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Speeding towards a rescue culture

More healthy companies are choosing to restructure their businesses to help them weather the downturns

INGAPORE and the broader region have
begun to feel the effects of economic head-
winds that have checked growth and in
'some cases led o corporate failures.
ever, ther are those who see the value of
deploying capial in the rght situations. in-
creasingly, stakeholders are locking 1o take
action 1o sirengthen Iheir business while they are healiny and st
have the option to do so.

“Be it cperational restructuring, capiial injection, divestment to
raise cash or debt restructuring, these measures take lime 1o imple-
ment. The earfer the company can identify a cash crunch situation
and take the necessary comective aclion, the higher the chances of
a successiul lumarcund,” explains Goh Thien Phong, Business Re-

and Investigations Pariner, PwC Singapore.

T hedp them in this elfort, stakeholders and compeanies are also
seeking the advice of resiruciuring experis such as PwC, who can
provide an independent view on the sustainability of the capital
structure of a business, as well as [denlify and implement opara-
tional improvements and opportuniies to enhance cashfiows, and
advice on capital raising or sale of busnesses.

“The problern with leaving it oo late before taking action s that
the options for restructuring become limited and the timeframe come
pressed. The last thing a company in disiress needs i lo have fo
negotiate a resiructuning of s debt or sale of assels with a looming
interast or loan repayment hanging over its head,” says Peter
Greaves, PwC's Asia Pacific Business Restructuring Leader, who
is based Singapore.

“Also, by that stage, it may be too lale to leverage operational
improvements lo releasa cash” he adds.

Both Mr Greaves and Mr Goh have over two decades of experi-
ence in the resiructuring business and have seen every part of the
economic cycle and the impact on vanous economies, industries
and individual businesses.

“Working capital management for example is often the
cheapest way for a business ko access cash. In many cases we are
able to idenlify savings ihat excoed the costs Involved in realising
them and it should be possible fo enjoy the benefit on an ongoing
basis provided that working capital discipline is maintained,”
Mr Greaves expiains.

Mr Greaves reflects that a nolable shift over me has been the
increasing focus on a “rescue culture”, with greater protection, lime
and opportunity for businesses to work out their issues fo presenve
value.

This shift is reflected in legal developments, with already sophist-
icated restructuring jurisdictions such as Singapare and the UK in
the process of drawing up further improvements fo existing pro-
cessas that look set to add to the toolkit of options available to the
restructuring practitioner, Singapore in parficular is loking o canve
a role as a hub for restructunng in Asia in the way that New York
and London have been able to in their own regions.

The need to work across sectors and borders has kept things fresh for Peter Greaves and Goh Thien Phong, having
worked in a wide range of situations, jurisdictions and industries

“While | continue to get invoived in situations where clients are
stressed or distressed, | find mysedf worldng with a much higher pro-
portion of healthy businesses looking to proactvely restructure fo
gain or maintain an advantage than was previously the case,” he

says.

Mr Goh started in resirucluning and inschvency work aimost 20
years ago after spending 10 years in audtt. In the early 2000s he
worked on many restructuring situations in the real esiate sacior, be-
fore handling the restructuring of S-chip companies in financial diffi-
culties later In the decade and more recendly in the offshore and
marine industry. Mr Greaves, meanwhile, staried his career in Lon-
don in the early 1990s; a period which saw an uptick in resiructuring
work thal came with a downtum in the economy.

The Asian Financial Crisis in the late 1990s, and the far bigger
Gilcbal Financial Crisis in 2008 would see the two professionals
busily involved in a2 large number of corporate rescues.

“Some of these companies had mare than 30 financial institu-
tional creditors and with debts in excess of US$S00 million,” recalls
Mr Goh.

“While the global economy has assumed a more even fooling in
recent years, we confinue to see businesses with challenges,

whether it be through extemal factors such as ol prices and poidical
shocks or issues more particular to an individual business,” adds:
Mr Greaves.

The need to work across seciors and borders has keol things
fressh fior the duo, having worked in a wide range of situations, juris-
dictions and indusines — from construction to financial services and
from manutacturing 1o transport and logistics.

“The nature of the work has put me in some interesting silu-
ations, not all of which were pleasant, ranging from being
threatened by Hells Angels when dealing with the restruchuring of a
motorcycle dealership fo working with the police to ensure the safe
custody of several tens of thousands of dollars in cash thal we
found ‘stored” under a desk at the offices of a finance company,”
says Mr Greaves.

Adds Mr Goh: “The more memorabie cases are nol necessasily
fhe larger and more complex ones. A recant case | worked on in-
voived operating a welHknown food and beverage chain for aimost
a year and luming around the loss-making business. We eventually
s0id the business and provided creditors with a recovery that far ex-
ceeded what they would have received i the company had gone

One constant throughout is the strength, depth and reach of
PwC's global restructuring team, and is abilly fo access the wide
ranging skillsets within the firm in areas such as M&A and consult-
ing. These atirbules are crucial fo help clents restructure and fum-
around their aling businesses, and kenders in their recovery efforts.
The team has consistently been involved in high profle cases in-
cluding local and regional situalions such as Jones the Grocer and
Hanjin Shipping, as well as global cases such as Lehman Brothers
Intemational Europe, Enron and OYV Bunker.

Says Mr Greaves: “Our restructuring team is an integral part of
PwC's Deals business for the simple reason that most restructus-
ings involve a transaction of some descriplion. Increasingly it is es-
sential to have direct access 1o the wider Deal senvices of the firm,
bringing skills and expenence crucial to the roles we take on, includ-
ing valuation, sirategy, due diigencs and M&A skills, as well as
deep industry specilic expertise.”

1 This is the fourth instalment of a second five-part series
“Strategy in Action’, which is brought to you by PwC

Notable restructurings
over the years

4 Accord Customer Care Saiutions Lid
# China Hongedng Sports Uimited

+ Flrechem Technologies Limied

# Jaya Holdings Lid

-+ Jones the Grocar Intematicnal Ple Lid
# KLW Holdings Limited

-4 Lehman Brothers Mindbonds

« OW Bunker Far East (Singapore) Ple Lid
-# WesTech Blectronics Umited

# TT Inlemational Lid

# ZhongHui Holdings Lid

*PwC provided restniciuring sanvices in al the above cases
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