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COVID-19 SUPPLY CHAIN

DISRUPTION AND PREPARING FOR
THE FUTURE

The coronavirus has been a massive shock to supply chains — how do
businesses navigate this disruption, what support is available and where
can we get the latest information for their planning?

As the days and week’s slowly pass the disruption to the supply chain is self-evident. There has been a
cessation of most of international flights and their belly cargo. The visible knock-on impact is a shipping
movement slowdown and the downward trend of associated movement of sea containers.

The Australian Government immediately responded by backing Australia’s agriculture and seafood export
sectors through a new $110 million initiative to help exporters get their high-quality produce into key overseas
markets, with return flights bringing back vital medical supplies, medicines and equipment critical to the ongoing
health response.

The economic fall-out of this pandemic is an indication that business are ill-prepared for supply chain disruption
of this scale as most do not have a business continuity plan in place.

Traditional business cycles have been impacted and with the level of disruption to the supply chain, both
importers and exporters are seeking to understand how best to navigate this disruption. Key to that is
understanding what support is available, where the latest information from reliable sources can be accessed
and an accurate interpretation of the timing of next steps.

This unprecedented situation has evolved rapidly over a short space of time. The full effects will be felt
throughout 2020, and likely into 2021 and beyond.

Historically, businesses may have taken long term views on their approach to international business activity for
expansion and growth opportunities, product development and assessment of new markets.

Export Finance Australia (EFA) has ramped up their support to Australian exporters through the COVID-19
crisis by providing finance to Australian businesses when banks were unable to help. Most businesses think
about supply chain risk with a very narrow focus in terms of raw goods or product.

Common questions we are being asked include, ‘should we now look at the current environment through a new
lens?’ and 'should we be seeking to understand what is happening now; what will be happening in 3 months, 6
months, 9 months and beyond?’.

Simple phasing of this view could include the following elements and timings:
1-3 months (now!)

¢ Understanding the impact on the supply chain

e Access to reliable sources of information

¢ What goods are moving? Which goods aren’t?

e What support mechanisms are available?

e Funding support

e Networking support

e Grants
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No or low interest loans

Are there domestic opportunities for the sale and purchase of products (to replace the lack of import and
export opportunities)?

What supply chain elements can | digitalise and what key processes can | automate?
What can | do to improve my Cybersecurity?

How can | develop relationships with potential overseas buyers and suppliers? What IT solutions are
available?

How can | better understand the immediate needs of these partners?

Supply Chain modelling to be considered / cash flow models to be developed
Legal risks and contractual implications

Impact on Trade relations

Understanding determinations of ‘Force Majeure’ clauses in contracts (as it relates to a Pandemic)

3-6 months

If self-isolation restrictions are being lifted (in your jurisdiction) what does it mean for cross border trade?
Should | be reassessing “Just in Time” model to “Just in Case” framework?

Location optimisation (for product storage)

Are consumers seeking my goods in this phase? If not, what are they seeking?

Access overseas support networks to gauge opportunities — Austrade/Trade Associations/Ausindustry

Explore and interrogate the new Export Market Development Grant (EMDG) offering and other fresh
rounds of assistance

6-9 months

Production capacity
Negotiate freight rates
Logistics capacity pre-booking

Goods begin to move...pricing elements within the Supply Chain have been adversely impacted — how
will this impact consumers?

Preparation for exporting product / make full use of Free Trade agreements; and understanding how
nuances apply

In-country meetings may be available

9-12 months

Supply chains start to function — shipping and airfreight recommences with some consistency, but
services may be levied at a premium rate

Route optimisation
Customs simplification / until when?

Consumer demand for products may fluctuate depending on export market being targeted (how did that
country deal with COVID-197?)

Supply chain operators have highlighted that the level of disruption due to COVID-19 is unprecedented. Both
demand and supply has been impacted and SMEs involved in import and export will need significant support
to deal with, address and implement new measures and practices that could become the “new normal”.

