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STAGES OF THE CONTINGENGY CRISIS. () Consiore

& sin Fronteras
[Fingscion)

ADJUSTING THE BUSINESS STRATEGY

Acording to Unexpected
the plan deviation
| ) | \ . \
| L | | 'i
Follow the et S Focus Innovate & Re-define Test the financial | Adjust the
Pl Plan B Stress Test actions on Prepare for the value innovation channels and
an surviving rebound proposition reponse sales

strategy

1. Contingency plan 2. Liquidity & Rebound Plan 3. Commercial reconstruction plan
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RECOVERY

Sectorial Analysis (%Variation compared to the previous year)

Isolation + Restrictions Stabilization Recovery

@ Gatherings o
Offices ==
Christmas +

AustTrity
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Government

-
Tourism
Corporate
Events
Postponed
K Critical Travel
Feb Mar Apr May Jun Jul Ago Sept Oct. Nov Dec Jan Feb
@ Food @ Retail :::tfauur:ants 8 travel G Hotels J
SOURCE: Dedoitte projections
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OPERATING IN SURVIVAL MODE
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Covid 19 - INDUSTRY IMPACT ANALYSIS

If a characteristic is present in you or your clients’ business, the impact is negative (unless you successfully pivot).

< >

Dependant on
travel (business
and leisure)

Large gatherings Close human
are essential interaction is
essential

Service or product is
postponed or discretionary

Hygiene, or perception

thereof, is critical Impact Analysis

Tourism and
hospitality

Music

Very high Very high Very high

Automotive

Beverages
(Alcohol)

Retail (non-food)

Pharmaceuticals

SOURCE: LONDON IMPERIAL COLLEGE
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PROJECTED FACTS:

WORLD GDP LEVEL OF BUSINESS OPERATIONAL LIQUIDITY
GROWTH IMPACT
3.3%

Sustained loss of revenue 0-15% Proﬁtable mode

Q2 -4, 2020 . . . . . ..
» Unexpected Environmental Action 1. Revise the goals Action 1. Shift marketing spending such that it optimizes demand

changes Action 2. Ensure security of supply Action 2. Cut costs

+ Habits & customer behaviour Action 3. Communicate with best Action 2. Renegociate debtor payments

change clients & employees Action 3. Renegociate accounts receivable
+ Decline in revenue

Action 1. Temporarily close locations Action 1. Extreme cost reduction just on the core business

. Dramatic effect on revenue or suspend operations Action 2. Take adavantage of available credit
- Some operational business units, Action 2. Employ aggressive Action 3. Stop Capex and future investments

longer positively contributing to Action 3. Reduce staff that are not Action 5. Renegociate contracts 4

the margin involved in the core buisness Action 6. Be flexible with accounts receivable. Accept other payment

arrangements
U Survival mode
Sustained loss of revenue +50% Action 1: Get the Right - size Action 1. Sell non essential assets
Q2 - 4, 2020 operations to a smaller core Action 2. Take adavantage of available credit even with high interest

+ Severe drop in revenue and Action 2. Consider permanently rates.

negative cash flow closing undeperforming business Action 3. Conserve the cash flow
* High liquidity risk units, geographics and sales channels Action 4 .Pay Debts as late as possible
* Determine the maximum viable Action 3. Dont worry to impact for Action 5. Sell ‘past due’ portfolio & apply unpaid accounts

loss profit, the goal is survive Action 6. To prepare for the rebound, conserve cash to restart

-1%
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DETERMINE THE MAXIMIMUM VIABLE LOSS

ADAPT YOUR STRATEGIC RESPONSE

IMPACT ONYOUR ORGANISATION

A
v

Positive Mildly negative Severe Catastrophic
Revenue growth through Sustained revenue loss of Sustained revenue loss of Sustained revenue loss of
demand surge 0-15% in Q2-42020 15-50% in Q2-4 2020 +50% in Q2-42020

0.5 yearimpact . Ride the wave: boost supply to
V-curve rebound; Effective keep up

pandemic control and
economic stimulus

Mothball large parts of
Push through and prepare for Survive and prepare for a the business and
fast back-to-normal upswing gradual restart prepare to re-start You are here

1.5 yearimpact
U.curve recovery; Social Push for grow’th and o“emm, adapt to your new Use intensive innovation to adjust

. market share normal for your clients and for your internal process so that you Abandon some business units
distance measurements your employess grow at the same pace as demand
prolonged, economic e.g Airlines

stimulus eases damage

3 yearimpact Prepare for aggressive new entrants.
L-curve recovery; Failed Aggressive push for growth and Reinvent or create ftotally new
pandemic control, and market share positionig, or abandon. Abandonment Completion

L}

wide-spread bankruptcies
and credit defaults

SEVERITY AND DURATION OF ECONOMIC IMPACT
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143,100,000/1,717,200,000

Financial plan

Yellow

10,303,200,000

USE THE SIMILATOR FOR YOUR SPECIFIC BUSINESS SITUATION

strophic Scenario (6 months of COVID-19)

