
COVID-19: Liquidity & Financing –
Cash Preservation & Generation

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

During this period of intense disruption, businesses will need to create robust and stress-tested financial 
forecasts and implement appropriate ‘self-help’ steps to improve liquidity, identify cashflow shortfalls and, 
where appropriate, secure access to additional funding.

The market environment

COVID-19 has impacted demand 
across almost every sector of the 
economy, with smaller businesses 
impacted more acutely.

Demand 
shock

Customers delay payments, as they 
are waiting for their own customers 
to pay. This causes a chain reaction 
of tightened liquidity.

Cashflow 
chain

This may be an issue for several 
sectors, where closed borders and 
reduced or zero flights may cause 
supply chain issues.

Supply 
challenges

The Bermuda Government have 
announced an unemployment 
benefit initiative for employees 
laid off or made redundant due
to the COVID-19 crisis.

Government:
unemployment 
benefit

Financial modelling stress testing must look at four components

Cash

— Determine the level of liquidity 
and crisis cash requirements. 

— This also includes identifying 
‘tactical’ working capital 
actions that will quickly 
optimise business cash flow.

Cost

— Categoristation and triage
of discretionary expenditure 
for cost control.

— Leverage multiple revenue 
forecast scenarios to develop 
organisational cost model 
various activity levels.

Customer

— Diagnostic to understand
how demand patterns
will be impacted.

— Revenue analytics supported 
by primary research for 
operational changes.

Capital

— Urgently review capital 
expenditure plans to test 
for requirement during 
immediate COVID-19 crisis.

— Identify capex reduction 
opportunities based on 
revised demand forecasts.

Stress
testing
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Mitigating actions

During the COVID-19 crisis, businesses will need to maximise their existing working capital availability. 
Mitigating actions can take time to implement, therefore acting decisively is critical.

In practice, most additional funding (over and above that generated by self-help) will 
need to be pursued through lenders or shareholders. Both the outcome and speed of 
any request is likely to be heavily influenced by the nature of requirement, strength 
of existing relationships and quality of the information supporting the request. 

How do you maximise the prospects of lender or shareholder support?

1. Understand your liquidity requirements to get through this period ASAP in order to define your 
additional funding requirements:

– Likely to require multiple scenarios to reflect different risks and time variables
– Need to be realistic about potential impacts to inform decision making, actions and any requests

2. Approach lenders / shareholders fast with your request

– A significant volume of lender requests will impact decision-making / speed – act now!
3. A well-articulated request will be hugely important to securing support at the first time of asking:

4. Understand your alternative options: 

– Given available timescales, Plan B / C should be pursued to provide potential fall backs

Core underlying strength: Demonstrate financial strength / performance prior to the current crisis

Contextualise your request: Articulate the nature of disruption and outline your proactive business response 

Self-help: Demonstrate the Board’s commitment to comprehensive self-help action. Important to 
minimising the financing ask, credibility and speed

Outline financial projections: Evidenced by a robust short term cashflow (usually 13 week) and medium term forecast to 
that trends back to ‘normal’ trading

Grounded assumptions and realistic sensitivity scenarios required to inform ask / risk profile

Well-structured ask: Clear request covering funding, required amendments and any available security provisions 

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
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Key points to consider

Acting now with some of the lighter 
actions my defer or lessen the 
requirements for more extreme 
measures further down the track.

Be
proactive

Cash preservation measures must 
be undertaken with regard to 
director’s duties under Companies 
Act 1981. Expert advice should be 
sought.

Directors’ 
duties

None of these choices are without 
consequences. Businesses should 
evaluate impact to minimise adverse 
consequences e.g. supplier failure.

Consider 
impacts

Government and bank support may 
depend on demonstrating that 
efforts to minimize the lending 
requirement have been made.

Get
prepared

Key contacts

Charles Thresh
Managing Director,
Head of Advisory
T: +1 441 333 2616
E: charlesthresh@kpmg.bm

Mark Allitt
Managing Director
T: +1 441 331 5106
E: markallitt@kpmg.bm

Mike Penrose
Senior Manager
T: +1 441 533 0125
E: michaelpenrose@kpmg.bm

• Assist businesses in presenting their underlying lending rationale in the best possible light to their key 
funding stakeholders

• Prepare forecasts and position key messaging with all key stakeholders

• Prepare contingency plans for alternative scenarios

• Advise on the strategies and approaches to execute financing processes

• Structure financing requests and negotiate terms

How we can help:

Likely lender reaction

We expect the following themes to emerge from Bermuda banks:

– Lenders may prioritize short term liquidity requests for existing customers over new transactions
– Banks will be looking to be supportive of existing customers where possible

o But requests will be evaluated on a case by case basis and lending criteria may not be relaxed
without Government support

– The depth of the bank’s credit and relationship teams will be tested, and likely to be supported by other 
resources from within the bank to manage volume

– Some banks continue to pursue new opportunities, but the bar is likely to be set higher.

KPMG in Bermuda’s Restructuring and Corporate Finance teams have the experience 
to provide multi-disciplinary support during the crisis.

kpmg.bm
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