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AGENDA 
CPA Australia Update 

• Update and current state

 Regulator updates and government announcements

• What we anticipate next

• Insolvency Matters (John)

Presentation Topics

• Dealing with clients in financial distress

• Business continuity and contingency planning

• Cash Flow - working capital and liquidity

• Changes to the insolvent trading regime

CPA Australia Policy & Advocacy, Resources 

Q&A 
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CPA AUSTRALIA OVERVIEW:
• UPDATE ONSTIMULUS MEASURES
• CURRENT STATE OF ECONOMY
• INSOLVECY MATTERS



UPDATE ON 
AUSTRALIAN 
STIMULUS 
MEASURES

SINCE OUR LAST COVID-19 WEBINAR ON 30 
MARCH 2020, THE FOLLOWING HAS HAPPENED:

• THE FEDERAL GOVERNMENT ANNOUNCED AND 
LEGISLATED THE $130BN JOBKEEPER WAGE 
SUBSIDY

• THE NATIONAL CABINET AGREED TO DEVELOP 
A MANDATORY CODE OF CONDUCT FOR 
COMMERCIAL TENANCIES

• THE CORONAVIRUS SME GUARANTEE LOAN 
SCHEME HAS BEGUN

• THE FEDERAL GOVERNMENT ANNOUNCED AN 
EARLY CHILDHOOD EDUCATION AND CARE 
RELIEF PACKAGE

• THE AUSTRALIAN BANKERS ASSOCIATION 
ANNOUNCED THAT BUSINESSES WITH TOTAL 
LOAN FACILITIES OF UP TO $10 MILLION WILL 
BE ABLE TO DEFER REPAYMENTS OF LOANS 
ATTACHED TO THEIR BUSINESS FOR SIX 
MONTHS. 

https://treasury.gov.au/coronavirus/sme-guarantee-scheme
https://ministers.dese.gov.au/morrison/early-childhood-education-and-care-relief-package
https://www.ausbanking.org.au/banks-to-help-commercial-landlords-who-help-tenants/


JOBKEEPER PAYMENT OVERVIEW

• The JobKeeper payment provides a wage subsidy of $1500 per fortnight per 
eligible employee and other eligible recipients for up to six months for 
eligible businesses.

• Read CPA Australia’s commentary in InTheBlack Digital

• Review CPA Australia’s Frequently Asked Questions

• Review Treasury’s Frequently Asked Questions

• See CPA Australia’s media release

• Read CPA Australia’s submission to Government
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https://aus01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fclick.e.cpaaustralia.com.au%2F%3Fqs%3Dc74198f64d5267a2e5af71ebb90abf28b6715051bc285054a43847f6eecd0a71ee475fa614436c84c422c8a13514a9baeec23341b12b3a2d&data=02%7C01%7Cjosh.ang%40cpaaustralia.com.au%7C0d625919984e45fd7bd108d7dc34b3c0%7C8d38bb39597f45b88be924005692c305%7C0%7C0%7C637219991253098530&sdata=S98y2eWgbS2LsUK3rLntbJUqY7MqT%2FPvy3vTSD117yY%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fclick.e.cpaaustralia.com.au%2F%3Fqs%3Dc74198f64d5267a24cae8b0e4682208bc4893aa994ce37993960e943a9ab34bbbeef6626c050f71b307474ea9f97106dcd674e6c6473afb8&data=02%7C01%7Cjosh.ang%40cpaaustralia.com.au%7C0d625919984e45fd7bd108d7dc34b3c0%7C8d38bb39597f45b88be924005692c305%7C0%7C0%7C637219991253098530&sdata=FWauudUjiEX462exmRoZwDq4eUEmo9xpvZA%2B%2BYcbyrA%3D&reserved=0
https://treasury.gov.au/sites/default/files/2020-04/JobKeeper_frequently_asked_questions_2.pdf
https://aus01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fclick.e.cpaaustralia.com.au%2F%3Fqs%3Dc74198f64d5267a2f9be6abc78627f45cc34243cd22e993748b01127b0e9f767a1d2b78b2932adfabe626bd733de40b6e4943426fda03ffd&data=02%7C01%7Cjosh.ang%40cpaaustralia.com.au%7C0d625919984e45fd7bd108d7dc34b3c0%7C8d38bb39597f45b88be924005692c305%7C0%7C0%7C637219991253108523&sdata=DKzMdyMjoGoUoNqstPUyAoyzEeH%2BstSJAE9bVj2WL1I%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fclick.e.cpaaustralia.com.au%2F%3Fqs%3Dc74198f64d5267a287108b472c00879ff9b8e0357b6cef5ff36941f1e9616b106f6ec0264882bffec17df40e300991fd7613212b8b6516b0&data=02%7C01%7Cjosh.ang%40cpaaustralia.com.au%7C0d625919984e45fd7bd108d7dc34b3c0%7C8d38bb39597f45b88be924005692c305%7C0%7C0%7C637219991253108523&sdata=tggfhrIKjMegktt%2BOiumcuOhOaxPn13aKT3nyfd%2Bvv0%3D&reserved=0


