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Securing the future of your business

The earthquakes have impacted all Christchurch businesses in some way and these effects will be felt for a number

of years. The first edition of KPMG's Christchurch Recovery Series focuses on the need for businesses to quickly and
decisively review their current financial positions and make changes that will secure their futures. While most business
have dealt with their initial concerns, big challenges remain, including securing immediate cashflow requirements. Our
KPMG Business Advisory team has outlined the factors businesses will need to consider when revisiting the financials
in their business plans.

Resilient businesses react quickly to changes in trading conditions.

Your first steps should include reviewing your business plan and considering the

impact of the earthquake on the underlying assumptions inherent in the forecasts.
Reviewing your business plan
If the earthquake has disrupted your business model, you will need to be prepared

to act decisively to change and secure your business’ future.

The change in trading condition may also provide opportunities.

& The main driver of any business plan is the financial information.

The earthquake will require many of the assumptions underlying this information
to be revisited.

Reviewing the financials ) ) ) ) )
Your revised business plan may need to consider a number of different scenarios

given the true consequences of the earthquake on your customers, your suppliers
and the Canterbury economy are not yet known. Make sure you understand the
condition of your customers and the ability of your competitors to trade.

& If your sales have dropped, do you understand if they are likely to rebound as the

rebuild of Christchurch begins? Can your business trade through this period? It
may be that you need to reassess your business model or review the market you
are targeting.

Stay close to your customers. They may look to reduce their expenditure in the
immediate aftermath of the earthquake but, if their business survives, they will
need to begin to buying goods and service at some stage.

Sales and revenues targets

Identify who your best customers are and whether they are likely to continue in
business.

You may need to review your price strategies in the short to medium term as
economic conditions settle down. This may be useful in retaining your market
share. However, be mindful of undervaluing your goods or services or getting into
an unnecessary price war.
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Contact your suppliers. You will need to understand the condition of any suppliers
in Christchurch. Are they trading? Will they be in a position to trade any time soon?

Your business procurement practices should be reviewed. The availability and cost
of inputs are likely to be under pressure as Christchurch’'s economy recovers. In
many cases, you may need to work with your suppliers in the short term to assist
their recovery. Putting further pressure on them may result in difficulties for you in
the long term.

Are your premises available now or will they be available soon? How will any
change in premises effect your operating costs?

Understanding your immediate cashflow requirements is crucial in the short
term. Once you understand what cash the business has on hand, you will need to
identify what cash is required to secure and rebuild the business.

Identify short term assistance packages to fulfil any shortfalls, including
government assistance schemes.

Speak to the bank to ensure they understand your immediate situation and that you
Cash flow understand how you are going to move the business to a more secure position.

Ensure that you clearly understand your entitlements to insurance settlements and
when they will be paid.

Contact creditors and request deferrals of payments and speak to debtors about
accelerating payments.

Review tax payments based on revised revenue forecasts.

If your business plan has materially changes, are your current working capital
arrangements sufficient? Thought may need to be given to revising arrangements
with your bank or considering further shareholder support.

Will your revised forecasts affect any distribution policies to shareholders?

Flow on considerations

Will you need to re-prioritise planned capital expenditure?

Understand whether your competitors have survived and whether you are in a
position to take advantage of any opportunities.
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