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Your financial impact from COVID-19 will often be scrutinised by 
multiple parties with differing interests and levels of understanding 
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Internal stakeholders
Ensure appropriate information is available 
internally to make decisions and take action:
• Legal?
• Audit Committee? 
• Executive Board?

Shareholders
Are there concerns about:
• the value of the company? 
• the payment of dividends? 
• the future viability of the company?

Lenders
• Is there concern about the company’s ability 

to repay debt? 
• Are there potential breaches to lending 

covenants?

Suppliers
• Are there concerns about whether they will 

get paid? 
• Will they be able to continue to supply going 

forward (e.g. often they have their own 
problems related to COVID-19)?

Customers
• Is there customer concern about fulfilment of 

existing and future bookings / orders?
• Will customers question whether they 

continue to book with your company? 
• Will customers seek assurance your 

business is viable and will keep going?

Government
• Has consideration been give to assistance 

and compensation schemes – considering 
whether the company merits government 
assistance and how much that should be?

Investors
• Are you able to track and evidence the 

impact of COVID-19 to support any Quality 
of Earnings, proforma and Net Working 
Capital adjustments as part of any future 
sales process?

Insurers / other claims
• Will there be claims for breach of contract or 

force majeure?
• Do you have business interruption insurance 

cover in place and in particular extensions 
for ‘Notifiable Disease’ and ‘Denial of 
Access’?

Regulators
• Are there concerns over meeting your 

reporting requirements to the Pensions 
Regulator?

• Are you able to demonstrate and evidence 
to your industry regulator on actions you 
have or have not undertaken as a result of 
COVID-19?
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Your future prospects may require you to provide key stakeholders with 
a robust and consistent view of the financial impact of COVID-19 on 
your business

Regulatory and investor 
reporting 

Lenders and financial 
support

Optimising future value

Accurate financial disclosure and 
market announcements 
Supporting investors, auditors and 
regulators to make key decisions about 
your business based on your:
• annual and half-year financial 

statements, including for example:
– subsequent event review

• market announcements, especially the 
disclosure of exceptional items

• impairment of financial and 
non-financial assets

• provisions (e.g. bad debt).
 
 (see Appendix 1 for details about 
common examples of financial impact of 
a crisis event)
 
 

Positive covenant negotiations
Lenders require robust analysis of both 
your financial impact to date and future 
cash flows. Detailed analysis is often 
required to adhere to specific covenant 
clauses (e.g. categories of expense or 
income that can be adjusted for as 
one-off or exceptional items).

Going concern or viability statements 
Going concern or viability statements will 
require you to:
• Provide robust and dynamic models of 

COVID-19 scenarios and impacts on 
your business

• Track actual impacts as they 
materialise in order to update models 
on a real time basis

• Modelling to support the required 
financial reporting disclosures for 
going concern and viability.

M&A activity
Deals may fail, or value attributed to your 
business may be undermined, if you are 
unable to substantiate how COVID-19 
has impacted financial performance and 
what would be ‘normal’ maintainable 
EBITDA.

Earnouts  and Completion Accounts 
For companies which have completed a 
recent transaction, quantification of 
COVID-19 impact may need to be 
considered if, for example, there is a 
deferred consideration clause in the 
SPA, contingent on EBITDA performance 
that may be frustrated by COVID-19; or 
to determine whether EBITDA thresholds 
for payment of an earnout would have 
been met ‘but-for’ COVID-19. Completion 
Accounts for transactions completing 
during COVID-19 disruption are also 
likely to be impacted. 

Supporting claims

Insurance and other contractual 
claims 
Many UK companies are considering 
whether they have valid business 
interruption cover under existing 
insurance policies.  There is debate over 
whether claims should be more readily 
accepted. Companies should consider 
how losses could be claimed in the future 
if the situation changes. Similarly, 
information will be required to support 
(and reject) contractual claims which 
emerge (e.g. Force Majeure claims, 
failure to perform, etc.). COVID-19 could 
give rise to a higher number of Force 
Majeure claims and we have published 
considerations for working through these 
claims on our website. Correctly 
capturing the impact of COVID-19 will be 
key in such claims.

https://www.pwc.co.uk/issues/crisis-and-resilience/covid-19/covid-19--force-majeure-response.html
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Data considerations Workforce considerations

Many companies will face significant challenges in how to collect, 
collate and present data to support their COVID-19 financial impact 
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❏ Outside-in view – have you documented the external timeline of events, news and 
developments that validate the impacts on your financial performance?