COMMERCIAL 
TENANCIES
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THE NATIONAL CABINET HAS AGREED TO A 
MANDATORY CODE OF CONDUCT FOR SME 
COMMERCIAL LEASING DURING COVID-19 
WHERE A TENANT IS ELIGIBLE FOR THE 
JOBKEEPER PAYMENT AND HAS A TUROVER 
OF LESS THAN $50 MILLION 
THE LEASING PRINCIPLES INCLUDE:
• Landlords must not terminate leases due to non-

payment of rent during the period the JobKeeper
program remains operational

• Tenants must remain committed to the terms of 
their lease

• Landlords must offer tenants proportionate 
reductions in rent payable in the form of waivers 
and deferrals based on the reduction in the 
tenants trade during this period

• Rental waivers must constitute no less than 50 
per cent of the total reduction in rent payable

• Payment of rental deferrals by the tenant must 
be amortised over the balance of the lease term 
for a period of no less than 24 months

https://www.pm.gov.au/sites/default/files/files/national-cabinet-mandatory-code-ofconduct-sme-commercial-leasing-principles.pdf


RECENT ECONOMIC FORECASTS FOR 
AUSTRALIA

AFR MARCH QUARTER SURVEY OF ECONOMISTS

• The median unemployment rate forecast for December is 8.0%
• The median forecast of economists is the Australian economy to contract 

3.9 per cent in 2020
• For the 2021 calendar year, the median forecast is for Australia’s economy 

to grow 3.2 per cent in 2021

Most current 
reading

Median 
forecast

Bill Evans 
Westpac

Shane Oliver 
AMP 

Gareth Aird
CBA

Peak in 
unemployment 
rate

5.1% 
(February 

2020)

8.5% (at the 
end if June) 9% 9.5% 7.8%

SOURCE – Australian Financial Review 6 April 2020
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LATEST ABS 
STATISTICS –
IMPACT OF 
COVID-19 ON 
BUSINESS 
REMAINING  
OPEN
(7 APRIL 2020)

• 90 PER CENT OF BUSINESSES REPORTED 
THAT THEY WERE OPERATING IN THE 
WEEK COMMENCING 30 MARCH 

• OF THOSE NOT OPERATING, 70 PER CENT 
ATTRIBUTED IT TO COVID-19 

• HARDEST HIT SECTORS ARE:
• ARTS AND RECREATIONS SERVICES (47 

PER CENT OPERATING)
• INFO, MEDIA AD TELECOMS (65 PER 

CENT OPERATING)
• ACCOMODATION AND FOOD SERVICES 

(69 PER CENT OPERATING)
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LATEST ABS 
STATISTICS –
CHANGES IN 
WORKFORCE
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• 47 PER CENT OF BUSINESSES MADE 
CHANGES TO THEIR WORKFORCE 
ARRANGEMENTS AS A RESULT OF COVID-19

• THE MOST COMMON WAY THAT BUSINESSES 
HAD CHANGED WORKFORCE 
ARRANGEMENTS IN THE LAST TWO WEEKS 
WERE:
• TEMPORARILY REDUCED WORK HOURS –

27 PER CENT
• STAFF PLACED ON PAID LEAVE – 11 PER 

CENT
• STAFF PLACED ON UNPAID LEAVE – 9 PER 

CENT

• OF THE LARGEST EMPLOYING INDUSTRIES, 
ACCOMODATION AND FOOD SERVICES SAW 
THE BIGGEST SHIFT, WITH 70 PER CENT 
TEMPORARILY REDUCING WORK HOURS



LATEST ABS 
STATISTICS –
BUSINESS 
OPERATIONAL 
IMPACTS OF 
COVID-19

• 66 PER CENT OF AUSTRALIAN BUSINESSES 
REPORTED THEIR TURNOVER OR CASH FLOW 
HAD REDUCED AS A RESULT OF COVID-19 (4 per 
cent reported an increase)

• 64 PER CENT REPORTED A REDUCTION IN 
DEMAND FOR THEIR PRODUCT OR SERVICES 
(11 per cent reported an increase)

