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• Where we have been
• What we need to do
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• Seizing new opportunities

Perspective
“For some organizations, near-term survival is the only agenda item.
Others are peering through the fog of uncertainty, thinking about
how to position themselves once the crisis has passed and things
return to normal. The question is, „What will normal look like?‟ While
no one can say how long the crisis will last, what we find on the
other side will not look like the normal of recent years.”
- Ian Davis, former Managing Partner, McKinsey & Company, 2009

WHERE WE
HAVE BEEN

A Rapid Timeline
• The World Health Organization declared COVID-19 a pandemic on
March 11, 2020, causing huge impact on people’s lives, families and
communities
• Families First Coronavirus Response Act (FFCRA) signed into law on
March 18 (effective April 1)

• Coronavirus Aid, Relief, and Economic Security Act (CARES) signed into
law on March 27, 2020
• Main Street Lending Program initial guidelines released Thursday, April 9

Coronavirus Makes Cash the Priority
Uncertain timing and severity of the pandemic
and the resulting shutdown have reduced
cash on hand and future cash flows

Working capital (cash) and
cost minimization may be
the priorities followed by
loss recovery support

Guidance and regulations
are placing new demands
on business leadership and
affecting cash flows

Operations and
workforce mgmt. will be
stressed by a constricting
environment that needs
to preserve cash

Business
Continuity
Supply and demand shock have
jolted the value chain and traditional
cash flows

Focus on Cash Management and Scenario Modeling
A phased approach to organizational response:
Strategic development

Tactical development

Form crisis team
•

•

Executives
• CEO/President
• COO
• CFO
• Treasurer
• Talent Mgmt.
Outside advisors
• Legal
• CPA
• Banker
• Insurance

Assess cash flow options
• Forecasting
• Real-time
dash boarding
• Multiple scenarios
• Include functional
leaders
• Operations
• Procurement
• Production
• Distribution
• Sales
• HR

Assess long-term impact
• Results of short-term
• Options
• Actual tactics
• Implications for
recovery plans
• Taxes & incentives
• Develop recovery
planning
• Bankruptcy and
restructuring options

Implementation
and reassessment
• Create & implement
• Dynamic planning
• Proactively manage
notifications & negotiations
• Lenders
• Vendors
• Lessors
• Workforce
• Regulatory issues
• Tax issues

Liquidity Issues & Management are Paramount
Cash forecasting

Develop dash boarding for current information and use multiple scenarios with
short and long-term time horizons (length will depend on economy, industry
sector, company)

Debt and obligations

Manage financial institutions versus trade creditors – e.g., A/P prioritization,
lines of credit modifications, interest, payment obligations, covenants,
adjustments

Workforce management

Staff planning, optimization, furloughs, notification requirements for salary
versus wage employees, as well as impact on payroll, benefits, retirement, etc.

Sales demand and mix

Analyze fluctuations/changes to customer, product and channel mix and
strategies

Supply chain

Manage supply of core goods, fluctuations in material/supply costs and
updated strategy

Receivables

Evaluate/model current A/R collection, understand customer mix and COVID19 impacts, update credit strategy, assess promotion and discount initiatives

Inventory management

Analyze SKU level adjustments, update supplier strategy and management

Economic and tax incentives

Monitor closely economic relief opportunities, tax and other incentives

WHAT WE
NEED TO DO

Looking Beyond Next Week
• Forecasting cash flow
• Look at 30, 60 and 90 days out
• Assumptions are difficult to identify – much uncertainty
• Key takeaway: Understand sensitivity of your assumptions and the impact on cash
flow and the bottom line

• Reassess any operational adjustments that were made more than a week
ago across key performance metrics

Revenue
• How has COVID-19 impacted your revenue stream?
• Has revenue shifted from one source to another?
• Restaurants from full service to carry-out only

• Are you fully functioning or have you increased operations due to
increased demands?
• Is your business totally shut down?

• Vary your revenue assumptions going forward
• It will be important to understand the impact on your bottom line

Gross Profit Margin
• Look at your direct cost components
• Labor cost
•
•
•
•

How has the pandemic impacted your labor cost?
Have you had to use independent contractors?
Are you incurring more overtime?
Additional costs of creating a safe work environment

• Inventory / material cost
• Are you able to secure supplies and materials?
• How has the cost been impacted?
• Do you need to identify new vendors and establish new terms of service?

