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BANKRUPTCY CASE STUDY
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The FRISK® Score warned of FAT Brand’s bankruptcy risk. 

Score/Index
2025 2026

J F M A M J J A S O N D J

FRISK® Score 2 2 2 2 2 2 2 2 2 2 1 1 1

DBT Index 7 7 7 7 7 8 8 8 8 8 8 8 DBT

“Cloaking Effect” 

Days Beyond Terms (DBT), 
a measure of historical 

payment performance, is an 
ineffective indicator of financial 

stress for public companies.

Because publics often pay on time 
right up until bankruptcy. 

Crowdsourced
intelligence 

provided a critical 
high-risk warning

six months before the 
bankruptcy.

https://eng2e.seismic.com/i/4ERGPPSsYGVw6NLsEk8b47OfUowmWL7Ngdvsi5YQJU0QDKd8o0f3LUNxoocdre6NYPYcUVIZfKurweXjgQaE4nrDomSPvt4Tt1PWJKDiJHCdaPrfmrPLUSSIGNRim0H55aEZKuG
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Problem: FAT Brands filed bankruptcy on May 6, 2025. Its top 30 unsecured 
creditors were owed about $38 million in open accounts receivable! 

Consequence: Trade creditors are typically impleaded into the bankruptcy 
proceeding, where recoveries are less than 15% and may take years to obtain.

Solution: CreditRiskMonitor® identifies 
96%+ of public company bankruptcies at 
least 3 months before filing. 

Payment and financial-only risk models often 
don’t provide enough advanced warning. 

Trade creditors with average dollar exposure 
who mitigated risk received a 10x to 100x ROI 
on the CreditRiskMonitor® service after only one 
bankruptcy …
       a highly cost-effective insurance policy 

The CreditRiskMonitor® solution identified these 
key warning signs for subscribers:

96%-accurate 
FRISK® Score 
indicated FAT 
Brands’ high-risk 
for more than one 
year unlike 
payment-based 
scores.

Enhanced News 
Alerts reported 
deteriorating same 
store sales, 
steepening 
operating losses, 
and an accelerated 
default on 
securitization notes. 

Management 
Discussion & 
Analysis revealed 
a credit 
amendment 
shifting the call 
date by which it 
needed to repay 
or refinance, or 
otherwise accrue 
additional interest.

Financial 
ratios indicated 
stress, 
including 
relative to its 
industry peers.

HELPING TRADE CREDITORS



MONTHLY AVERAGE FRISK® SCORE
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Business Name
2025 2026

J F M A M J J A S O N D J

FAT Brands 2 2 2 2 2 2 2 1 1 1 1 1 1

CreditRiskMonitor.com’s FRISK® Score had been warning of financial stress at 
FAT Brands (OTC: FATAQ) for more than a year. The company ultimately filed for 
bankruptcy on January 26, 2026.

BANKRUPT!

A FRISK® Score of 5 or less indicates an above average risk of bankruptcy, an important warning 
sign for clients. Maximize your ROI by continuously monitoring such counterparties, begin considering 
mitigation strategies if they fall to a FRISK® 3, and start taking action at FRISK® 2.

Did You Know? Companies with a FRISK® 2 or less account for almost 70% of all bankruptcies.

FRISK® Score is 
96% accurate in 

predicting the risk 
of corporate failure 

over a 12-month 
horizon.

FRISK® Score
Probability of Bankruptcy 

within 12 Months
From To

10 0.00% 0.12%
9 0.12% 0.27%
8 0.27% 0.34%
7 0.34% 0.55%
6 0.55% 0.87%
5 0.87% 1.40%
4 1.40% 2.10%
3 2.10% 4.00%
2 4.00% 9.99%
1 9.99% 50.00%

FAT Brands’ FRISK® 
Score downgraded to a 
“1” due to crowdsourced 

intelligence, reflecting 
concern from subscribers.