• 29 PER CENT REPORTED DIFFICULTIES IN 
SOURCING STOCK

• 38 PER CENT HAVE CHANGED HOW THEY 
DELIVER THEIR PRODUCTS OR SERVICES 
(INCLUDING SHIFTING ONLINE), ESPECIALLY IN 
THE ACCOMODATION AND FOOD SERVICES AND 
HEALTH CARE SECTORS

• 38 PER CENT HAVE RENEGOTIATED THEIR 
LEASE AND RENTAL AGREEMENTS, ESPECIALLY 
IN ACCOMODATION AND FOOD SERVICES AND 
RETAIL TRADE

• 24 PER CENT HAVE DEFERRED LOAN 
REPAYMENTS

• 16 PER CENT HAVE DEFERRED OR CANCELLED 
INVESTMENT PLANS (26 PER CENT BROUGHT 
THOSE PLANS FORWARD)
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S&P/ASX 200 INDEX, GLOBAL FINACIAL CRISIS VS 
COVID-19 PANDEMIC

GFC, 2 Jan 2007 – 31 Dec 2009  (Market peak=100) 
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COVID-19, 2 Jan 2020 - present  (Market 
peak=100) 

Source: Yahoo! Finance
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Collapse of Lehman Brothers
WHO declared COVID-19 a 

pandemic



THE MEANING OF INSOLVENCY

CORPORATIONS ACT 2001 - SECT 95A.

(1) A person is solvent if, and only if, the person is able to pay all the person's 
debts, as and when they become due and payable

(2) A person who is not solvent is insolvent
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THE 'CASH FLOW' TEST OF INSOLVENCY

“The cash flow test provides that a company is insolvent when it is unable to 
pay its debts as they fall due. It is of no consequence, under this test, that 
assets exceed liabilities. 

The important point is: can the company pay its way in carrying on its business? 

The court, in examining whether a company is suffering cash flow insolvency, 
will consider whether the company is actually paying its debtors”.
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INSOLVENCY VS A TEMPORARY LACK OF 
LIQUIDITY

‘Insolvency is expressed in s 95 as an inability to pay debts as they fall due out 
of the debtor’s own money. 

But the debtor’s moneys are not limited to cash resources immediately 
available.

They extend to moneys which he can procure by realising by sale or mortgage 
or pledge of his assets within a relatively short time – relative to the nature and 
amount of debts and to the circumstances, including the nature of the business, 
of the debtor’
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A TEMPORARY LACK OF LIQUIDITY Vs 
INSOLVENCY – HOW IS EASY IS IT TO BE 
CERTAIN?

“The first is an embarrassment, the second is a disaster. It is easy enough to 
tell the difference in hindsight, when the company has weathered the storm or 
foundered with all hands; sometimes it is not so easy when the company is 
still contending with the waves.”
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DETERMINING "DUE AND PAYABLE"

“[T]he commercial reality that creditors will normally allow some latitude in time 
for payment does not, in itself, warrant a conclusion that the debts are not 
payable at the times contractually stipulated and have become debts payable 
only on demand”.
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INDICATORS OF INSOLVENCY
ASIC’s Regulatory Guide 217 Duty to prevent insolvent trading: Guide for 
directors (extract from Table 2 of the Appendix)

• The company has a history of continuing trading losses.

• The company is experiencing cash flow difficulties.

• Creditors are not being paid on agreed trading terms.

• The company is not paying its Commonwealth and state taxes when due.

• Legal action is being threatened or has commenced against the company.
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INDICATORS OF INSOLVENCY
ASIC’s Regulatory Guide 217 Duty to prevent insolvent trading: Guide for 
directors (extract from Table 2 of the Appendix)

• The company has reached the limits of its funding facilities

• The company is unable to produce accurate financial information.

• Company directors have resigned, citing concerns about the financial 
position of the company.

• The company auditor has qualified their audit opinion on the grounds there is 
uncertainty that the company can continue as a going concern.
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DELIOTTE FINANCIAL ADVISORY 
• DEALING WITH CLIENTS IN FINANCIAL 

DISTRESS 
• BUSINESS CONTINUITY AND 

CONTINGENCY PLANNING 
• CASH FLOW – WORKING CAPITAL AND 

LIQUIDITY  
• CHANGES TO THE INSOLVENT 

TRADING REGIME



DEALING WITH CLIENTS IN FINANCIAL 
DISTRESS 
Respond effectively to Recover & Thrive 
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AGENDA 
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Business Continuity

Contingency Planning

Cash Flow

Liquidity & Working Capital 

Changing Insolvency Landscape

Further Thoughts



DISCLAIMER

This session is provided to assist with a broad understanding of issues to be 
mindful of when a client may be in financial distress and should not be 
construed as advice for a particular circumstance.

