initial recovery.

A strategic breakthrough followed when a Daimler-Chrysler global campaign was won using idle legacy
printers and obsolete plastic-foil inventory. The substantial seven-digit USD order, reportedly at a margin
close to 50%, generated working capital that helped move MPI from turnaround into expansion.

6% EBIT ~100% capacity increase

Achieved at the end of the documented turnaround while Plant 2 and two new state-of-the-art 5-meter-wide VUTEk
the company was still carrying significant expansion-period printing systems created a substantially larger operating
costs. platform.

~€1.0m banking headroom restored Rejects <2%

Two current accounts, each previously about €0.5m Reject rate fell from roughly 8% to 4% in Year 1 and below
overdrawn, were brought back to zero utilization. 2% in Year 2.

Self-funded growth 10-15% EBIT potential

The capacity expansion was financed through operating Management viewed this as the possible Years 3-4 range
cash flow rather than a new equity injection. after ramp-up costs normalized and new capacity

utilization increased.

The central message

The 6% EBIT was not the endpoint of the turnaround. It was the profitability achieved while MPI
simultaneously rebuilt financial resilience, funded a major growth platform and prepared the organization
for a larger earnings base.
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1. Introduction

This white paper examines the transformation of Megaprint International (MPI), a German large-format digital
printing company of approximately 100 employees. It focuses on the interaction between liquidity management,
operational excellence, leadership, commercial creativity and strategic reinvestment.

The case is particularly instructive because the turnaround did not end with cost cutting. Once stability
returned, management deliberately chose to reinvest the benefits of the recovery into a second operating
platform, modern printing technology, a proprietary production-control system and organizational capacity for
future growth.

White-paper perspective
A turnaround can look less profitable precisely because management is using the recovered cash and earnings

capacity to build the next stage of the enterprise. MPI illustrates why a single-year EBIT margin should be
interpreted together with cash generation, leverage, capacity investment and capability building.

2. Company Background: Megaprint International (MPI)

MPI operated in large-format digital printing, a deadline-sensitive media business in which campaigns often had
fixed installation dates. A nominal five-day production lead time could be compressed by one or two days when
customers delivered artwork late, leaving very little room for internal errors.

DRW entered MPI after previously leading a U.S. group company and brought an important relationship with
Daimler-Chrysler. He accepted the German Managing Director role believing the business was broadly viable.
The true extent of the financial and operational distress became visible only after he took responsibility.
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3. The Initial Situation

Liquidity gap

Cash was insufficient at times to meet salary and social-
security obligations.

Machine downtime

Poorly maintained printing units reportedly suffered
downtime of up to 50%.

Bank overdrafts

Two current accounts were each approximately €0.5m
overdrawn.

Weak controlling
MPI lacked reliable visibility into job-level profitability and
the cost of errors.

The company had repeatedly bridged short-term cash shortages by asking key customers to settle receivables
early. That tactic could solve an immediate problem, but it did not create a sustainable liquidity system. Both
bank accounts were already near their overdraft limits, leaving little financial room for shocks or capital

expenditure.

Operationally, the situation was equally serious. Maintenance had been deferred because liquidity was scarce.
Operators were not consistently trained for the high-tech equipment, rejects were high, rework consumed time
and materials, and overtime was used to compensate for systemic inefficiency.

4. Liquidity Stabilization and Financial Control

e Establish a transparent 0-30-60-90-120 day liquidity maturity / gap view.

e Improve receivables, payables and broader working-capital management.

e Extend liquidity awareness from accounting into sales management.

e Document management decisions and make liquidity a recurring management discipline.

The purpose was not merely to survive the next payroll date. It was to replace reactive cash management with
forward visibility and to create enough confidence to allocate scarce liquidity to the operational interventions

that could generate more cash.
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5. Finding the Real Problem: Operational Inefficiency

Root cause Observed condition Economic effect
. Machines poorly serviced; downtime Lost throughput, overtime and late-
Maintenance . .
up to 50% delivery risk
Training Operators insufficiently trained Rejects, rework and wasted material
o . - . Longer downtime and inconsistent
Motivation Demotivation and some negligence i
quality
. No robust order-level profitability Loss-making work could remain
Controlling . )
view hidden
. . Internal errors immediatel
Scheduling Customer artwork often arrived late Y

threatened deadlines

The production manager had understood many of these issues for years. The difference under the turnaround
was that operational problems were translated into financial consequences and linked directly to liquidity.
Maintenance was no longer treated as a discretionary expense; it was treated as an enabler of cash generation.