UMB Bank provided an 
acceleration notice to FAT 

Brands related to its FB Resid 
Notes, following default event 

disclosed in November.

With the release of Q3 2025 
earnings, FAT Brands 

indicated it entered debt 
restructuring negotiations 

with noteholders.

FAT Brands entered into a 
credit amendment on its 

Fazoli’s securitization, which 
included relaxing its financial 

covenants – a red flag.

Q1 2025 earnings reported
a net sales decline of 6.5% 

and a 10.1% increase in 
G&A expenses, widening its 

steep operating losses.



 Bankruptcy Focused: our model is trained to predict bankruptcy, not default. This is 
important because only 1 in 5 defaulting public companies declare bankruptcy. FRISK® 
reduces false positives by focusing on bankruptcy

 Daily Updating from Stock Market Data & Crowdsourced Inputs: real-time insights, 
not stale data from outdated financial statements that look backward quarterly or annually. 
Incorporating market cap volatility captures the “wisdom of markets” every day.

 Crowdsourced Intelligence: insider sentiment based on the aggregate click patterns of 
our subscribers who are sophisticated credit professionals

THE FRISK® SCORE COMPONENTS
CreditRiskMonitor’s 96% accurate FRISK® Score uses four high-quality data components:

Our model’s competitive advantage lies in non-linear scaling for each data subcomponent and 
the combination of the above components to mitigate the individual shortcomings of each input

We are the only platform making use of the wisdom of the crowd which represents nearly 
40% of the Fortune 1000 plus thousands of corporations worldwide

Learn more about our approach: Crowdsourcing the Research of Credit Professionals

Why is aggregate 
insider sentiment 
important?

 It’s independently predictive of bankruptcy

 It’s asymmetric to other inputs since the actors involved have 
access to material, non-public information under their exemption 
from Regulation Fair Disclosure

 If credit professionals move in aggregate, and purposely decide to 
cut-off working capital to a specific counterparty, then this 
counterparty is more prone to bankruptcy

Real-time 
subscriber 

crowdsourced 
research 
patterns

A “Merton” type 
model using 
stock market 
capitalization 
and volatility
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Learn more about our approach: Crowdsourcing the Research of Credit Professionals

Financial ratios, 
including those 

used in the 
Altman Z”-Score 

Model

Agency
ratings

https://www.creditriskmonitor.com/sites/default/files/2024-10/Assessing_Public_Company_Financial_Risk_by_Crowdsourcing.pdf
https://www.creditriskmonitor.com/sites/default/files/2024-10/Assessing_Public_Company_Financial_Risk_by_Crowdsourcing.pdf
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The MD&A contains relevant and accurate statements about a company’s liquidity, 
capital resources, and other aspects of financial stability. 

Sarbanes-Oxley (SOX): it is illegal to falsify information, subjecting CEOs and 
CFOs to fines or imprisonment for noncompliance. 

Financial Accounting Standards Board (FASB): “MD&A should provide a 
balanced presentation that includes both positive and negative information 
about the topics discussed.”

Access our MD&A CHEAT SHEET to see how we can enhance your 
risk assessment process even further.

Liquidity is a measurement of our ability to meet potential cash requirements, including 
ongoing commitments to repay borrowings, fund business operations, acquisitions and 
expansion of franchised restaurant locations and for other general business purposes. Our 
primary sources of funds for liquidity during the thirteen weeks ended March 30, 2025 
consisted of cash on hand at the beginning of the period and net proceeds of $25.0 million 
from the sale of secured debt as discussed in Note 8 of the accompanying condensed 
consolidated financial statements.
We are involved in a world-wide expansion of franchise locations, which will require 
significant liquidity, primarily from our franchisees. If real estate locations of sufficient quality 
cannot be located and either leased or purchased, the timing of restaurant openings may be 
delayed. Additionally, if we or our franchisees cannot obtain capital sufficient to fund this 
expansion, the extent or timing of restaurant openings may be reduced or delayed.