Whilst we may refer to tax planning and relevant transactions, we highlight that 
this is for discussion purposes and our field of expertise is dealing with 
underperforming businesses and insolvency as opposed to taxation advice.

Should an issue arise that is applicable to the content of this session then 
attendees are welcome to contact Deloitte to discuss the matter directly on 
(02) 9840 7000.
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OUR EXPERTISE
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Stress spectrum Can’t
be saved

Highly
stressedDistressed Underperforming Need a step

change

Market 
Segment

Assets to be liquidated Salvageable through 
formal sale or 
restructure

Salvageable without 
formal process

Turnaround required 
with debt / capital 
options narrowing

Secure balance sheet 
but needing a step 
change

SME

Mid-Market

Large 
Mid-Market 
& Foreign

ASX 200

Public 
Sector

Liquidation 

Bankruptcy

Contingency 
Planning

Voluntary 
Administration

Receiverships

Recover & 
Transform

Consulting / FAS

M&A selling a 
turnaround & 
cashing out 
value

Turnaround to 
drive up profit 
& into cash fast

Debt & capital 
restructure to 
recreate time 
and options

Stabilise & 
buy time

Advising public sector on stress exposures
Financial & 
commercial 
decisions

Financial 
Management Budget efficiency

Capability 
transition

Capability 
transition



CHANGING 
INSOLVENCY 
LANDSCAPE 



INDICATORS OF INSOLVENCY - ASIC v PLYMIN 
(2003)

Identify and Prevent
1. Continuing losses

2. Liquidity ration below 1.0

3. Overdue taxes and other statutory obligations

4. Poor relationship with banks, including inability to borrow additional 
funds

5. No access to alternative finance

6. Inability to raise further equity capital

7. Suppliers place entity on COD terms, or otherwise demanding 
special payments before resuming supply
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INDICATORS OF INSOLVENCY - ASIC v PLYMIN 
(2003)

Identify and Prevent

8. Creditors paid outside trading terms

9. Issuing post dated cheques

10. Dishonouring cheques

11. Special arrangements with selected creditors

12. Payments of rounded sums, not reconcilable to invoices

13. Solicitors letters/summons/judgements issued against the 
company

14. Inability to produce timely and accurate financial information
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ADDITIONAL WARNING SIGNS
Identify and Prevent

30

Breakdown 
of internal 
controls

High & 
increasing 

gearing (Debt to 
equity)

Deteriorating 
profitability

Continuing 
trading losses

Lack of risk 
management

Negligent or 
incompetent 
management 

Insolvency - the point when 
you are unable to pay your 
debts as and when they fall 
due.
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Is this company insolvent? What is insolvency?

CASH FLOW ISSUES – RECOGNISING INSOLVENCY

Insolvency describes a person’s or company’s inability to pay all of their debts
as and when they fall due

Directors can be personally liable for continuing to trade a company whilst insolvent.

Key tests:
• Cash flow test 

• Balance sheet test

• A consideration of all aspects of the 
Company’s circumstances

Insolvency is NOT:
• A temporary lack of liquidity

• An inability to borrow to repay debts

Resources available to meet Liabilities Debts due and payable

$

[ ]



TEMPORARY FEDERAL GOVERNMENT MEASURES IN 
RESPONSE TO COVID -19 
The Coronavirus Economic Response Package Omnibus Act 2020 (Cth) amendments 
were passed by parliament on 23 March 2020 to provide temporary relief for 
financially distressed businesses.

Before COVID-19 Now



DIRECTOR DUTIES

Directors have specific duties and obligations in carrying out their role. In 
uncertain times, directors need to understand how their duties may change 
when faced with financial distress and who they can turn to for expert advice.

33

Who do directors owe duties to?

The obligation of company directors is to act in ‘the best interests of the 
company as a whole’.

During times of financial uncertainty, the scope of their duties broadens to include 
an obligation to interests of creditors. Court decisions indicate that the law requires 
directors to:

• give increased and proper consideration to creditors

• not favour one group of creditors over another, and

• not act in a way which prejudices the interests of creditors.



DIRECTOR DUTIES

Directors have specific duties and obligations in carrying out their role. In 
uncertain times, directors need to understand how their duties may change 
when faced with financial distress and who they can turn to for expert advice.
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Is the Company insolvent?