6. Turnaround Strategy and Implementation

Restore machine availability

The first available liquidity was directed toward professional servicing and overhaul of printing equipment.
Preventive maintenance became standard. On restored units, operational equipment effectiveness increased
from below 50% toward approximately 80%.

Re-engage the workforce

Turnaround awareness was built across production, sales, pre-print and the wider organization. Overtime was
paid, leadership became more visible and employees were asked to participate in making inefficiency
measurable rather than merely working around it.

Make error costs visible

Every department used an 'Error Cost Analysis' approach. Rejects, mistakes and inefficiencies were logged with
agreed cost impacts. The method emphasized type of error, root cause and departmental responsibility rather
than publicly naming individual employees.

Measured improvement

The reject rate fell from approximately 8% to 4% in Year 1 and below 2% in Year 2. Error costs were reduced
by about 50% in Year 2. The first-year opportunity cost of errors was estimated at roughly 3% of revenue in
foregone EBITDA.
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7. The Daimler-Chrysler Opportunity

Once the initial turnaround was working, MPI faced a new external challenge: aggressive price competition,
including lower-cost production from Poland. To compensate for declining prices per square meter, MPI needed
more volume. Yet the existing operation was already at its capacity ceiling.

A former DRW key account, Daimler-Chrysler, then planned a worldwide dealership campaign requiring large-
format prints and global logistics. With modern capacity fully utilized, DRW turned to three old, low-resolution
printers that had been sitting idle.

The requested Tyvek substrate could not be printed on those machines. DRW proposed a thin plastic foil that had
been sitting unused for roughly three years. The old solvent-based printers produced lower resolution than
requested but unusually vivid colors. The sample's visual impact persuaded the customer.

Commercial breakthrough
MPI secured a substantial seven-digit USD order at a reported margin close to 50%. The order generated
significant working capital and became a bridge from operational recovery to strategic expansion.

8. Building for the Future: Plant 2 and Capacity Expansion

Management chose not to maximize short-term reported earnings. Instead, operating cash flow was reinvested
into a growth platform designed to remove the capacity constraint and support future market-share gains.

e Production capacity was expanded by approximately 100%.

e A second operating platform, Plant 2, was established with a redesigned workflow.

e Two new state-of-the-art five-meter-wide VUTEk printing machines from the United States were added.

e The expansion was financed entirely through operating cash flow.

e A proprietary production planning, tracking and controlling system was developed, including barcode-based
order visibility.

e Dedicated IT expertise was added to build and support the new digital production infrastructure.

Plant 2 was intentionally not run at maximum theoretical labor efficiency during ramp-up. A degree of HR

redundancy was accepted so that employees could be trained, workflows stabilized and the organization

prepared for additional volume.
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9. Restoring Financial Flexibility

The balance-sheet and liquidity recovery was as important as the income-statement recovery. At the outset, MPI
had approximately €0.5 million of overdraft utilization on each of two current accounts - roughly €1.0 million of
short-term bank financing already consumed.

During the turnaround, DRW brought both overdraft balances down to zero. This recreated approximately €1.0
million of unused banking headroom. The facilities were again available as a liquidity buffer for difficult trading
periods, unexpected cash needs or selected CAPEX.

Start End

~€1.0m aggregate overdraft utilization across two banks. €0 overdraft utilization on both current accounts.

Headroom restored Strategic effect

~€1.0m of available bank capacity recreated. Greater resilience and optionality for shocks or future
investment.

A stronger interpretation of financial performance

MPI was not producing a 6% EBIT by consuming its remaining financial reserves. It achieved positive
operating profitability while self-funding expansion and simultaneously restoring short-term banking
capacity.

10. Why a 6% EBIT Was a Strong Result

Viewed without context, a 6% EBIT margin may appear modest. But Year 2 was not a steady-state year. It was
both a turnaround year and a major expansion year. The P&L absorbed costs associated with building Plant 2,
carrying deliberate staffing redundancy, developing new workflows, adding specialist IT capability and
selectively using external consultants to coach the team toward new technologies and ideas.