❏ Data scoping – what level of evidence will satisfy your key stakeholders?
❏ Internal data – can you quickly amend / answer non-standard cross-functional data 

requests?
❏ Third party data – are you reliant on third party system data to evidence the 

impact? Can they collect/provide the data in the format you require?
❏ Hard copy records – how to access them during lockdown? Are they easily 

accessible?
❏ Robust and flexible IT infrastructure – are you able to process large datasets 

outside of the normal course of business? Are you able to access robust data 
insights to underpin key decisions that you need to make? Can you efficiently blend 
datasets to reveal insights?

❏ Collaborative platforms – are there system platforms in place to work and 
collaborate, anytime and anywhere?

Skilled resources to collate a large and complex factbase

❏ Relevant experience – do your people have the relevant commercial experience 
(e.g. disputes, claims, M&A, etc.) to prepare the information right first time?

❏ Specialist systems / data skills – does your business have the required deep data 
analytics skills (e.g. data extraction, analytics and modelling)?

❏ Capacity and availability – do you have sufficient capacity and availability of people 
to undertake the exercise (e.g. furlough, sickness, time off for dependents, remote 
working, etc.)?

❏ Contractors / Third party service providers – are you reliant on external parties to 
evidence the impact? Do they have skills / capacity to support?

❏ Sensitive data – does your organisation have the processes, skills, governance and 
experience to manage sensitive data responsibly?

❏ Flexible / remote working arrangements – can key individuals access key 
datasets remotely?
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Quantifying your COVID-19 financial impact
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The core concept
Calculation of the financial 
impact of COVID-19
Capturing the financial impact is not 
dissimilar to a Business Interruption claim 
scenario and requires a robust 
multifaceted-approach, underpinned by 
analysis and modelling that can be flexed 
over the period of loss, which will differ by 
company and industry.

Whilst the calculation is conceptually 
straightforward it quickly becomes 
complex and challenging in nature, 
compounded for example by:
• Other business impacts (e.g. 

seasonality);
• incomplete documentation;
• undocumented mitigating actions;
• multi-country business with different 

timescales regarding restrictions;
• periodically produced documents (e.g. 

cash flow) not captured 
contemporaneously.

‘As a result of’ COVID-19 
What does my 
business look like now 
(actual / expected scenario)?

‘But for’ COVID-19
What would my business have 
looked like in the absence of 
COVID-19?

The financial 
impact of 
COVID-19

Key considerations

Establishing a justifiable baseline
Developing the baseline expected performance relies on 
assessing the historical trends of the business, market 
trends, and competitive trends in order to determine a 
representative benchmark in order to calculate the 
‘but-for’ financial performance. Challenging key 
assumptions is required to ensure that the ‘but for’ 
baseline is justifiable (e.g. does customer and/or supplier 
data exist to support forecasts and conclusions, are 
growth rates robust, are all operating costs captured).

A verifiable event timeline aligned to your impact
Building a complete and accurate picture of relevant 
COVID-19 events at a global, national, industry and 
company specific level will form the foundation upon 
which the assessment will be based, demonstrating the 
period of interruption, and benchmarking industry sector 
and peer performance before, during and after the crisis.

Tracking your revenue losses, increased costs and cost 
savings
The quality and integrity of data to evidence and quantify the 
incremental effect of COVID-19 on business performance is 
critical. Contemporaneous collection of the available financial 
(e.g. budgets, forecasts and cash flow models), operational, 
and contractual data will enable a proper, and timely analysis 
in the future. In addition, identification and capture of any 
exceptional income (e.g. government assistance), any 
additional costs that were incurred to return business 
operations to ‘normal’, and expenses saved will be required. 

Record your mitigating actions
It is important to clearly document the decisions made and 
actions taken  in responding to the crisis to mitigate any 
losses (e.g. seeking to reduce costs, renegotiation of 
contractual obligations, and the impact of government 
assistance).

