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Your vision. Our proven
capabilities.

Insolvencies can test the limits of any
organisation and hinder the ability of
management to identify opportunities during
what is usually a very stressful and complex
transition. KPMG professionals are forward-
looking specialists who combine innovative
services and deep sector knowledge with
the foresight that comes from experience
— helping you to stay in front of the issues
and make the right decisions based on your
specific needs.

ASSISUNG INSOvent
COmpdnies

Real results achieved by
integrated specialists.

Like any other business transaction,
insolvency presents both risks and
opportunities to realise value. Properly
designed and executed, an insolvency plan
enables complex financial, legal and regulatory
obligations to be addressed in a manner that
helps realise value for both the company and
its creditors.

As an objective third-party advisor, KPMG
member firms can help support you through
each transaction phase. From clarifying

the extent of the distress and ways to
capture short-term value, to developing and
implementing a plan, and exiting the formal
process, KPMG can guide you every step
of the way and help you emerge from the
experience with as much value intact as
possible, and ready for what comes next.

Learn more about how KPMG professionals
can help you analyse, implement and exit an
insolvency process.

Support at every phase
of insolvency

'Distressed Corporates
2Insolvency Planning
3Commencement & Implementation

4Exiting a Formal Process

This document reflects a wide range of services and does
not differentiate between those services that are permissible
or not permissible for KPMG audit clients and their affiliates.
In addition, certain software and technology services, joining
with third parties in service delivery, are also subject to
potential independence restrictions based upon the facts and
circumstances presented in each situation.
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"Distressed Corporates

OW SENOUS IS
e proniem?

Now is the time to ask the
hard questions.

Declaring insolvency is never an easy decision for a company to
make, nor is it a simple one. In most cases, a large number of
issues come into play, and even for a heavily leveraged company,
the prospect of a sale or other development can affect a company’s
understanding of its distress.

Nevertheless, when debts clearly outweigh assets or when cash flows
become tight, management needs to begin a realistic assessment of the
company's financial circumstances and next steps. Any agenda should
take into account all relevant stakeholders, including creditors such as
banks as well as including banks and other creditors, tax authorities and
other parties such as employees, customers and business partners.

As with many transactions, insolvency is commenced under very tight
timelines — often weeks rather than months, and sometimes, even days.
Accordingly, the company and its stakeholders need to find an efficient
and productive way to work together so everyone can move into the
process in a timely fashion.

TO HELP Control over communications is essential at every phase of
STABILISE insolvency. Reports, announcements and other documents need to
THE POSITION be carefully prepared and released to the right parties at the right
times to manage the concerns and expectations of stakeholders.
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ASK e ngnt
QUestions

What are the key drivers of the distress?
KPMG services can help you gain a clear
picture of what is driving the company’s short-
term financial issues and what can be done.
Perhaps swift action can help mitigate or avert
events. If not, we can assess how likely the
business can continue as a going concern,
and how stakeholders’ actions might affect
future viability.

What should | do next?

Once the nature of the distress is understood,
it is time to focus on short-term wins and
create a detailed plan. We can help identify the
steps required and consensus needed to help
maximise and protect value.

Who are the key players?

After identifying all key stakeholders, KPMG
can help you present options to creditors and
lenders and address their needs and concerns.
The goal is to ensure the company has a
credible voice and can present a thorough
restructuring analysis that helps to secure
stakeholder support.

Some or all of the services described herein may not be
permissible for KPMG audit clients and their affiliates.
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2Insolvency Planning

What are my
opionS?
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onsider the relative merits of each option
0r comnination of options.

Different stakeholders will have different
objectives. Maximising recoveries is the
most obvious objective for creditors, but
the company might be focused on trying
to contain negative publicity, securing
protection from breaches of duties,
ensuring continuation of critical services,
and so forth.

|
(

EMPLOYEES

-

OWNERS

This means that reconciling different
stakeholder objectives can often be
challenging, requiring painful concessions
and compromises. However, doing nothing
is not an option. If some stakeholders are
passive or obstructive, entry into a formal
process will sometimes be required to force
action. Companies should also have a 'Plan
B" in reserve. If creditors decline one or more
options, offering an alternative might help
move negotiations to the next stage.

INDUSTRY

TO HELP REALISE VALUE

Key assets may be subject to a contract with insolvency clauses that could result in the
asset being lost upon insolvency. If that is the case, now is the time to factor this potential

loss into your options assessment.