143,100,000

744,120,000

169,600,000/2,035,200,000

Financial plan

Yellow

12,211,200,000

50,085,000

1,356,800,000

5,300,000/63,600,000

381,600,000

Financial plan

118,720,000

42,400,000

530,000

121,680,000

Adjustments

18,590,000

576,000

84,500

8.00

Yellow
Payroll 33,800,000 405,600,000{2,433,600,000 33,800,000 270,400,000
Law (Roll 35) 169,000 2,028,000 12,168,000 169,000 1,352,000 E{s}3
Training 650,000 7,800,000 46,800,000 650,000 5,200,000 E[tF3

4,680,000

4,680,000

1.00

Example based on Tofo case study. Fuente pagina WEB
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ONGE YOU HAVE IDENTIFIED THE PROCESSES THAT ARE IN RED AND YELLOW, ESTABLISH THE AGTIONS THAT YOU

MUST TAKE T0 SURVIVE THE GRISIS, INDICATING THE CRITICAL DEADLINE DATES

Cash flow

Debts to pay

YT PR TN ) Pl e Renegociate accounts

Human Resources

Marketing

*Measure sales
Sales

Actions Date
Survival mode to be done
*Sell assets that are not part of the core
eExtreme cost reduction just on the business
Shift marketing spending so as to core business *Take advantage of avaliable credits even
optimize demand eTake advantage of available credit if the interest rate is high
Cut cost reductions even though you don't need it *Conserve cash flow in the loop
*Stop CAPEX and future investment *Prepare for the rebound and conserve
cash to restart
eRenegociate debis *Priorizate for survival *Extend to maximum
*Renegociate contracts *Be honest with your stakeholders
*Be flexible with accounts *Sell ‘past due’ portfolio
*Accept other payment arrangements *Apply unpaid accounts
*Adjust the size of the operation
accordingly
*Reorientate goals eTemporarly close locations or *Be creative and focussed in the "new
*Ensure security of supply suspend operations normal”
*Don’t worry about profit, the goal is to
survive
oK . *Reduce staff that are not involved in . _hongst w@h.the staf
eep contact with stakeholders . *Maintain a minimum workforce
the core business
* Keep in touch with the best *Renegociate contracts oS
lients *Reduce expenses top expenses
& P
*Employ agressive promotional .anS'd?; pe_rmageqtly C'°S'T‘9
*Adjust targets strategies underperfoming business units,
geographies and sales channels
HORIZO
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PART2:

NEW NORMAL, INNOVATION
& REBOUND
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WHAT T0 DO NOW?
IF WE EXPEGT THE ESTIMATED LEVEL OF THE DEMAND TO REMAIN UNTIL 2022

n

DEFENSE

OFFENSE

Already on-going What to do: What to do forward:
Defend Short term mitigation Mid term growh

+ Align senior leadership & set up a PMO
Protect health & safety for employees and
customers

* Run macro-economic and micro-
economic scenarios on your P/L
Keep your operations afloat

» Understand mid to lon-term impact
Protect your revenues.

+ Define re-budgetting, and implement
cash preservation measurements. Stabilize
your operations.

Monitor actuals vs. scenarios, and adjust
accordingly

Roll-out re-budgetting and divestments

Bring your operations to a new normal
for the coming 18 months

Understand the new economy, and the
growth opportunities it brings. Develop
a strategy on how to outperform
competitors

Plan to pivot or develop products/
services/markets/business models

» Accelerate the innovation mindset
supported by your staff

» Work in your hybrid business model
(digitalization)

1. Contingency plan

2. Liquidity & Rebound Plan

3. Commercial reconstruction plan

,')

Consultores
sm Fronteras
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PLAN T0 PIVOT OR DEVELOP PRODUCTS/SERVIGES/MARKETS/BUSINESS MODELS

12

i SUPORT CAUSES WITH YOUR GSR STRATEGY

Relevant to Human Rights
Respect for inclusion & diversity

INTEGRAL PERSONAL GROWTH SOCIAL CONSCIENCE : Support local trade

« Search for Wellness online
« Connect with art & creativity
« Switch to healthy eating

BALANCE & HEALTH CAUTIOUS COSTOMERS
PIVOT PRODUCTS/ SERVICES 10 CONNECT

Cautious Customers. (Demand elasticity)
Relevance of Brand Reputation (WoM)
Benefits that improve the quality of life

UNLEASH THE FULL POTENTIAL OF YOUR STAFF

« Establish flexible home office
* Increse happiness of staff |
« Employ purpose-driven staff !

« People will reciclye incrementally
* Criticism of planned obsolescence

»  Outsource functions where necessary | NEW VISION OF WORK HYBR'IADOgIElLsSINESS
ACCELARATE DIGITAL TRANSFORMATION
* Prototype hybrid Product /services
RESPECT NATURAL ENVIROMENT ENVIRONMENTAL + Become Phygal Pysicl & Digia
 Decrece derivate petrolum products FRIENDLY marketplaces to push e-commerce

Source: Horizones Consulting. Business Intelligence Unite. Some trends post Covid -19 not exhaustive HO>ORIZ
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NOW IS THE TIME TO INVEST IN INNOVATION & R&D

Change in spending 2007-08
Global Innovation 1000 Top 100

The 100 most innovative companies spend even more on
R&D during a recession, while others were stalling. In
the long run, these investments are paying offin

profitability &growth.

