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Process

Implementation

Case Study

foycamnes

Typical Distress Phase

POINTS WHERE SUPPORT OR INTERVENTION MAY BE APPOINTED

(EARLIEST INTERVENTION INCREASES SURVIVAL POTENTIAL)

INTERNAL &
EXTERNAL
AWARENESS

CASH FLOW &

PROFIT CRISIS

* CREDITORS

* FINANCIERS
+ EMPLOYEES
* CUSTOMERS

*+ SLOW EROSION
* INTERNAL EVENT
* EXTERNAL EVENT

REALISATION
HELP REQUIRED

STAKEHOLDER(S)
USUALLY APPLY
PRESSURE OR
INFLUENCE
TO TAKE ACTION

VOLUNTARY
ADMINISTRATION

INTERNAL OR
EXTERNALLY
APPOINTED
(New Safe Harbour
Legislation)

LIQUIDATION

VALUE,
CREDIBILITY,
WEALTH &
RELATIONSHIP
DESTRUCTION

“We cannot solve our problems with the same level of thinking that created them”.

Albert Einstein

Stakeholder management and engagement is a key issue in turnarounds.
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Process

s Sty Stakeholder Mindset — Where are they Emotionally?

Key Learnings

. State of Mind Accepting Help

Denial Defensive No - Not ready
2 Anger Blame everyone but me Not ready
3 Bargaining Cut any deal - desperate Willing & vulnerable
4 Depression Sad & regret - awareness Willing & not engaged
5 Acceptance Detached - lets move on Willing & engaged

State of Mind and General Wellbeing influences:
» Self Awareness

* Energy Level

« Comprehension and Engagement

» Decision Making Capability

« Commitment

FEAR & UNCERTAINTY OFTEN DRIVES BEHAVIOR & INACTION
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Process

Implementation

Case Study General Turnaround Timeline

PROCESS

1. Access Viability

2 - 4 Weeks

ACTION

Business Assessment
Financial Reviews
Review History

2. Stabilise

2 - 13 weeks

Contain Cash Loss
Inject Cash
Stakeholder Management

2 - 13 weeks

3. Develop Strategy & Options Stakeholder Management

Option Identification
Test Option Support

4. Implementation - Strategic & Operational

1-12 months

5. Monitoring & Control

1-12 Months
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Process

Implementation

Case Stucy Implementation Stages

Key Learnings

GENERAL TURNAROUND / CHANGE PROCESS

)

CRISIS NEW STAKEHOLDER STRATEGIC ORGANISATIONAL
STABILISATION LEADERSHIP FOCUS FOCUS CHANGE

CRITICAL
PROCESS FINANCIAL
IMPROVEMENTS RESTRUCTURING

® ;M;AR:I‘(’EE.:?ISQLES o REFINANCING

e TAKING o CHANGE OR o COMMUNICATION o REDEFINE CORE e STRUCTURAL
CONTROL REFOCUS OF WITH ALL KEY BUSINESS CHANGES
CEO STAKEHOLDERS
o CASH o DIVESTMENT & ] 2::;:2;'—5
MANAGEMENT o CHANGE OF ASSET REDUCTION
> OTHER SENIOR —>> —_—— >
® ASSET MANAGEMENT o PRODUCT-MARKET o IMPROVED
REDUCTION REFOCUSING COMMUNICATIONS
o UPGRADE
o SHORT TERM EXISTING e DOWNSIZING o BUILDING
FINANCING MANAGEMENT COMMITMENT &
SKILLS o OUTSOURCING CAPABILITIES
o FIRST STEP
cosT o INVESTMENT o NEW TERMS &
REDUCTION CONDITIONS OF
EMPLOYMENT

Y

o ASSET
o COST REDUCTION T
© QUALITY N
>— ¢ EQUITY
IMPROVEMENTS e
N EROUED MERGER, SALE
RESPONSIVENESS
o IMPROVED
INFORMATION &
CONTROL
SYSTEMS

Ref: Leading Corporate Turnaround (modified)

INITIAL OBJECTIVES:

 Slow cash burn - reduce costs - buy time
Manage and engage critical stakeholders
Top up transitional skills required

Manage stress, emotions, expectations
Identify sustainable core BU business going forward
Develop and test options / scenarios / support

Project manage team - align priorities - PARETO
Support and educate the Board and Management

REF: JOHN P KOTTER - LEADING CHANGE

SET THE STAGE
+ Create Sense of Urgency
* Form a Guiding Team

DECIDE WHAT TO DO
+ Develop Change Vision & Strategy

MAKE IT HAPPEN

» Communicate Understanding & Buy-in
* Empower Others to Act

* Produce Short Term Wins

MAKE IT STICK
+ Keep Going
* Create a New Culture
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Process

Implementation

Case Study Review Key Functions & Processes
Key Learnin :

P&L, Balance Sheet * Pricing & Margins
Cash Flow & Liquidity » Customer Mix
Debt Level * Product Mix

