DISCIPLINE
CONVERTS
UNCERTAINTY
INTO VALUE

but only when
uncertainty is
made measurable,
governableand ..
executable.

Daniel Vnuk, MEcon, MBA

Uncertainty is not automatically
destructive.

In stressed credit situations, uncertainty is not
automatically destructive. It becomes destructive
when facts remain unverified, liquidity is not
controlled and decisions move slower than credit
deterioration.

Discipline creates \Elh\ Risk becomes
In credit risk, restructuring . valuable only
and special assets, discipline ~ When leadership

converts uncertainty into stops treating
decision quality: verified uncertainty as
facts, cash control, downside harrative and
pricing and accountable starts governing

execution. it as exposure.
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Uncertainty is not the risk.
Unmanaged uncertainty is.

In credit risk, restructuring and special assets, value is lost when the situation remains
unverified, unpriced and unmanaged.
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Unverified Unpriced Uncontrolled

facts downside \ decisions

Management narrative outruns Recovery assumptions remain Time passes faster than

cash, collateral, legal position optimistic because downside governance can respond; delay
and operating reality. L cases are not forced into the becomes value leakage.

decision process.

Discipline converts uncertainty into value when it imposes facts, controls and
consequences. In distressed credit, uncertainty is priced before it is solved.
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The conversion mechanism

A

Discipline turns uncertainty into something management, creditors and committees can act on.

Contested, unprice
unmanaged
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EXECUTION

Liquidity, collateral,
legal position
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CONTROL
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DECISION

RIGHTS

Approvals,
escalation,
consequences

Milestones, recovery
routes, action

13-week cash flow,
deviations, leakage
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The Discipline Test

Can the situation be
verified, controlled,
decided and executed
before the discount
becomes permanent?

The objective is not to

~._ eliminate uncertainty.
The objective is to make it
governable enough to act.
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What discipline actually does

M - Discipline does not
easurable eliminate uncertainty.
Verified liquidity, .
collateral position, It converts uncertainty
legal status, creditor into a set of controls that

exposure and operating

facts. can survive stress.

If it cannot be measured,
it cannot be governed.
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Executable

Recovery routes, 02

— restructuring actions,
asset sales, Governable

enforcement options Reporting rhythm, cash

and accountable controls, decision rights,

ownership. escalation protocols and
milestone
conseqguences.

If it cannot be governed,
it cannot create value.
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Board and credit committee test

A stressed exposure should be tested by how well uncertainty is governed, not by how polished
the base case looks.

@ Can we verify the facts?
@2 Can we price the downside?
@ Can we control the cash? \

@4 Can we impose decision discipline?

@ Can we execute before value leaks?

Uncertainty becomes value only when discipline makes it measurable,
governable and executable.

Daniel Vnuk | Restructuring.lnsights

05



Uncertainty remains a
discount until discipline
makes it executable.

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 \]
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