6 May 2020
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We have a tried and tested approach for helping 
businesses quantify the financial impact of a crisis event
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1 2 3 4 5 6

Creating an events 
timeline 

Rapid data collection Evaluate and communicate the impact 
(including quantification, modelling and testing)

Data gathering strategy

Reporting to 
stakeholders
• Communicate the 

quantification of the 
impact in a way that 
supports your 
commercial interests 
and meets stakeholder 
needs 

Define factbase required
• Identify the data required to 

satisfy your key stakeholders
• High level feasibility analysis of 

whether the required data can 
be efficiently accessed

Event timeline
• Establish the key events that 

have affected your business
• Factor in the impact on the 

wider industry

Rapid data collection
• Assess available data and 

data gaps
• Collate all necessary data into 

a ‘single source of truth’ data 
model

Testing
• Time spent with key 

stakeholders to test the financial 
impact

Analysis and Modelling
• Build customised dashboards 

that enhance decision-making 
and allow for modelling of 
different scenarios of the 
financial impact 

• Work with the business users to 
iteratively refine and enhance 
critical scenarios
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Data gathering strategy

Three key actions to take now

Identify the financial impact (income, costs, 
working capital and cash)
A list of common items (e.g. lost / deferred sales; 
total loss of revenue, one off people and facilities 
costs; VAT / tax deferrals; government schemes) 
is set out in Appendix 1 below.

Post-pandemic strategy – what support do 
you require from key stakeholders?
What opportunities do you have to recover costs 
or position yourself for future growth? What 
specific pandemic-period financial information do 
your stakeholders need to support this?

Strategic decision
Decide what information you will invest in 
gathering now and why. Record this cost-benefit 
/ business case decision to support the factbase, 
and to inform your decision making as the 
process evolves.

1

2

3

• Understand information needs – by 
identifying who your key stakeholders are.

• Key financial metrics – advise on which 
ones you should focus on.

• Understand what must be disclosed to the 
market / stakeholders about the current and 
anticipated impact of COVID-19.

• Rapid IT landscape scan, so that target 
systems and other data sources are known, 
ahead of the data collection stage.

• Agree a claims strategy and manage 
disputes – Defining a suitable process, 
drawing on our extensive experience with 
disputes documentation and information 
needs.

How we can work with you

It’s vital that you start with the end in mind and make your information gathering decisions 
quickly; delaying this decision often means that your opportunity for making claims or 
recovering costs is lost because retrospective information gathering is either impossible, 
too difficult or too costly.

8
6 May 2020
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Event timeline
COVID-19 is global and its impacts far-reaching: no other global crisis has led to multiple 
countries placing their populations on lock-down, shutting down whole sectors of the 
economy and closing borders. In such an unprecedented trading environment, collating 
and selecting the events that were most pivotal to you requires careful consideration.

Three key actions to take now

Define time period
Determine the date when COVID-19 first 
impacted your business? Consider how long 
might this impact last and what can you do to 
mitigate this impact.

Identify key external events
Map out the many events related to COVID-19, 
which have had the biggest impact on your 
business (e.g. travel bans and border closures 
impacting airports)?

Identify the internal data required to support 
a claim
Identify the financial data you have and the level 
of detail (historical data, forecasts) needed to 
support the quantification. Separate out items 
impacted by COVID-19 from those not impacted.

• Develop a tailored timeline by 
interrogating and extracting key events 
from our industry sector events database, 
which contains over 1,000 manually curated 
key global events (Appendix 2 shows a  
summary illustrative timeline for the Airline 
industry). This will help you to clearly 
communicate and explain the impact on your 
business with robust evidence. 

• Review external industry KPIs – Combining 
our database with your internal company 
information to help understand the impact on 
your organisation and benchmark this against 
the wider industry and peer companies in 
your sector.

How we can work with you

1

2

3

9
6 May 2020
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Rapid data collection
As the financial impact from the crisis continues over time, the quality and integrity of your 
data to evidence and quantify the effect will become increasingly difficult.

Three key actions to take now

Real-time collection of the available data and 
timely analysis
Avoid having to make judgmental assumptions 
when attempting to retrospectively collate 
information.

Establish a robust real-time process to 
capture the incremental financial impact
Greatly simplify and expedite the gathering of 
evidence (e.g. financial, decision making, etc.) in 
the future, especially if it is spread across 
multiple locations and platforms.