Loans & Leases + Sales Capability

Reporting & KPI's  Service Response
* Quote / Order Process

* Suppliers
* Supply Chain
e Freight J

ARJ

\
, Services Operations
* Admin
+ Management + Capacity & Utilisation
< IT * DIFOT / Quality
* HR / WHSE « Staffing / Skill Base
« ERP/MRP /BOM’s * Wastes/ Errors
* Pre-production  Flow
* Maintenance / Engineering * Inventory / Warehouses
\-Job Costing * P&E )
< Value Chain >
Customer Planning & Sourcing, Receipt, Service & Invoicing &
Enaui Sales / Scope | Coordination, Costing & Stock, Product Post-Sales
quiry Master Data Pricing Manufacture Supply Support
Impact of poor data or decisions and COPQ recovery increases along Value Chain >
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Process

Implementation

Case Study

Key Learnings

1 AUG 2017

N Financial & Cash Management Assessment & Options

BALANCE SHEET

ASSETS
Current Assets

Accounts Receivables .(

Expedite Cash owing

Cash

Inventory

Other .\
Pre-paid expenses

Short Term Investments
Total Current Assets

FIXED ASSETS
Long Term Investments ./
Property
Plant & Equipment

Motor Vehicles
Other

Total Fixed Assets ./
OTHER ASSETS
Deferred Income Tax./
Goodwill
Intangible Assets

Other
Total Other Assets

TOTAL ASSETS

LIABILITIES & EQUITY
Current Liabilities

Accounts Payable ./

Accrued Wages
GST Liability Accrued @——w |
Income Tax Payable
Lease Payments
PAYG Tax
Short Term Debt
Unearned Income
Total Current Liabilities

Long Term Liabilities
Deferred Income Tax
Long Term Debt

Long Term Leases /

Total Long Term Liabilities
EQUITY ./
Investment Capital

Retained Earnings
Total Equity

TOTAL LIABILITIES & EQUITY

Implement Debtor Finance

Reduce Inventory, return
surplus inventory

Sell surplus or under-utilised
assets

Secure funding on under-geared
assets

Expedite R&D Grant payments

Prioritise & slow payments

Negotiate with ATO for BAS
payment plan

\/

Restructure debt / leases or
slow down payments

Seek Equity injection

PROFIT & LOSS

REVENUE

Product Revenue
Senice Revenue
Total Revenue

o—
CoGSs

Consumables

Direct Labour & On-Costs
Freight In
Materials
Total COGS
Contribution Margin
OPERATIONS OVERHEADS

Electricity
Equipment Costs

Promote profitable
products

Stop / slow sale of poor
margin products

Reduce labour costs

Verify & reduce materials
/ freight costs

Factory Leases o—
In-Direct Labour & On-Costs
Site Costs
Vehicle Costs
Total Operations Overheads

GROSS PROFIT

NON-OPERATIONS OVERHEADS

Reduce labour costs or
redirect resources

Expenses:
Administration
Depreciation
Distrbution
Finance .\
Insurances
IT
Leases
Management
Property Costs

Review & Reduce costs

Check freight charges

R&D @
Sales
Superannuation
Vehicles
Warranty

Total Expenses

NET PROFIT

Stop / slow development
costs
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Process

Implementation

Gase Swdy Turnaround Implementation - example

Key Learnings

BACKGROUND
ACTION PLANS: PHASE 1
« ASX Division, M&A of 9 Sites, 5 BU'S, $110M, $10M Loss, 450 staff
PRINCIPLES & PROCESS = eenp—

&
i
f

i

Lead & support the Leaders - leverage N ‘ - =

Focus the Team on “The Plan”

Focus on root causes, not effects (learn to solve problems)

Phase 1: Resolve problems common to all sites (standardise) e == s

Phase 2: Resolve problems unique to each site = = ==

Phase 3: Position for Sale (Corporate objective) == e

Challenge poor processes - confront issues - get early wins ——=1 -

|
I
]
i

|
rﬁ
i

Proactive communication & transparent, demonstrate values S

Train & support — share knowledge & learn from mistakes

i

!.

FOCUS -5 POINT PLAN —=
() @ ————
o o ==
1. Product Range is : * L "' 4 S e
being rationalised 4. Quality Control k 17 ‘ = .
improvement \ o i —
actions are being = sz e e
2. Product Costing & Main 5 Point implemented \ // % / o e —— TR
Pricing Models are \ e =
: Turnaround ‘ / \‘. == =
being overhauled Plan Phase 1 5. Management e ——
and Overhead == | |==5 i
3. Opportunities to strutl:’tures are FOCUS R e
amalgamate or close eing ==
sites are being streamlined THE TEAM —
IRvessigated 5 Point Plan > Product > Process > Task

1 AUG 2017 AIEA - Business Turnarounds - Blueprint Business Solutions - Keith Bailey © 2017 8



Process

Implementation

Case Study

Key Learnings

Key Learnings

FOR INTERIMS

FOR CLIENT

 Use KPI dashboards .
Do investment cash flow models .
« Act on warning signals .

Boards to engage in difficult discussions

Act early .
Seek external independent help .
Be honest .
Learn from the past .

Don’t backslide

Accept monitoring after handback

1 AUG 2017

Develop trust, rapport & empathy
Ask Questions

Be clear on Scope & Objectives
Get buy in

Assert Leadership

Do not prejudge solutions
Leverage from stakeholders
Do holistic review

Develop and test options
Expect unexpected

Prioritise Gains - Pareto - Ease V Impact
Maintain Independence
Communicate the Plan - simple, visual, often
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