
COVID-19: Financial forecasting 
& stress testing

— Have you factored in ongoing disruption and 
uncertainty into your financial forecasts and has
this been modelled across cashflow, P&L and
balance sheet?

— What are the new sales orders (demand-side) 
scenarios you have looked at and what assumptions 
are you making?

— How have you assessed existing sales orders or 
contracts and your ability both to fulfil them 
operationally and get paid?  What assumptions are
you making?

— To what degree have you reviewed your contractual 
commitments for potential issues, such as penalties 
for delays in supply?

The outbreak of COVID-19 and the impact on the economy is placing unprecedented pressure on businesses 
in Bermuda. 

Liquidity and funding is likely to be eroded significantly during this period of disruption. Securing a firm grip of 
the cash burn profile now is essential to the implementation of effective counter-measures, as part of a 
robust strategy to maintain financial resilience. 

The horizon over which your existing financial reserves and any debt facility headroom extend is critical in 
determining the commercial and operational levers you deploy in your response to COVID-19. 

A shorter runway results in fewer options. Maximising the runway length is the primary objective but clear 
visibility of the ‘end point’ (cash outage point) at all times will inform your approach. In a crisis, this should 
now be a daily task.

Charles Thresh, Managing Director,
Head of Advisory, KPMG in Bermuda

Apply scenario-based ‘risk overlays’ 
to base line cash forecasts01Step
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Model Mitigation Options (cash 
preservation & generation initiatives)02Step

Having identified the extent of the potential problem, the next stage is to understand what tasks can be undertaken on a 
‘self-help’ basis in order to maximise liquidity. 

Taking proactive steps now may help avoid more drastic action further down the line.

These are measures that firms can 
take ‘with no regrets’ that can 
improve liquidity. Examples include:
— Maximising existing payment 

terms with suppliers
— Ensuring debtor payments are 

received within agreed limits
— Reviewing policies and 

identifying ‘quick win’ savings.
— Accessing any COVID-19 

business support as it is 
announced by Government

These measures are likely to be 
more extensive and may result in a 
short-term loss of goodwill:
— Engaging with landlords on rent 

forbearance
— Deferring capital expenditure on 

growth projects
— Renegotiating payment terms 

with suppliers
— Removing or deferring 

unnecessary costs e.g. 
contractors working on non-
core activities, marketing

These are aggressive cash 
preservation options that may be 
suitable in certain circumstances:
— Deferring non-wage outflow via 

agreement or temporarily 
withholding payment

— Reducing overheads by 
closing/reducing operations 

— Considering voluntary reduced 
worktime or pay reduction 
options for employees

1 Implementing BAU 
liquidity ‘good practice’ 2 Moderate impact

‘tactical actions’ 3 Making ‘last resort’ 
changes

In some cases proactive changes made early on may 
avert significant stress…

Step 3: Review and iterate

…whilst ‘last resort’ interventions may be required in 
more acute situations

Overlay any ‘Special Measures’ 
COVID-19 strategy and review daily03Step

With support from landlords, Government and other stakeholders it may be possible to place viable businesses into 
‘hibernation’. Modelling the cash funding through the implementation of such a strategy will be crucial to avoid an 
unplanned insolvency event.   

The COVID-19 situation is changing rapidly and it remains important for businesses to review key assumptions daily. 

Presenting a robust stress-tested financial plan is likely to significantly improve the ease with which any COVID-19 
support measures from both Government and funders are accessed. 
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How KPMG is helpingDirectors’ considerations 

Employers have a duty to ensure the 
health and safety of their employees 
and customers so far as is 
reasonably practicable, including 
taking reasonable steps to control 
the spread of COVID-19 at premises 
under their control.

Health and 
Safety

Directors need to be cognisant of their 
fiduciary duties in respect of the 
company and, particularly, need to 
take care that they are not in breach of 
the Companies Act 1981 provisions in 
respect of fraudulent trading and 
fraudulent preference.

Director’s 
duties

Businesses should not incur more 
debt than they know they have no 
reasonable prospect of repaying.

Fraudulent 
Trading

Legal advice is crucial for Directors of 
any business in financial distress and 
guidance should be sought on 
‘reasonable and appropriate’ conduct 
in particular circumstances. In the 
current COVID-19 environment, which 
is presenting unique and extraordinary 
circumstances, there is likely to be 
more complexity in the interpretation 
of such matters.

Legal advice

Hibernation considerations

Stock and logistics

Strategy for stock held in warehouses, in upstream 
supply chain, retail stores etc.

Communication with warehouse or distribution 
providers to understand ownership, liens and costs of 
storage.

Employees

Whether key staff can be flexed with reduced 
working hours and / or using the lay off process 
available under the Employment Act 2000 and the 
extent of likely redundancies. Detailed scenario 
modelling will be necessary to determine if planned 
retention levels are viable.

Costs and liabilities

For the option to work effectively, it is essential that 
costs are kept as low as possible and liabilities are 
managed. Negotiations with key creditors will be key 
to this strategy  e.g. landlords, utility providers, in 
order to help facilitate significant cost reduction.

Exit strategy & communications/PR

Consideration of how the strategy would be 
communicated to key trading partners and 
stakeholders (internal and external) before and 
during hibernation would be key in managing the 
exit thereafter.

Hibernation is a highly unusual option but it may be suitable for certain businesses in the current circumstances. 
Key considerations of this approach would include:

KPMG is actively engaging in dialogue with the 
Bermuda Government, the BMA and Bermuda 
banks on the mechanisms required to support 
otherwise viable businesses in dealing with the 
existential economic challenges derived from the 
COVID-19 outbreak. 

As the largest Restructuring practice in Bermuda, 
and drawing on its extensive global network, 
KPMG’s team is prepared to deploy strategies for its 
clients to manage the crisis and is already assisting 
clients in acute and immediate financial distress.

kpmg.bm

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we 
endeavour to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will 
continue to be accurate in the future. No one should act on such information without appropriate professional advice after a thorough examination of the 
particular situation.
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