• Insolvency is characterised by an ’endemic shortage of working capital’ which is 
distinct from temporary cash flow challenges

• The determination of insolvency at a point in time requires a careful and honest 
assessment of a company’s financial position, taken as a whole.

• Insolvent trading is a criminal offence and may impact a directors personal 
financial position



GENERAL DUTIES – DIRECTORS AND OFFICERS
Corporations Act 2001 (Cth)
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Section Civil/Criminal obligation
180     Care and diligence Civil
181     Good faith Civil
182     Use of Position Civil
183     Use of information Civil
184     Good faith, use of position and use of information Criminal 
286     Obligation to keep financial records Civil 
429     Officers to report to controller about corporations affairs Civil 

438B   Directors to help administrator Civil 
475      Report on Company Activities and property (ROCAP) to be 
submitted to liquidator

Criminal 

530A   Officers to help liquidator Criminal
588G   Director's duty to prevent insolvent trading by a company Criminal



CHANGES TO INSOLVENT TRADING – TEMPORARY 
RELIEF
The Coronavirus Economic Response Package Omnibus Act 2020 (Cth)
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• Directors are not required to prove nexus of insolvency to the COVID-19 
pandemic

• The changes are limited to the civil penalty provisions, not the criminal offence 
(dishonest purpose)

• Currently 6 months relief from 25 March 2020, but may be extended
• The relief only relates to debts incurred in the ordinary course of business i.e. 

debts that are necessary to the continuation of the business, with specific 
exclusions for dishonest and fraudulent activities.

• The Company’s requirements to pay remain
• Holding Companies can rely on the temporary safe harbour if reasonable steps 

are taken to ensure it applies to the subsidiary’s directors
• No changes to Director’s other statutory/general duties 



BUSINESS 
CONTINUITY



38

INDUSTRIES AT RISK – PERCEPTION OF ADVERCE IMPACT
ABS data shows most sectors expect a significant impact, though not feeling it yet



INDUSTRY STRESS MAP – SOME INDUSTRIES ARE 
MORE AT RISK OF EMPLOYMENT DISRUPTION THAN 
OTHERS 
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INDUSTRIES AT RISK – SHUTDOWNS ARE AFFECTING 
KEY SECTORS BUT EMPLOYMENT IMPACT WILL 
BROADEN OVER TIME

40
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There are five key pillars to be considered as 
Australian businesses look to effectively respond, 
recover and thrive 
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CRISIS MANAGEMENT – Respond effectively 
to Recover and Thrive
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The heart of resilient leadership: responding to COVID-19



CRISIS MANAGEMENT – Respond effectively 
to Recover & Thrive

44

Confirm resilience plan +  Nominate task force team (and backup) and empower 
the command centre 



CRISIS MANAGEMENT – Respond effectively 
to Recover and Thrive
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CRISIS MANAGEMENT – Respond effectively 
to Recover and Thrive
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CRISIS MANAGEMENT – Respond effectively 
to Recover and Thrive
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CRISIS MANAGEMENT – Respond effectively 
to Recover and Thrive
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CRISIS MANAGEMENT – Respond effectively 
to Recover and Thrive
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CASH FLOW
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COVID CASHFLOW ASSESSMENT 
Where are we? Cash is King
What your clients should be doing right now

• Preparing at least a 13 week cashflow forecast

• Assessing what scenarios might play out, and how would these 
impact the cashflow?

• What are the timeframes for these scenarios?

• What operational and financial levers can we pull to respond 
and mitigate risk?

• Do we need access to capital? When? How much?

• What payments can be deferred, not paid

• What is our plan and next steps? Respond  - Recover  - Thrive



CASH FLOW IMPROVEMENT 
Where can cash be found?
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Termination 
Stand Down 
Employees

Secure 
Finance

Negotiate: 
Suppliers 
Landlords

Converting 
Assets to 

Cash

Restructure

Deferral of 
payments



TERMINATION OF EMPLOYEES 
Every organisation, large and small, is facing unprecedented challenges in how 
to manage the various implications on their workforce as a result of COVID-19

53

Where can cash be found?
• Temporary closure of operations - stand down of employees
• Meeting salary costs
• Alternative forms of remuneration – employee share schemes
• Redundancies
• Workforce stimulus packages (JobKeeper & PAYG Remission)
• Termination of casual staff to the right size of the cost base of the business 
• Encouraging employees to take accrued leave.



CONVERTING ASSETS TO CASH 

Cash is the most liquid asset. Converting assets to cash can assist a company 
with meeting it’s short term obligations. 

