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Mining Value from Distressed Companies

Building Properties for Future Buyers

Distressed companies are businesses facing serious financial or operational issues, often trading

below their intrinsic value. These situations can present valuable opportunities for strategic
investors who can unlock hidden potential through restructuring, operational improvements,
or asset optimization.

In real estate, a similar approach applies by developing or redeveloping properties aligned
with future market trends— like sustainability or remote work—to attract modern buyers and
investors.

While investing in distressed assets can yield high returns, it is complex and risky, requiring
deep expertise. As global economic volatility increases, opportunities in distressed investing are
likely to grow for knowledgeable investors.

What are Distressed Companies?
Distressed companies are organizations facing severe financial pressure, often characterized by:
e Inability to meet debt obligations
e Declining revenues and profitability
e Bankruptcy filings
e Downgrades in credit ratings
e Operational disruptions or external shocks
Despite the apparent weakness, many such companies possess valuable underlying assets or
viable core operations that can be leveraged for investor gain.
These companies typically trade at a fraction of their book or asset value, presenting an
opportunity for investors who believe in a potential recovery or value in liquidation.

Types of Distressed Investing:

1. Distressed Debt Investing: Investors buy corporate debt—such as bonds or loans—at
significant discounts. If the company recovers or is successfully restructured, these
instruments can yield high returns. In bankruptcy scenarios, debt holders may receive
equity or asset distributions.

2. Turnaround Equity Investing: This involves buying equity in distressed public or private
companies with the expectation that operational or financial restructuring will lead to
a recovery in value.

3. Post-Bankruptcy Investing: Investors target companies that have exited bankruptcy with
a restructured balance sheet, offering a cleaner investment profile and potential for
strong future performance.

Benefits of Distressed Investing:
e High Return Potential- Investments can yield outsized returns if recovery is successful.
o Undervalued Assets. Companies may own assets (real estate, patents, brands) that
exceed market valuation.
e Strategic Influence: Investors may gain control or board representation during
restructuring.
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o Market Inefficiencies: Limited competition and complexity can lead to mispriced
opportunities.

Mining Value from Distressed Companies
Distressed companies, particularly in capital-intensive sectors like mining, offer high-risk,
high-reward opportunities for investors who can uncover hidden value. These
businesses, though financially troubled, often possess undervalued assets, viable
operations, and strategic advantages that can be leveraged through expert turnaround
strategies.

Key Sources of Value

e Undervalued Assets: Real estate, IP, brands, and equipment can often be acquired at
steep discounts.

e Operational Turnaround: Many firms suffer from poor management, not flawed
models; restructuring can restore profitability.

e Debt Restructuring: Converting debt to equity or influencing restructuring plans enables
control and long-term gains.

e Market Position & Customers: Distressed firms may have loyal clients, distribution
networks, or valuable contracts.

e M&A (Merger and Acquisition) Synergies: Acquiring firms benefit from integration
efficiencies and acquisition premiums.

Strategies for Unlocking Value

o Distressed M&A (Merger and Acquisition): Acquire assets at a discount during
bankruptcy or fire sales.

e Due Diligence: Due diligence for distressed companies must go beyond traditional
checks, requiring a deep dive into financial health, operational viability, legal liabilities,
and market positioning. The goal is to uncover both the risks and potential hidden
value.

o Asset Stripping: One of the most effective and immediate strategies to unlock value is
Strategic Asset Disposition— the intentional divestiture or reallocation of
underperforming, non-core, or high-value assets. This approach allows stakeholders to
recover capital, streamline operations, and reposition the company for long-term
viability or sale.

e Operational Revamp: For distressed companies, immediate and decisive operational
improvements are often necessary to stabilize the business, restore profitability, and
prepare for future growth or exit.

o legal & Tax Structuring: Legal restructuring involves modifying the corporate structure,
governance, and contractual landscape to enable recovery or facilitate value realization
whereas Tax inefficiencies can erode substantial value during a distressed sale or
restructuring. Tax restructuring seeks to optimize the tax posture, both for the distressed
company and for any acquiring party.
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Risks & Challenges
e Hidden Liabilities: Legal disputes, environmental clean-up, and labour unrest can derail
recovery.

e Reputational Risk: Past issues (e.g., human rights, environmental violations) may
alienate investors or customers.

e Regulatory Hurdles (especially cross-border): Cross-border acquisitions introduce a
complex array of regulatory challenges that can derail even well-planned transactions.
Acquisitions may be delayed for months or even years due to bureaucratic inefficiencies,
political instability, or unclear legal frameworks. These delays can increase holding costs
and erode the economic viability of the investment.

e Extended Recovery Timelines: Rebuilding operations often takes longer and costs more
than expected due to permitting, infrastructure, or market volatility.

The Recovery Process/ The Action framework
The recovery process is a structured approach to bring a distressed company (or its assets) back
to profitability and investor appeal.