Year 2 cost Short-term effect Long-term purpose

Higher operating cost before full

Plant 2 ramp-up Create a scalable second platform

utilization
HR redundanc Labor cost ahead of immediate Training, resilience and growth
¥ demand readiness

IT specialist / system Specialist payroll and development Planning, tracking and controlling

cost capability

Tempora rofessional-services Accelerate technology and process
External consultants porary p . &y P

expense learning

Enable repeatable higher-volume

New workflows Learning-curve inefficiency .
production
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11. Organizational Development and Capability Building

The transformation extended beyond machinery. MPI needed an operating organization capable of running a
larger, more sophisticated production system. An experienced production manager was hired and a successor
was trained. The expanded operation ultimately required multiple professionals capable of running a two-shift
environment as output doubled.

The proprietary digital production system improved transparency by allowing orders to be tracked through the
workflow. This was not merely an IT project; it was part of the management-control architecture needed to run a
larger plant with higher volumes and lower tolerance for hidden errors.

Selective use of consultants also formed part of the capability-building model. Temporary external coaching was
used where it could accelerate exposure to new technologies, processes and ideas without permanently
increasing the fixed-cost base.

12. Results at a Glance

OEE: <50% — ~80% Output: +30% initially

Restored equipment became materially more productive Achieved without additional manpower during the first

and reliable. recovery phase.

Rejects: 8% — <2% Error costs: -50%

A major quality and cost improvement over two years. Year 2 error costs were roughly half the prior level.
Capacity: ~+100% EBIT: 6%

Plant 2 and new equipment removed the previous output Achieved despite significant growth-platform and ramp-up
ceiling. costs.

Bank overdrafts: ~€1m - €0 Future potential: 10-15% EBIT

Both current-account overdrafts were fully reduced. Management expectation for Years 3-4, subject to utilization

and execution.
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13. Lessons for Turnaround Leaders

Liquidity visibility comes first. A turnaround leader must know when obligations fall due and where cash gaps
can emerge.

Maintenance can be a cash-generation investment. When equipment reliability constrains throughput,
maintenance directly influences revenue and liquidity.

Translate operational waste into money. Error-cost visibility helped employees and managers understand the
economic consequence of rejects and rework.

Avoid a blame culture. MPI focused on root causes and departmental ownership rather than public
identification of individual culprits.

Use stranded assets creatively. Idle printers and obsolete material became the basis of a transformational
customer opportunity.

Do not optimize one year's P&L at the expense of the enterprise. The stronger strategic choice may be to
accept temporary cost in order to build future capacity and capability.

Measure financial recovery beyond EBIT. Restoring €1.0m of banking headroom materially improved
resilience even though it does not appear as EBIT.

14. Outlook: Potential for 10-15% EBIT

Management believed that the expanded platform had the potential to support EBIT in the approximately 10-
15% range in Years 3 and 4 once Plant 2 matured, new capacity utilization increased, temporary ramp-up
redundancy normalized and one-time capability-building costs were absorbed.

This range should be treated as forward-looking management potential rather than an achieved result. The
documented case ends as DRW hands back a doubled-size operation with a stable 6% EBIT margin and
materially restored financial flexibility.

The earnings logic

Year 2 built the denominator for future growth: more machines, more floor space, more organizational
capability and better control. Years 3 and 4 were expected to benefit from filling that platform with additional
revenue while a portion of expansion-period costs normalized.

15. Conclusion

MPI's transformation was not a conventional cost-cutting turnaround. It moved from liquidity stabilization to
operational recovery, from operational recovery to commercial breakthrough, and from commercial
breakthrough to a self-funded growth platform.

The headline 6% EBIT therefore understates the breadth of the achievement when read in isolation. At the same
time, MPI approximately doubled capacity, installed modern wide-format printing technology, created a second
operating platform, developed proprietary production-control capability, reduced reject and error costs, and
brought approximately €1.0 million of bank overdraft utilization back to zero.

The enduring lesson is that sustainable turnaround leadership is not only about making today's numbers look
better. It is about restoring the cash, systems, people, capacity and financial resilience required to make
tomorrow's numbers possible.
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