
FINANCIER
WORLDWIDEcorporatefinanceintelligence

www.financierworldwide.com  |  Global Restructuring & Insolvency RevGlobal Restructuring & Insolvency RevGlobal Restructuring & Insolvency iew 2005iew 2005iew   FW  |  REPRINT

The Mississippi Chemical Chapter 11 case: 
demonstrating the value of the 
US Bankruptcy Code

Mississippi Chemical Corporationʼs Plan of Reorganization went ef-
fective on 21 December 2004, in a bankruptcy court in Jackson, 

MS. Unexpectedly strong recoveries were created as management, re-
structuring professionals, and money interests came together, kept com-
munication channels open and persisted in the face of apparently intrac-
table problems. The case, with all its twists and turns, serves as a useful 
example of the US Bankruptcy Codeʼs approach to rehabilitation, and the 
functioning of the process itself.

Mississippi Chemical, a producer of nitrogen based fertilizer products, 
was founded as a cooperative in 1948. From its home in the Mississippi 
Delta, it remained a path-breaker for decades. It grew to over $500m in 
sales, was listed on the New York Stock Exchange in 1996 and issued 
$200m of senior unsecured debt as well as municipal bonds. By 1999, 
however, the prolonged downturn in the US agricultural market combined 
with escalating prices of raw materials conspired to weaken demand for 
its products and the company reported its fi rst loss. 

Despite aggressive steps to cut operating costs, diffi culties mounted, and 
in order to renew its $160m revolving credit facility due in November 
2002, the company was required to guarantee the debt with its owner-
ship interest in a Trinidad-based joint venture, the most valuable asset the 
company possessed.

Through early 2003, Mississippi Chemicalʼs situation continued to 
spiral downward, as industry problems remained fi erce and natural-gas 
prices stayed high. Convinced no better options existed and facing liquid-
ity challenges, the company fi led for bankruptcy protection on 15 May 
2003. That day, the 7.25 percent senior notes closed below ten cents. The 
bank group was exhausted and eager for exit and the creditors were fac-
ing signifi cant, perhaps total, losses. Management, with little bankruptcy 
experience, was eager to do the right thing, if only it could fi gure out what 
that was. The end result for all of them looked bleak. 

An unsecured creditors committee (the “committee”) was promptly 
formed. The committee was worried about the banks  ̓desire to claim their 

collateral and exit rapidly, forcing, in effect, a liquidation. Reluctant to 
try to force a change in management, the committee nonetheless wanted 
to give them the tools and experience needed to empower them to fi ght 
for the best solution for the whole and called for the appointment of a 
restructuring adviser.

All parties were grappling with how to accommodate the banks, secure 
liquidity, and preserve a future. The situation was tense as the court consid-
ered debtor-in-possession fi nancing. In exchange for a highly conditional 
facility that would provide $7m and be increased possibly to $30m, the 
banks required an immediate sale of suffi cient assets, including the prized 
Trinidad interest, to generate $105m to pay down bank debt.

Without any other options, it seemed inevitable that the DIP would be 
approved, but when the judge announced his ruling, the DIP was denied. 
The judge set a new timetable, and no other fi nancing source materialised. 
The bank groupʼs revised DIP facility once again proved to be the only 
option available. It still required the two so-called liquidity events, on a 
somewhat improved timetable. This time the judge approved it, and the 
company moved rapidly to sell the designated assets. 

In this case, however, nothing was ever as simple and straightforward 
as it seemed. The Trinidad plant was lucrative, but joint venture partner 
Koch Industries had a right of fi rst refusal that dampened the potential 
price, and the cash fl ow from the asset was locked into a fi nancing struc-
ture that precluded access to the cash absent the agreement of both JV 
parties. During an October hearing, the judge approved Kochʼs nearly in-
evitable selection as stalking horse bidder; with a dismal outcome likely, 
the bonds continued to trade below ten cents.

The other assets were sold, which provided a small but helpful cash in-
fusion, and the Yazoo City production plant, shuttered during the summer, 
was successfully reopened even before the DIP fi nancing was approved, 
a gamble on its market dominant position and the need to preserve it. In 
the meantime, the committee sought alternatives to Koch, and quickly 
captured the interest of Delaware Street Capital, a New York based hedge 8
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fund. The committee worked to help Delaware Street develop an offer to 
compete with Koch, despite long odds.