“Supply chains can be extremely complex and difficult to manage. Bringing digital into the mix and automating
key processes should become an essential element of any business supply chain. But as we deal with the
disruption of Covid-19, it is now more imperative than ever to understand both the benefits and risks of digitising
your supply chain and positioning for the future.” Tony Marceddo Director for Securing Digital Futures, Edith
Cowan University.
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After a crisis there are two types of companies, the ones that will investigate this matter and map their supply
chains so that for any next sudden crisis they are prepared on multiple levels from contracts to production
locations. Companies that continue “business as it was” will likely have a rough transition to the new ways of
doing business. To this end it is timely and critical to understand how the old economy will transition into this
new world.

“Small businesses will emerge from the COVID-19 era with a greater understanding of how the traditional
analogue elements mix with new digital forms of work. In terms of efficiency and partner verification, companies
will focus on the quality and trust factor of their inputs. On-shoring is set to explode as a fresh look at sovereign
capability is considered for the first time in decades. Cybersecurity companies like Red Piranha, Sapien,
Asterisk and Diamond Cyber in Western Australia understand the importance of protecting indigenous
intellectual property and the integrity of their local supply chain.” lan Martinus Director WA AustCyber Innovation
Hub.

We will look to provide some direction initially around the immediate phase over the coming weeks as
businesses contend with the flood of information around the immediate impact of COVID-19. A structured
approach of dealing with the dynamics within these key periods may provide a way through this crisis for
businesses involved in cross border trade.

Author:
Darryl Daisley Director Customs and International Trade Pitcher Partners (WA)

Darryl Daisley is a Director within Pitcher Partners Taxation Services Team. Darryl has over 35 years’
experience working with a range of organisations, including the Australian Customs Service, a top-tier
accounting firm, as well as managing his own consulting business.

Darryl is an expert in International Trade, Customs, Free Trade Agreements, Fuel Tax Credits and various other
areas of indirect tax and government incentives. He has managed Australian Industry Participation Plans,
Customs and Fuel Tax issues for some of the largest mining, infrastructure, and resource processing projects
across Australia.

Darryl has been on the Association of Mining and Exploration Companies’ (AMEC) Corporate Regulation and
Taxation Committee since 1999 and currently represents AMEC on the Australian Taxation Office (ATO) — Fuel
Schemes Advisory Forum, the key industry forum influencing the administration of the Federal Fuel Schemes.
Darryl was the chairman of Western Australia’s Chamber of Commerce and Industry International Trade
Committee between 2008 and 2015.
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Making business personal

Darryl Daisley Pitcher Partners has the resources and depth
of expertise of a major firm, but with a boutique
firm feel. We give our clients the highest level
of personal service and attention. That’s
daisleyd@pitcher-wa.com.au the difference.

Director

+61 8 9322 2022

Pitcher Partners is an association of accounting
and business advisory firms located in
Adelaide, Brisbane, Melbourne, Newcastle,
Perth and Sydney. We have a strong reputation
for providing personal service and quality
commercial advice to our clients across a broad
range of industries.

We specialise in working with middle market
businesses in Australia, including privately
owned, foreign controlled, government owned
and not-for-profits. Our clients require high
technical standards, matched with a personal
understanding and involvement in their affairs.

Each Pitcher Partners firm is also an
independent member of Baker Tilly
International, one of the world’s leading
networks of independently owned and managed
accountancy and business advisory firms. Our
strong relationship with other Baker Tilly
International member firms has allowed us to
open many doors across borders for our clients.

@ pakertilly

Adelaide Brisbane Melbourne Newcastle Perth Sydney NETWORK MEMBER

Pitcher Partners is an association of independent firms. Liability limited by a scheme approved under .
Professional Standards Legislation. Pitcher Partners is a member of the global network of Baker Tilly International p'tcher_ com.au
Limited, the members of which are separate and independent legal entities.
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