© 2019 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss
entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation.



ASK e ngnt
QUestions

What procedures should | consider?
KPMG can help you assess the procedures
available to the company along with their
merits and risks, including impacts on the
company's ability to maximise value for the
stakeholders, the stakeholder involvement
and consents required, the degree of control
provided, timeframes, and how the various
options align with the protection the company
requires.

Your company'’s Center of Main Interest
(COMI) is another important area where
KPMG can provide guidance. COMI
determines which jurisdiction (and therefore
which insolvency rules) manages your
company’s insolvency.

Once an insolvency procedure and filing
jurisdiction have been selected, we can
prepare a detailed insolvency plan that
includes a communications strategy, legal
notification, disclosures to tax authorities,
employee bonus schemes, a means of
assessing and refining the plan, and guidelines
for sharing it with stakeholders.

What are the execution risks?

Key considerations include: identifying key
stakeholders who will be involved in entering,
managing, funding or exiting a procedure,
and securing their involvement; identifying
what documents need to be prepared by
whom; creating and overseeing a timeline;
defining how the procedure will be initiated,;
developing the related media and stakeholder
communications plans; and determining

how to secure needed funding. KPMG has
experience and resources in all of these areas.

Some or all of the services described herein may not be
permissible for KPMG audit clients and their affiliates.
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3Commencement & Implementation

WNal Needs
appen fwnen my
Company is in a form
r0teClon process?

Insolvency often requires a number of plans
and communication executed concurrently
In order to maximise value.
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Effective communications is essential in securing stakeholder support for the company,
and needs to address the key concerns of each of these groups:

B Employees EE Media
Timely and detailed briefings for employees  Explanations for the customers Briefings to help
explaining what an insolvency means for and suppliers about how the ensure confidence
them, the importance of their ongoing company would like them to is built within
support, and what they can say to third engage with it during the business.
parties such as suppliers and customers. the insolvency.

A good communications platform should also encourage interest by parties who might buy the company
or business assets. This includes an accurate assessment of its current value, as well as its potential
value as a standalone entity or as part of another company.

Keep all your options open. A well-developed fallback plan can be a powerful negotiating tool.

TO HELP Make sure that company operations are not neglected during the insolvency
REALISE process. Dealing with insolvency can be a full-time job for employees who
VALUE are already tasked with their regular duties, but any further declines in
performance can make supporting value all the more difficult.

Insolvency can also be used to enable restructuring. A distressed company
can be separated from its historic debt and sold as a separate entity. The debt
remains with the original company, and the new owners can restructure the
business without the burden of historic liabilities.

. How can | evaluate initial progress?
ASK J[he |’| hj[ Once the procedure is underway, it is important
g to evaluate the plan and strategy against all
[ objectives and in light of stakeholder satisfaction.
QUBSHUHS KPMG can undertake careful monitoring and

ascertain whether risks have materialised,

if proposed mitigants are effective, and if

How can | prepare for ‘D ne’? :
ow can | prepare for ‘Day One plan results are enough to garner continued

Preparmg-for Day-One |n\l/o.|\{es- the proper filing stakeholder support.
of extensive appointment/initiation documents
and the strategic disclosure of information. KPMG
can design a process that will help the company

ensure that all legal papers and tax notices and

How can | launch plans effectively
and keep them on track?
From setting up workstreams to establishing a

filings have been properly filed, appointment . . .
fings hav propery 1 PO real-time review process, KPMG can help initiate

documents have been secured, parties with the

. T N the plan and help identify when to amend it. We
right to pre-notification have been notified and

can help provide a clear view of the options at

communications with stakeholders are being : : :
hand for selling, closing or keeping assets, and

effectively managed. :
¥ d the impacts on stakeholders and on the future

value of the restructured company.

Some or all of the services described herein may not be
permissible for KPMG audit clients and their affiliates.
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Stabilising a distressed company requires a special skill set for short-term planning and
tactical decision making. In contrast, the implementation phase requires the ability to
carefully monitor progress and manage multiple workstreams in support of the strategic
goals of the insolvency.

Inmany Cases, ISolvency Tor alarge company
may INvolve mare than one option.

A number of the company’s
assets may be immediately sold
through an M&A.

Parts of the company
may undergo
restructuring with

new lenders.

Some of the company’s
assets may be closed.

