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Employees: A critical factor in corporate restructuring

Insolvent companies must in particular seek to retain the expertise of their most

important employees

This is the view taken by around 93 percent of the insolvency administrators active in
Germany. Frequently, top employees are the first to try their luck in the labor market in
the event of a crisis. This robs the insolvent company of crucial expertise. For this rea-
son, employees should be taken into account as a key factor in the insolvency process.
This means that swift initiation of insolvency proceedings is crucial. 98 percent of the
experts stress that an ailing company can improve its chance of survival substantially if it
lodges an application for insolvency at an early stage. Swift and professional restructur-
ing minimizes the risk of competitors wooing the remaining key holders of expertise dur-
ing the acute crisis phase. These are the results of a study entitled “Rescue from Insol-
vency” by Euler Hermes Kreditversicherungs-AG and Zentrum fir Insolvenz und
Sanierung at the University of Mannheim (ZIS).

51 percent of the exerts interviewed recommend specifically identifying and utilizing
management expertise during the restructuring process. Employees’ strategic knowl-
edge is particularly important in this respect. In a crisis situation, the relationship be-
tween staff and management in any case suffers for the most part. Accordingly, special
confidence-inspiring measures are necessary to preserve employees’ loyalty. Yet, ac-
cording to experts, this is frequently a problem. In a previous survey to identify the most
frequent causes of insolvency, 44 percent of the insolvency administrators stated that
insufficient transparency and communication errors on the part of managers frequently
conceal the existing crisis for too long. This harbors the risk of sustained impairment to
employee trust. In the event of a crisis, it is therefore crucial to regain employees’ loyalty

as quickly as possible.
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Basis for developing a restructuring model

The company must still be active in the market

The necessary employees must still be available

Orders must still be available

Work which has been commenced must be completed and it must be possible to sell the products
The reasons for any losses prior to insolvency must be discernible and eliminated

Customers should be satisfied with the quality of the deliveries

The information available should be sufficient to develop a viable concept

It must be possible to communicate appropriately with the parties involved

It must be possible to develop a restructuring plan

The creditors must be willing to accept a compromise

Simple cost accounting/cost accounting and the rudiments of a controlling
system/functioning controlling system must exist*

The company must have something special that sets it apart from the competition
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Question: What conditions must an insolvent company with revenues of ... million meet as a basis for developing a restructuring plan and finding investors?
(aided; top-two box on a scale from 5 (very important) to 1 (not important); basis: insolvency administrators n = 106)
*Item wording dependent on size of company (below 0.5 million, 0.5 to under 5 million, over 5 million).

Information on the study:

Entitled “Rescue from Insolvency - Opportunities, Barriers and the Particular Role of
Private Equity”, this study marks the continuation of the insolvency study first presented
by Euler Hermes Kreditversicherungs-AG in conjunction with Zentrum fr Insolvenz und
Sanierung at the University of Mannheim in 2006. For this study, KOHORTEN-Institut in
Wiesbaden asked 106 insolvency managers and 69 M&A advisors, private equity man-
agers and corporate restructurers for their views on the possibilities and obstacles aris-

ing from insolvency proceedings.

Press Contacts:
Euler Hermes Kreditversicherungs-AG, Germany :
Sabine Enseleit — +49 (0) 40/ 88 34 - 1033 — Sabine.Enseleit@eulerhermes.com
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Euler Hermes is the worldwide leader in credit insurance and one of the leaders in the areas of bonding,
guarantees and collections. With 6,000 employees in 51 countries, Euler Hermes offers a complete range
of services for the management of B-to-B trade receivables and posted a consolidated income premium
of 2.1 billion euros in 2007.

Euler Hermes, subsidiary of AGF and a member of the Allianz group, is listed on Euronext Paris. The
group and its principal credit insurance subsidiaries are rated AA- by Standard & Poor’s.

www.eulerhermes.com

These assessments are, as always, subject to the disclaimer provided below. Cautionary Note Regarding Forward-Looking State-
ments: Certain of the statements contained herein may be statements of future expectations and other forward-looking statements that are
based on management's current views and assumptions and involve known and unknown risks and uncertainties that could cause actual
results, performance or events to differ materially from those expressed or implied in such statements. In addition to statements which are
forward-looking by reason of context, the words ‘may, will, should, expects, plans, intends, anticipates, believes, estimates, predicts,
potential, or continue’ and similar expressions identify forward-looking statements. Actual results, performance or events may differ materi-
ally from those in such statements due to, without limitation, (i) general economic conditions, including in particular economic conditions in
the Allianz SE's core business and core markets, (ii) performance of financial markets, including emerging markets, (iii) the frequency and
severity of insured loss events, (iv) mortality and morbidity levels and trends, (v) persistency levels, (vi) the extent of credit defaults (vii)
interest rate levels, (viii) currency exchange rates including the Euro-U.S. Dollar exchange rate, (ix) changing levels of competition, (x)
changes in laws and regulations, including monetary convergence and the European Monetary Union, (xi) changes in the policies of central
banks and/or foreign governments, (xii) the impact of acquisitions, including related integration issues, (xiii) reorganiza
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