FAT Brands indicated liquidity was 
primarily derived from cash and 

debt financing, which included credit 
amendment disclosures about 9 

months in advance of bankruptcy.

Use disclosures from the 
MD&A for valuable insights 

into bankruptcy timing of 
counterparties with a 

High Risk FRISK® Score.

DO NOT MISS THIS – MANAGEMENT 
DISCUSSION AND ANALYSIS (MD&A)

Credit professionals must monitor
these important red flags.



FRISK® DEEP DIVE
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Restaurants Industry 
(shown in grey)

FAT Brands’ FRISK® Score 
trended deep in the red zone

Per the FRISK® Score, this company has a 10-to-50 times greater risk of  
bankruptcy than the average public company.

The FRISK® Score relative to the broader Restaurant industry raised a red 
flag signaling heightened risk relative to peers. 

MAKING IMMEDIATE ATTENTION REQUIRED!

FRISK® Score Comparison

Subscribers should evaluate the company’s FRISK® Score of “1” relative to 
the average FRISK® Score of “6” for the broader industry. With much higher 
bankruptcy risk, further research and mitigation steps should be taken.



FRISK® STRESS INDEX
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FRISK® Stress Index shows the collective probability of failure in a group 
of companies (industry, country or portfolio) over the next 12 months. This 
index shows the trends in risk level across a group of companies. 

Levels near or above 1.5 are considered high risk (and levels of 3 or 4 for 
a smaller group of companies).

Average probability of failure for Eating and drinking places (SIC 58) has 
increased 78% since 2007. FAT Brands was among the weakest names in 

the industry as evidenced by its FRISK® Score of 1. 

Click to access the 
total composite of 

471 companies



PERFORMANCE RATIOS

SEQUENTIAL QUARTERLY RATIOS

What does this tell us?
 Significant operating 

losses and net losses 
due to poor top line and 
increased SG&A spend

 Persistently negative 
free cash flow

 Interest coverage ratio 
indicates an incapacity 
to service its interest 
payments

LEVERAGE RATIOS

What does this tell us?

 Its cumbersome debt 
load exceeded its total 
asset base

Negative tangible net 
worth reflected limited 
capability for any new 
collateralized borrowing

 Short-term debt 
increased due to a 
default event
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LIQUIDITY RATIOS

SEQUENTIAL QUARTERLY RATIOS

Working capital deficit 
steepened over time, 
while its liquidity ratios 
trended in the bottom 
quartile of industry peers

RATES OF RETURN

 Persistently negative 
returns on total and 
tangible assets

YEAR TO DATE STATEMENTS
CASH FLOWS

What does this tell us?

 Substantial net losses, 
negative operating 
cash flow, and lower 
investment capex

Debt issuance and 
dividend payments 
materially weakened its 
financial position

9

What does this tell us?
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About Our
Bankruptcy Case Study

CreditRiskMonitor is a financial risk analysis 
and news service that helps credit and 
supply chain professionals stay ahead of 
and manage risk quickly, accurately and 
cost effectively. 

Nearly 40% of the Fortune 1000, plus 
over a thousand other large corporations 
worldwide, rely on our coverage of 
30+ million public companies and 
private companies globally. 

ABOUT CREDITRISKMONITOR

CreditRiskMonitor Bankruptcy Case 
Studies provide post-filing analyses of 
public and private company bankruptcies. 
Our case studies educate subscribers 
about how they can use our proprietary 
solutions to avoid the disastrous impact 
from bankrupt creditors and suppliers.

About Our Company

Contact us at:

845.230.3000

creditriskmonitor.com/contact-us  

https://www.creditriskmonitor.com/contact-us?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+CONTAINER+STORE
https://www.creditriskmonitor.com/contact-us?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+CONTAINER+STORE
https://www.creditriskmonitor.com/contact-us?&utm_source=PDF&utm_medium=PDF&utm_content=HRR+BCS&utm_term=HRR+BCS&utm_campaign=BCS+CONTAINER+STORE
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