5-Year Roadmap: Mining Distressed Assets

Year 1: Strategy Foundation & Market Scouting

Objective:

Establish internal capabilities and frameworks to identify, evaluate, and prepare for distressed
asset acquisitions.

Key Initiatives:

e Distressed Asset Task Force: A cross-functional team, including representatives from
M&A, Legal, Operations, Finance, and Risk, will oversee and coordinate all related
efforts.

e Target Criteria Definition: The focus will be on targeted geographies, industries, and
asset types exhibiting distressed financial conditions, with a clear potential for successful
turnaround.

e Advisor & Investment Bank Engagement: Collaborate with industry specialists to access
proprietary deal flow and leverage expert insights in restructuring.

e Capital Allocation Framework: Allocate capital and establish governance frameworks
to enable swift, risk-adjusted investment decision-making.

e Market Scouting Strategy: Opportunities are sourced through monitoring court dockets,
participating in auctions, leveraging lender relationships, and engaging industry
networks.

[ ]
Year 2: Acquisition Execution & Turnaround Playbook
Objective:
Execute 1-3 strategic distressed acquisitions and build a repeatable, scalable turnaround model
to drive long-term value creation. With the groundwork laid in Year 1, Year 2 shifts focus to
executing select acquisitions and institutionalizing a standard playbook for post-acquisition
recovery and integration.
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Key Priorities:

e Strategic Acquisitions: Target 1-3 high-potential distressed assets with strong strategic
fit, synergy opportunities, and operational upside. Focus areas include complementary
products or markets, underutilized capacity, quick integration with minimal disruption.

e Turnaround Playbook Development: Build a standardized approach to asset recovery,
covering plant restart and equipment rehabilitation, workforce restructuring and skills
alignment, ERP and systems integration and Regulatory and compliance protocols.

e Standardized Due Diligence: Implement a rigorous, repeatable diligence checklist
addressing legal, financial, and environmental risks, operational readiness and liabilities,
labour and HR-related exposures.

e Post-Merger Integration (PMI) Oversight: Track key performance indicators to ensure
value capture, including cost synergies and savings, production uptime and quality
metrics and Integration milestones and timeline adherence

[ ]

Year 3: Operational Integration & Expansion

Goal:

Following successful acquisitions and initial turnarounds, Year 3 focuses on driving efficiency,
unifying systems, and scaling the model internationally to maximize long-term value.

Key Priorities:

e Operational Efficiency: Apply lean manufacturing, automation, and preventive
maintenance across all sites to boost productivity, reduce waste and downtime,
improve margins and asset longevity

e Systems Integration: Standardize ERP, MRP, and supply chain systems to enable
centralized control and reporting, enhance forecasting and inventory management and
support scalable, data-driven operations

e Supply Chain Optimization: Leverage the expanded footprint to consolidate vendors
and improve pricing, strengthen customer relationships through increased capacity and
reach, reduce logistics costs via smarter routing and regional hubs.

Year 4: Portfolio Optimization & Value Extraction

Goal:

Maximize portfolio performance by divesting non-core assets, monetizing stabilized
operations, and pursuing strategic value levers like vertical integration and innovation. With a
mature portfolio in place, Year 4 focuses on refining the asset base, unlocking capital, and
driving long-term value creation.

Key Priorities:

e Divest or Repurpose Non-Core Assets: Conduct a comprehensive review of the
portfolio to identify assets that no longer align with strategic priorities or fail to meet
financial performance thresholds which includes Exit underperforming or non-strategic
operations, repurpose facilities for alternative uses, Shut down chronically loss-making
sites.

e Monetize Redeemed Assets: Leverage improved asset performance to unlock capital
through creative financing and partnership models.

e Pursue Vertical Integration: Strengthen value chain control by targeting distressed
suppliers or downstream distributors

e lLaunch Innovation Initiatives: Use stabilized operations and idle capacity for pilot lines,
R&D, or contract manufacturing.
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Year 5: Institutionalize & Scale the Model

Goal:

Establish distressed asset acquisition and turnaround as a core, scalable business capability and
long-term strategic advantage. After years of successful execution, Year 5 focuses on formalizing
infrastructure, deepening sourcing capabilities, and embedding performance management to
support sustainable, repeatable growth.

Key Priorities:

e Formalize a Dedicated “Distressed Asset Division™: Create a permanent organizational
structure focused exclusively on sourcing, evaluating, acquiring, and turning around
distressed assets.

e Develop Proprietary Deal Flow Channels: Strengthen and formalize sourcing channels
to gain early access to high-quality opportunities

e Explore Public-Private Partnerships (Optional): Assess the viability of partnering with
government entities to support regional economic development and industrial
revitalization.

Conclusion:
If executed effectively, this phased strategy has the potential to establish distressed asset
acquisition and turnaround as a strategic differentiator and long-term value driver for the
organization.

TURNAROUND
ACQUISITIONS

Thank You
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