• Debt collection (Account receivables)
• Sale of underutilised assets
• Closure of sites or venues (if affordable)
• Pushing out supplier payments (making use of 6 month extension to 

statutory demands)
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Where can cash be found?

=



NEGOTIATE: SUPPLIERS, LANDLORDS 

Contracts are the foundation of all businesses (whether with clients, 
suppliers, employees, financiers, service providers or stakeholders). 
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Where can cash be found?

• Extension of time to pay rent with 
landlords 

• Extension of payment terms with 
financiers

• Extended payment terms with 
suppliers

• Mandatory code for commercial 
tenants and landlords

Assess – internal view
• Reviewing contracts affected by the current crisis; 

and
• Decide what contractual actions are required

Respond – external view
• Approaching clients, suppliers, financiers, tenants 

to understand their ability to maintain the 
contract; and

• Negotiate & amend relevant contracts.

Thrive – learn from the crisis
• Implement processes to monitor and manage   

the new and interim arrangements; and
• Post the crisis, efficiently unwind temporary  

contractual arrangements.



SECURE FINANCE
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Where can cash be found?

• Additional loan facilities

• Secured finance facilities

• Capital injection from existing or new 
shareholders

• Take advantage of the government’s 50% 
backed loans

• What other funds can be injected by the 
owners – and what security should they be 
taking in return?



RESTRUCTURE
A restructuring plan doesn’t need to be long or complex. As long as it 
has clear and appropriate steps to getting the company back to 
financial health 
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Where can cash be found?

Never waste a good crisis

• Do your clients have an overly complicated 
corporate structure?

• Are they injecting funds and could benefit from 
taking a security position over the entity?

• Conduct a full review of the company’s structure and 
the clients asset protection position



DEFERRAL OF PAYMENTS 
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Where can cash be found?

• Negotiating with suppliers to extend payment terms

• The Australian Taxation Office and banks have announced 
their willingness to defer payments. A proactive approach 
can either see payments deferred out, of creditors accepting 
a smaller amount for immediate payment (both should be 
considered)

• Consider whether its time to put your customers on COD 
terms, so they don’t do it to you



LIQUIDITY AND 
WORKING 
CAPITAL 
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Liquidity 



UNDERSTANDING THE CURRENT POSITION 
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Trading 
outlook & 

core 
business 
viability

Contingencies 
& Scenarios

Do we have sufficient 
cash or liquidity lines 
to continue to 
operate long enough 
to develop and 
implement a 
turnaround plan? 

What is a reliable 
short and medium 
trading outlook? Is 
the trajectory 
obviously terminal 
or redeemable? Is 
there a viable 
core?

Where do key 
stakeholders currently 
stand, what are their 
options & what will it 
take to have their 
initial support to buy 
time  to develop a 
turnaround the 
business?

If the company 
entered voluntary 
administration today, 
what would the 
outcome be for key 
stakeholders?

Short term 
stabilisation 

& stakeholder 
support

Liquidity



LIQUIDITY

Do we have sufficient cash or liquidity lines to continue to operate 
long enough to develop and implement a turnaround plan? 
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ADDRESSING THE FINANCIAL IMPACT OF 
COVID-19 
Scenario Assessment – Act quickly to provide certainty
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Scenario Considerations
You should consider the following:



LIQUIDITY
As a result of the COVID-19 crisis businesses are facing unprecedented 
pressure on their liquidity positions and operating models

64

Issues

1.Underperforming or non-core business operations

Increased pressure on cash, with a need to deploy capital to protect core 
business operations.

2.   Maintaining liquidity in uncertain and volatile markets 

Difficulties in managing and communicating a rapidly deteriorating liquidity 
position and assessing the potential trajectory of the liquidity position.

3. Credit risk recovery 

How an organisation plans to recover



LIQUIDITY
As a result of the COVID-19 crisis businesses are facing unprecedented 
pressure on their liquidity positions and operating models
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Issues

4. Liquidity and Tax obligations

There are tax opportunities that provide for capital and cash to be unlocked or 
injected into the business. 

5. Increase existing or new debt facilities

The revenue lost in this period represents a permanent loss, rather than a timing 
difference, and is putting sudden, unanticipated pressure on working capital lines 
and liquidity. 