• Other direct cost

Operating Expenses
• Expenditures not directly tied to the production of goods or services
• Typically fixed costs that do not vary directly with revenue, including:
•
•
•
•
•
•

Rent
Utilities
Payroll and benefits
Insurance
Office supplies
Sales and marketing

• How have you been able to reduce these costs?
• Is it temporary or permanent reductions?
• How will these changes impact operations as you emerge from
the pandemic?

Profitability and Cash Flow
• What is your new breakeven monthly sales volume, based on reduced
employees and abbreviated schedule?
• Key Performance Indicators have changed. How should you measure success?
• Consider maximizing debt forgiveness of your PPP loan but not at the expense
of better longer-term decisions regarding personnel costs.
• Re-visit debt assumptions if you refinanced some of your loans or if you termed
out a portion of your LOC.
• When should you consider bringing some of your employees back?

Beyond the Forecast: Scenario Planning
• Scenario planning is making assumptions on what the future is going to
be and how your business environment will change overtime in light of
that future.
• More precisely, scenario planning is identifying a specific set of uncertainties,
different “realities” of what might happen in the future of your business.

Scenario Planning

Dos and Don’ts of Scenario Planning

WHERE WE ARE
HEADED

Adapting Your Business to Secure Your Future

Crisis
Management

•

•

Immediate changes to people,
process, technology and
communications/dealings with
stakeholders
Cash conservation and cash flow
management

Stability

•

Gaining control over the situation

•

Starting to have the ability to think
proactively rather than reactively

•

Opportunity

•

Reimagining the organization’s
future and evaluating this against
the “old” long-term plan

•

Looking for ways to come out of
this stronger

•

Realigning organizational and
stakeholders’ objectives

Assessing new threats

SEIZING NEW
OPPORTUNITIES

To Attack or Retreat?
• During a recession, most companies go on the defensive
• Cost cutting / downsizing
•
•
•
•

People and training
R&D
Marketing
Technology

• Divestitures, closures and fire sales

Companies facing a
recession traditionally
do whatever is
necessary to conserve
cash today, even at
the expense of value
creation tomorrow.

But…Are You Missing an Opportunity?
• During a recession, most critical resources go on sale:
•
•
•
•
•
•
•
•

Talent
Ideas
Intellectual property
Brands
Materials
Equipment and technology
Access to and ways of reaching customers
Entire businesses

• One resource doesn’t (typically):
• Financial capital

Buy when there is
blood in the streets,
even if the blood is
your own.
- Baron Rothschild

What Should You Consider in Your Offensive Game Plan?
• Have a thorough understanding of personal and business long-term goals,
objectives, mission and vision
• Assess internal availability of resources
• Determine the business’s regular needs and gaps
• What will the new normal look like?

• Consider sources to fulfill your need
• Build/make
• Partner
• Buy

Resource Creation/Acquisition Tool
Current Situation
Talent and ideas
(people)
Capabilities
Geographic
market presence
Intellectual
property
Brands
Customers
Materials
Equipment and
technology

Build/Make

Partner

Buy

What Are Some Indicators That It’s Time to Shift to Offense?
• Financially under control
• Sufficient access to capital
• Focus is shifting from inside to outside
•

Others are capable of and empowered to putting out the fires

• Feel ahead of the game relative to your customers, suppliers and competitors
• Ready to make an investment and assume the accompanying risk
• Alignment of 5 Mountain constituents

What Should I Begin Doing Regardless?
• Remain cautiously optimistic
• Establish you short and mid term goals,
understand your resources and realign your KPIs
• Talking (not selling) to customers
•

What are their challenges? Can we help?

• Reach out to suppliers and other vendors
•

Serve as a resource to them as you can

• Communicate regularly with your people and
encourage their ideas

Your best ideas will
derive from staying
calm and assessing
the needs of the
marketplace and your
supply chain, not
through total isolation.

Resources and Help from RKL
• Visit our Coronavirus Resource Center at rklcpa.com for the latest resources
and insights.
• Need help with loan application process? RKL clients should visit RKL’s
Coronavirus Resource Center and click on the “loan application assistance” link
and we’ll be in touch.
• Tap into our experts for specialized support with issues such as cash flow and
other financial modeling, remote cybersecurity assessments, workforce planning
and HR compliance support, operations and business process redesign and
more.
• We’re also launching a program called the Adapt Business Sustainability
Program that provides the highest level of triaged support to your organization
based on a 60-day action plan.

THANK YOU FOR
PARTICIPATING .

FOCUSED

ON YOU.

Questions? Contact today’s presenters:
• pbarrett@RKLcpa.com
• rhurst@RKLcpa.com
Visit RKL’s Coronavirus Resource Center for
more updates and guidance.