Options can also change depending on new developments. For example, the company
might be preparing an asset for sale, but if the market cools or a potential buyer backs away,
the company might proceed with the asset's insolvency. Value can be increased by both
planned and unplanned developments, so maintain an organised but flexible approach for the
implementation process.
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4 Exiting a Formal Process

owdoloe
Jack [onormal?

For an insolvent company with limited
funds, settlements are often preferable

to expensive litigation.

The most suitable process is the one that
results in the least amount of damage to the
asset and the best return for creditors. Ideally,
these two goals work in concert with each
other, though satisfaction for all parties can
be elusive.

Your exit plan should allow for any unexpected
or lingering issues. If an asset is sold, for

example, both the seller and the buyer might
encounter additional financial, legal, tax and
operational issues that impact deal value. IT
integration, for instance, can often present
issues that can only be identified during

the actual integration process between

two infrastructures or enterprise software
platforms. In all cases, hope for the best,
but plan for the worst.

TO SUPPORT VALUE

/13

The final stages of insolvency can vary according to where the proceedings are conducted.
In some cases, the company’s COMI can be shifted to a country that offers tax advantages
or a less complicated legal structure for dealing with insolvencies.*

* KPMG does not suggest or promote participation in tax shelters.
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ASK theTigh
JUESHONS

When and how does this process end?
To prepare for the end of the formal process,
the company needs to evaluate exit routes,
determine their impact on value and support
the preparation of papers for creditor approval
meetings. We can identify these and other
issues, and help you take steps to manage
them effectively and navigate the formalities
of the exit process. By the end of the process,
the company should be well positioned for

a return to health.

Some or all of the services described herein may not be
permissible for KPMG audit clients and their affiliates.
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Deal Advisory

HOW can | continue to create
ealiSe and preserve valug?

From mergers and acquisitions to divestitures, the key to any transaction is to realise its full
expected value. And that means being able to answer critical questions at every phase of the
transaction lifecycle.

KPMG's Deal Advisory services are designed to help you know what questions to ask and how
to find the answers.

For more information on Solvency Strategies and other Deal Advisory services, please visit:

home.kpmg/au/dealadvisory

Buy Side Services

Sell Side Services

Partnering & Joint Venture Services
Fund Services

Financial Restructuring Services
Turnaround Services

Solvency Strategies Services
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Deal Advisory

For more information, contact:

Matthew Woods
National Co-Leader,
Restructuring Services,
Deal Advisory

T: +61 89263 7515

E: mwoods1@kpmg.com.au

James Stewart

National Co-Leader,
Restructuring Services,
Deal Advisory

T: +61 38667 5728

E: jhstewart@kpmg.com.au

Brendan Richards

Clients and Markets Leader,
VIC, Restructuring Services,
Deal Advisory

T: +61 39288 6484

E: bjrichards@kpmg.com.au

Martin Jones

Clients and Markets Leader,
WA, Restructuring Services,
Deal Advisory

T +61 89278 2003

E: martinjones@kpmg.com.au

home.kpmg/au/dealadvisory

The information contained in this document is of a general nature and is not intended to address the objectives, financial situation or needs of any particular individual
or entity. Itis provided for information purposes only and does not constitute, nor should it be regarded in any manner whatsoever, as advice and is not intended to
influence a person in making a decision, including, if applicable, in relation to any financial product or an interest in a financial product. Although we endeavour to
provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate
in the future. No one should act on such information without appropriate professional advice after a thorough examination of the particular situation.

To the extent permissible by law, KPMG and its associated entities shall not be liable for any errors, omissions, defects or misrepresentations in the information or for
any loss or damage suffered by persons who use or rely on such information (including for reasons of negligence, negligent misstatement or otherwise).
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Martin Lewis

Clients and Markets Leader,
SA, Restructuring Services,
Deal Advisory

T: +61 88236 7204

E: mlewis7@kpmg.com.au

Peter Gothard

Clients and Markets Leader,
NSW, Restructuring Services,
Deal Advisory

T: +61 2 9458 1562

E: petergothard@kpmg.com.au

Will Colwell

Clients and Markets Leader,
QLD, Restructuring Services,
Deal Advisory

T: +61 7 3237 5458

E: wcolwell@kpmg.com.au

Gayle Dickerson

Partner,

Restructuring Services

T +61 29295 3982

E: gdickerson@kpmg.com.au
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