LIQUIDITY
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Response

1.Underperforming or non-core business operations
Phase 1: Options Analysis
Phase 2: Implementation Planning
Phase 3: Execute the plan with hands-on, practical assistance and support 

from us to help group and local management teams

2.   Maintaining liquidity in uncertain and volatile markets 
• Enable short-term forecast in an easy to digest flash report
• Assist in refinancing debt as needed and dealing with additional credit 

needs early
• Help with stakeholder communication



LIQUIDITY
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Response

3.   Credit risk recovery 
• Review, assessment and advice relating to the development and 

implementation of a credit risk management recovery plan
• Develop and implement triggers, reporting and monitoring capabilities
• Review and assessment of existing analytical and financial models,
• Assessment and development of tools and policies to help customers 

transition from hardship upon rehabilitation

4.   Liquidity and Tax obligations
• Take advantage of ATO relief measures
• Effectively managing the tax return preparation and lodgement process to 

fast track income tax refunds  
• Bringing forward tax deductions to reduce taxable income and maximise 

income tax refunds
• Reviewing capital assets to crystallise write-offs and bring forward cash tax 

savings



LIQUIDITY
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Response

5.   Increase existing or new debt facilities
• Review existing facility/inter-creditor documentation
• Identify potential sources of collateral for additional borrowing
• Value transfer
• Incumbent lenders
• Special situation funds



LIQUIDITY – GOVERNMENT STIMULUS 
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Package 1:

Package 2:

$17.6 billion
• $750 payments to households commencing 31 March
• Instant Asset write off increased to $150k for SMEs

$66.1 billion 
• Reduction to PAYG instalments for March/June BAS lodgements 

(min $20k, max $100k) for SMEs 
• Government proposal to ‘back’ 50% of Covid-19 loans 
• Second round of $750 payments to households. 

$130.0 billion
• $1,500 fortnightly ‘jobkeeper’ payments through existing employers

• Superannuation draw downs
• Administrative assistance (deferrals/lodgement timing)

Other :

Package 3:



CONTIGENCY 
PLANNING 
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DEVELOP AND IMPLEMENT THE PLAN 
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What is the gap?
Develop a plan to 

close the gap
Get stakeholder 

support for the plan
Implement the 

plan

What is the gap between 

where the business is 

performing today and 

where is needs to be to 

have the support of its key 

stakeholders – suppliers, 

financiers & investors?

Develop a realistic plan 

to stabilise and then 

sufficiently improve core 

profitability and /or  the 

balance sheet to close 

the gap

Develop a position on the 

“ask” of key stakeholders, 

a negotiation strategy,  

communication plan and 

legal framework to “lock in” 

stakeholder support.  

A board approved restructure 

plan needs to be supported by a 

CEO led well structured 

implementation plan with clear 

milestones, accountability and 

aligned management incentives. 



CONTINGENCY PLANNING 
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Contingency planning is a key aspect of options analysis as it provides clients with 
businesses in distress with both a fall back plan and a benchmark for assessing 
alternative proposals. 

Issues 

• What happens if my plan to 
restructure my business 
consensually is not 
successful?

• What are the attendant tax 
consequences for all 
stakeholders?

Response

3. Stakeholder 
Management

4. Recovery 
prospects

1. Options 
Analysis

5. Fallback 
Planning

2. Strategy and 
negotiations 

support



ADVOCATE CHANGE 
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Command Centre : Develop, Plan, Implement and resolve

Not all solutions will be relevant to all clients, firstly the issues need to be identified to 
ascertain what needs to change. Some suggestions may be:

• Take yourself out of the compliance mindset and consider the bigger picture;

• Having a conversation with the client and/or their management – A phone call or 
meeting could help identify issues and commence the improvement process;

• Review the issues – Are there cash flow problems? Can the strategic management be 
improved?;

• Engage an expert – Can you assist? Or can further insight be gained by an advisor?

Cash flow problems may also present themselves from deeper seeded issues eg.
Continuing losses from unprofitable products or leadership itself?

An expert could help with not only unlocking cash or working capital but resolving the 
deeper cause and assisting with implementation…



ADVOCATE CHANGE
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Command Centre : Prevention is better than a cure



ADVOCATE CHANGE
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Command Centre :
Acting early increases the financial options 
available to the client



FURTHER 
THOUGHTS 



HELPING CLIENTS WITH COMPANIES IN 
FINANCIAL DISTRESS– RESPONSE
The options available to your clients will depend on their solvency 
status. 
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ARITA - 8 Essential Steps if your business is 
in distress

1. Be honest with yourself
2. Do your accounts 
3. Are you already broke?
4. Talk to your bank & lenders
5. Talk to the Tax Office
6. Talk to your suppliers 
7. Get qualified help
8. Look after your mental health.