Gartner looked at 30 F1000 companies that accelerated
during the crisis of 2008. All of them invested innew

growth options instead of just cutting costs.

Growing outside of the core business wasnamed as
one of the winning strategies.

Capital
expenditure

Source: Booz & Company

13

GROWTH OF INNOVATION

REBOUND IN THE 2008 CRISIS

Winning companies accelerated profitability during and ofter the recession, while losers stalled

Growth in nominal EBIT (indexed 2007=100)

CAGR
400 2007-17
During recession After recession
Winners
14%
300
13%
200
17%
100 —— _——VLosers
1% 0%
0%
0
2007 08 0g 0 1 12 13 14 15 16 17
A
Consumo privado en el mercado interior
Seras desectacionalzada y dea tandencia-cclo
fndice base 2013 = 100)
Variacién mensual

0.0

20ME

2018 Ene

2019 Ene
[

— Tendencla Ciclo
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MEASURING THE FINANGIAL IMPAGT OF INNOVATION FROM A SYSTEMIG PERSPECTIVE

ADMINISTRATIVE

PERFORMANGE
Identify which aspects can be improved by involving 1
the entire company in the process. In so doing create
Measure all regular activities for efficiency. a work-culture based on the business philosophy and
¢ purpose.

ADMINISTRATIVE
/

MEASUREMENT Review processes, projects or initiatives from
OF a technological perspectives that amplifies,
INNOVATION automates and scales the value of

Avoid leaving investments based on
instinct. Provide innovation teams with
statistical and financial tools.

innovation.
G/

MEASURING THE DIMENSIONS OF INNOVATION

HORIZOMES




ITWILL BE SUPPORTED BY A MONITORING SYSTEM

999 of companies DO NOT have an innovation management system

Transversal innovation | Company Philosophy
RR. HH. Toomnuen
Operation . I [ ‘1 1 | k : tl :;j:]r’l‘\a |
IT svsmm :"J‘ff";'?ff."|l'f: 'C,‘-.P"' . nt
Marketing ;;1."1.“\;_‘,‘: \f- cat r?.,:
Etc... Productivity increase
MONITORING
e Investiaation INNOVATION SYSTEM FINANCIAL INNOVATION BUSINESS IMPACT
YA N o |
| o PROTUNIES Financial
o Validatian Investment Performance Q1 Increse revenue goal
‘ J ""J:Jt'_""f_ B Process Mode"ng T Product Development £ 40,000 -4,0% 4%
* Adjustment Gain market share. £210.000 i%
Launchi ng Cost reduction by volume NA. ' 6%

10 ACHIEVE COMPETITIVE ADVANTAGE

AUDIT THE EFFICIENGY OF YOUR INNOVATION INITIATIVES VERSUS THE BALANGE SCORECARD

19 HORIZ




NAVIGATING IN UNGERTAIN TIMES:

—)

P&L
REVENUE

OPERATION

HINR
OFFENSE

P
onsultores

©)

ADJUST YOUR OFFER IN ORDER T0 RE-INFORGE THE RELEVANGE FOR CONSUMERS

Jsin Fronteras

Set the urgent priorities cosidering
forecast

Confer with employees to
communicate the strategy

Implement the best - known
available practices for the
employees and customers; over-
invest

Financial stress-test and get liquidity
Synchronize Sales & Marketing

Strengthen e-commerce and
marketing

Prerpere to rebound and test
innovation with close customers and
let them know that your are adapting
to thier new needs.

Synchronize Sales & Marketing

Ramp up e-commerce and
marketing efforts

Measure the ROI of your main
commercial initiatives

Don't forget to provide an authentic
brand experience

PLAN B
BUSINESS CONTINUITY PLAN PROCESS
o FACIN BULENT TIM

Contingency plan

PLAN B
OPERATING IN SURVIVAL MODE
0OKING FOR LIQUIDITY )

Liquidity & Rebound Plan

Commercial reconstruction plan

HORIZ
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ADRIANA GOMEZ
MANAGING DIRECTOR - LATAM

Cel. (52) 56 14633902
e. adriana.gomez@consultantswithoutborders.world

Horizones Consulting refers to its network of associated firms operating as separated entities within the group. Horizones Consulting Group is a Limited Liability Company and each of its associate firms are
legally separate and independent entities. Horizones Consulting Group does not provide direct services to customers. Services are provided exclusively by Horizones Consulting México S.C.
Horizones Consulting is a leading international provider of Business Transformation, Financial Advisory, Corporate Strategy, Business‘intelligence, Market Research & Human Capital.

L L

The recommended processes are directional.and Horizones Consulting is not responsible for the implementation of third parties without being its clients formally.
www.horizonesconsulting.com for more information. Horizones Consulting®© All Rights Reserved 2020.
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