On rereading the amended DIP fi nancing agreement, however, the defi -
nition of the Liquidity Event required by the banks had changed to include 
the term ʻrefi nancing,  ̓in addition to a ʻsale  ̓or ʻdisposition.  ̓Under this 
revised scenario, perhaps Delaware Street could come up with a refi nanc-
ing offer for the amount required by the banks in time to prevent the sale 
of the Trinidad asset to Koch.

Suspending disbelief, the company agreed to work with Delaware Street, 
who moved rapidly to, by early December, offer Mississippi Chemical 
$80m to pay the bank group the amount expected from the sale to Koch. 
The bank group refused, not convinced of Delawareʼs ability to close. 
Undaunted by the bankʼs refusal and the courtʼs unwillingness to order 
payment of the fees already incurred, Delaware Street determined that it 
would need to take the bank group out in full and solicited the participa-
tion of DDJ and Silver Point in the facility. At this time, the companyʼs 
bonds were hovering between ten and twenty cents on the dollar.  

Courtroom developments again proved unexpected as the company 
sought approval of the sale of the Trinidad asset to Koch. When the 
judge heard that there was also a fi nancing motion to be heard on the 
same asset, he wisely recessed for Christmas lunch. Round-the-clock 
negotiations followed as Delaware and partners worked to fi nd a way to 
pay off the DIP, while also providing a supplemental loan to the com-
pany that would pay off the companyʼs other bank indebtedness.

Though the Koch team came back to the court room prepared to write a 
cheque, Mississippi Chemical, its bank group, Delaware Street and DDJ, 
signed a 12-page agreement and asked the court to approve a revised fi -
nancing motion. Though surprised, the judge agreed.

Now, with the banks repaid, the value of the company was unlocked, 
and an orderly liquidation avoided. Bond prices rose steadily from this 
point onward. During the months that followed, the retention of the 
Trinidad asset, as well as an early-stage industry recovery, created new 
options for Mississippi Chemical, as it progressed through its opera-
tional and fi nancial turnaround. 

Ironically, though Delaware Street did propose a plan of reorganisation 
which was fi led, the hedge fundʼs decisive actions in providing critical 
fi nancing had driven values up substantially. Ultimately, the company 
supported an exit strategy based upon a sale to Iowa-based Terra Indus-
tries Inc, fi nanced largely by two of the existing bondholders, Citigroup 
and Perry Capital. They repaid the Delaware/DDJ loan and provided 
yet a third DIP fi nancing facility, where none had been available at the 
outset. The company also convinced them to provide stand alone exit 
fi nancing even if the Terra deal failed to close. 

Ultimately, the plan confi rmed had three sub-plans in it, and two alter-
native treatments for two of the sub-plans. It was unusual, from a legal 
standpoint, but the judge and the parties understood the value of the intri-
cate contingency planning involved.

In the end, the bank group was able to exit almost a year before plan 
confi rmation, having received one hundred cents on the dollar, with inter-
est. Delaware Street received a return of about 18 percent on its loan.

The Terra purchase, which closed in December 2004, was valued at 
about $350m, whereas early on $200m looked doubtful. The commit-
teeʼs constituents received approximately 80 cents – more than ten times 
the trading value at fi ling – and interests in the assets Terra did not pur-
chase. Many Mississippi Chemical jobs were retained, and the US and 
Trinidad plants are open for business. The companyʼs shareholders even 
received a return, in Terra stock.

Looking back on lessons learned, the former Chairman of Mississippi 
Chemical listed the following: 
•   Parties who appear to be opposed are not truly enemies; 
•   Itʼs essential for corporate leaders to remain open-minded, in the face of 

fear and defensiveness;
•   Decisions must be made freely, with a focus on achieving whichever 

end provides the greatest benefi t to all;
•   The most effective leaders are willing to acknowledge mistakes or 

wrong turns and to adjust their strategies accordingly
•   Situations like these must be approached with humility and the recogni-

tion that, just as the company was not built by one person, it cannot be 
restructured by any one person.

In this case, the restructuring team was able to overcome a situation that 
at fi rst seemed hopeless and highly polarised. The outcome highlighted 
the best of the US bankruptcy process: all parties at the table were given a 
voice and decisions were made for the benefi t of the whole.
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