CONTACTS
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Contacts

David Mansfield
Partner | Financial Advisory

New South Wales 
dmansfield@deloitte.com.au

(02) 9840 6630 
0402 871 370

Travis Anderson
Partner | Financial Advisory

Tasmania
travisanderson@deloitte.com.au

(03) 6337 7051
0439 936 255

Robert Woods
Partner | Financial Advisory

Victoria
robwoods@deloitte.com.au

(03) 9671 6432
0412 765 298

mailto:dmansfield@deloitte.com.au
mailto:travisanderson@deloitte.com.au
mailto:robwoods@deloitte.com.au


CPA AUSTRALIA 
POLICY & 
ADVOCACY,
RESOURCES
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ESSENTIAL ROLE OF ACCOUNTANTS

• CPA Australia is proactively advocating for members

• Accountants are playing an essential role supporting businesses and the 
community respond to the unprecedented economic impact of COVID-19

• Read our submission to the Coronavirus Business Liaison Unit and the 
Federal Treasurer detailing this essential role and requesting that 
accountants be permitted to continue operating as an essential service

• Read our submission Request for deferrals and penalty waivers - The joint 
bodies submitted a letter to the Commissioner of Taxation requesting 
lodgement deferrals and penalty waivers in response to the COVID-19 crisis

• View all submissions at https://www.cpaaustralia.com.au/coronavirus-covid-
19-impact-resources-support/covid-19-sources-of-government-advice

https://www.cpaaustralia.com.au/-/media/corporate/allfiles/document/training/ceo-letter_accountants-provide-essential-services_260320.pdf?la=en&rev=ea7bef55f3114986b1aa22bc78bbefcd
https://www.cpaaustralia.com.au/-/media/corporate/allfiles/document/covid-19/joint-bodies-letter-lodgement-deferrals-penalty-waivers.pdf?la=en&rev=da3b753797e34ec88a1f724aa304d319
https://www.cpaaustralia.com.au/coronavirus-covid-19-impact-resources-support/covid-19-sources-of-government-advice


CPA AUSTRALIA SUPPORT 
To keep up to date, visit  CPA Australia’s COVID-19 WEBPAGE

It includes:

• Up to date summaries of all stimulus measures announced by FEDERAL 
GOVERNMENT and the STATE AND TERRITORY GOVERNMENTS

• FAQs ON THE JOBKEEPER PAYMENT AND CASH FLOW BOOST

• COMPARISON OF PAYROLL TAX CHANGES

• RESPONSES OF REGULATORS TO COVID-19

• CHECKLIST OF POSSIBLE ACTIONS TO HELP YOUR BUSINESS MANAGE 
THROUGH COVID-19

• SETTING UP YOUR VIRTUAL OFFICE
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https://www.cpaaustralia.com.au/coronavirus-covid-19-impact-resources-support
https://www.cpaaustralia.com.au/-/media/corporate/allfiles/document/training/covid-19-australian-government-economic-response-2020.pdf?la=en&rev=bd6effb17f2643b0ada5fd77b4efcc6d
https://www.cpaaustralia.com.au/-/media/corporate/allfiles/document/training/state--territory-govt-responses-to-covid-19---summary.pdf?la=en&rev=13bf9bb3726e4aa78ef2544bdb919ba8
https://www.cpaaustralia.com.au/-/media/corporate/allfiles/document/covid-19/government-advice/cpa-australia-tax-faqs-covid-19.pdf?la=en&rev=e9105274455041b69380b97d3042ac76
https://www.cpaaustralia.com.au/-/media/corporate/allfiles/document/covid-19/government-advice/payroll-tax-comparison-covid-19.pdf?la=en&rev=d3d945fdb8544111a29c318d7ccbc4fc
https://www.cpaaustralia.com.au/coronavirus-covid-19-impact-resources-support/covid-19-regulatory-response
https://www.cpaaustralia.com.au/coronavirus-covid-19-impact-resources-support/covid-19-business-advice
https://bcove.video/2V6rgzv


CPA AUSTRALIA SUPPORT
UPCOMING SUPPORT FOR MEMBERS:

• More webinars

• Economic stimulus package in response to COVID-19

• Not-for-profit and charities update – COVID-19 challenges

• COVID-19 response: Technological solutions for auditors

• More resources for business

• More information on what Government is doing

• More articles for In The Black

• More submissions to Government
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https://learn.cpaaustralia.com.au/lmt/clmsCatalogDetails.prMain?site=cpapd&in_region=au&in_offeringId=109821735&in_from_module=CLMSCATALOGV2.PRMAIN
http://events.cpaaustralia.com.au/d/4nqr9v
https://events.cpaaustralia.com.au/events/technological-solutions-for-auditors/event-summary-746492bea60e464d9da3ed39a553322e.aspx


QUESTIONS
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