"In distress, value is lost less
through one fatal decision than
through many untested assumptions
moving in the same direction.”

Daniel Vnuk, MEcon, MBA \
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The First Battle in Every Turnaround

Value does not disappear in one dramatic moment. It seeps out quietly,
day by day, decision by decision.

Value leakage | Turnaround discipline | Recovery execution

Daniel Vnuk, MEcon, MBA | Restructuring.Insights
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Executive summary

The first battle in every turnaround is not
financial engineering. It is stopping avoidable
value loss before strategic options disappear.

Core message:
Real restructuring begins when the
organization stops explaining value loss and

starts controlling the mechanisms that cause it.
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Value leaks gradually

through cash timing, collateral deterioration,
customer erosion, management distraction and
fragmented execution.

Good people can produce poor
outcomes

when growth-mode structures are used in crisis-
mode conditions.

Recovery starts with verification
not narrati forecasts or optimistic management
explanations. ,

Discipline must become operational

through downside scenarios, controls, incentives and
weekly execution rhythm.
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Core thesis: leakage precedes the visible crisis

A

Distress is rarely born at the point of default. It is accumulated through small, untested decisions

that reduce time, trust and optionality.

Small decisions — > Untested | = | Systematic : Lost
assumptions leakage optionality

What management , What restructuring
often sees: E——— must reveal:

« Deviation « Cause

« Default  Dependency

* Lender stress e Control failure
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Visible
crisis
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Leakage often lives between departments

A local target can look successful while the enterprise loses value somewhere else in the system.

Procurement Lower quality Production Customer Value

savings : input delays ENEHES leakage
Cheaper supplier —> pefectrates 2 Outputslows > Delivery failure Savings
selected increase down hits margin become

enterprise loss

-

Key lesson: no department was individually wrong. The system was broken.
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The five places where value leaks most often

Management
attention

Scarce
decision
capacity

These leakage points are linked. A cash decision can impair collateral, customer trust, operating
capacity and creditor confidence.
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Cash and collateral: the first protection layer

Cash leakage is not about frugality.
It is about timing.

Cash buys time 1 Timing
Weekly cash reviews, actual-bank

i . e which cash decision preserves the most options?
reconciliation, variance discipline and

payment sequencing protect optionality. 2 Condition

is collateral being actively maintained?
Collateral protects recovery 3 Evidence
Maintenance, documentation, access, is the report verifidsl or narrative-based?
Insurance and independent valuations
prevent recoverable value fr rating.
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The hidden leakage points: customers,

Customer relationships

Customers often leave slowly: lower volumes,
longer decisions, harder negotiations and
reduced trust before revenue collapses.

Management attention

Busy management is not the same as effective
management. Crisis activity can crowd out
structural intervention.

Organizational friction —
Plans fail when assumptions are strong inside
functions but untested across functions.
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attention and friction

More crisis work
Service slips

\ Customers hedge

N

Revenue weakens

Delayed commercial damage
becomes liquidity damage.

A
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Why good people allow leakage to continue

Most companies are designed for growth. When distress arrives, the same behaviors can become
liabilities.

Growth mode Crisis mode

« Speed is rewarded « Speed without verification

« Delegation enables scale creates mistakes

« Optimism supports growth « Delegation without oversight
« Risk-taking drives ambition fragments decisions

« Optimism without evidence
creates false comfort

« Risk-taking without downside
discipline destroys value

The task is not to work harder inside the old model. It is to change the model before value leakage
becomes irreversible.
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The discipline framework: what actually works

Stopping leakage is not a theoretical exercise. It requires verification, downside discipline, controls
and incentive alignment.

o1 02 03 04

Separate Price the downside Install controls Stop rewarding the
evidence before it prices at the leakage behaviour that
from narrative you points created loss

Verified facts before Understand Weekly routines, Align incentives with
forecasts, budgets vulnerability before thresholds and survival, liquidity and
and management creditors, markets or ownership where ; recovery value.
optimism. customers do. value escapes.

Good restructuring is not just a plan. It is a disciplined operating rhythm that stops the
organization from drifting back into value-destructive habits.
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Controls must be installed where value actually escapes

A restructuring plan that is not embedded into weekly management routines remains a document,
not a control system.

o1 02 03 04

Cash Collateral Customers Execution

+ Bank-data « Inspection rhythm « Key account « Decision rights
reconciliation « Maintenance retention « Dependency

* Rolling 13-week tracking « Service failure ownership
forecast * Independent escalation « Escalation triggers

« Variance valuations * Order book quality
ownership

Control is not bureaucracy. In a turnaround, the absence of control is leakage.
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The human dimension is execution risk

A technically correct restructuring plan can fail if the people expected to execute it are exhausted,
defensive or unconvinced.

Recovery Technical solution fails in practice
risk

Plans not believed or internalized

Weak execution

Defensive narratives \P‘ﬁo\gecting yesterday's decisions

Pressure, blame, uncertainty

Fear and fatigue

Restructuring is executed by people under pressure, not by spreadsheets.

Daniel Vnuk, MEcon, MBA | Restructuring.Insights 12



RESTRUCTURING.INSIGHTS

Where to start: stop the bleeding before redesigning the system

Trying to fix everything at once dilutes focus. Start with the most damaging, urgent and fixable
leakage point.

01 02 03 04
Stabilize Protect Correct Rebuild
cash critical structural value

value friction
Actual cash, forecast Collateral, customers, Dependencies, Execute sequentially
cash, committed cash, operations and incentives, decision with evidence and
trapped cash. creditor confidence. rights and ; discipline.

accountability.

Restructuring is a series of deliberate, sequential actions. Each action must preserve or create
the conditions for the next one.
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Real restructuring begins before the debt terms change.

The first battle is stopping value from leaking
away while there is still enough time, liquidity,
trust and organizational energy to create it
again.
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Evidence
over narrative

Control

over %

-

Humility

over ego

A
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The first battle in every turnaround is to
stop value from leaking away before there
is hothing left to restructure.

Open to exchanging perspectives with senior peers navigating complex

restructuring, recovery and governance challenges.

Daniel Vnuk, MEcon, MBA \

E: dvnuk@restructuring-insights.com

W: www.restructuring-insights.com \I
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