Electronic disclosure
Consider the data discovery tools that will be 
needed to collect data in an efficient and robust 
manner when required for reporting to 
stakeholders.

• Capture data from external news and social 
media sources as well as your own ERP data, 
systems and sources.

• Accurately track the actual impact of 
COVID-19 to inform the market and 
stakeholders.

• Disclose exceptional items appropriately 
by setting up processes to track total impact 
on an ongoing basis.

• Update models on a real time basis by 
tracking the ongoing impact of COVID-19.

• Recording the impact on net working 
capital of any one-off income / expenses 
identified as COVID-19 related in the Income 
Statement.

How we can work with you

1

2

3

10
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Evaluate and communicate the impact - 
quantify, model and test
Analysing the financial impact of COVID-19 will be challenging and requires a process 
underpinned by credible assumptions, together with a rigorous approach adopting 
established methodologies and experience from other business interruption events.

Three key actions to take now

Robust scenario planning
Start to scenario plan the possible outcomes to 
evidence business performance in the 
‘COVID-19 environment’ and ‘but for COVID-19 
environment’.

Modelling and testing scenarios
Model and test scenarios to assist with 
quantifying the most likely outcome.

Creating data models, assisted by data 
analytics
Create a single source of ‘truth’ to assist with day 
to day management of the business and the 
provision of data to stakeholders.

• Robust modelling of various COVID-19 
scenarios and their impact on the business, 
dynamic enough to respond rapidly to the 
reality of how COVID-19 may impact the 
organisation.

• Modelling to support the required financial 
reporting disclosures around going concern 
and viability.

• Producing and reviewing short term cash 
flow forecasts, managing your cash position, 
which may include, among other things, rapid 
cost reduction and identifying options for 
government and other funding.

• Support to address any supply chain 
issues and, in due course, to reach an 
equitable outcome with suppliers for any 
disruption to performance caused by 
COVID-19.

How we can work with you

1

2

3

11
6 May 2020
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Case studies
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We are supporting many clients across a range of industries in their COVID-19 response and planning, and we can draw on experience from 
historical crises that have caused significant disruption and losses (e.g. natural disasters, product failure, technology failures, misconduct, cyber 
crime, data loss and supply chain disruption). Below are two examples of recent experience where we have helped quantify the financial of a 
crisis event

Global Metals Company
Securing $450m of lost revenue and extra expense claims

Grocery chain 
Multi-£m interruption claims secured after warehouse fire
 

A global metal producer suffered multiple losses from back to back incidents, a 
process fire followed by a delay in start up of a furnace. Working with our client, we 
documented, analysed and prepared business interruption claims (lost revenue and 
incremental expenses) in excess of $450 million.

We successfully helped our client to quantify the impact across claims for each 
incident, including:
• Documenting the timing of key events and decisions to assist stakeholders and 

insurers clearly visualise the impact of the incidents. This was particularly important as 
due to the lead time for replacement parts, the complexities associated with 
commissioning the machinery following repairs, and mitigation attempts which involved 
‘borrowing’ parts from undamaged machines to temporarily repair damaged equipment, 
which resulted in downtime and subsequent losses from undamaged equipment.

• Identifying and allocating lost revenue, additional costs, and associated savings 
directly attributable to each incident, to satisfy different insurance policies for each 
incident.

• Resolving complex issues about the quantification of losses, including:
– furnace capacity, and in particular whether assumptions regarding output which 

underpinned forecasts and budgets were reasonable; 
– the potential to ‘make up’ lost production at other sites, offset by increased freight 

and other associated costs; and
– product margin, and how this was influenced by commodity pricing. 

A grocery chain suffered multi-million pound property, and stock, business 
interruption-related losses after a fire destroyed its main warehouse. 

We helped our client process, and secure multi-million pound interim claim 
payments throughout the claim lifecycle, assisting cash flow, by:

• Capturing the necessary data to prepare and present its business interruption 
losses.

• Identifying and evidencing all potential exposure in order to achieve maximum 
recovery, which included: 
– Operational inefficiencies associated with using alternative, smaller warehouses;  
– Analysing customer data to determine the longer term financial impact arising from 

constraints associated with the warehouse fire;
– Measuring the additional costs of damaged stock as a result of increased 

manual handling from the smaller alternative warehouses; 
– Financial cost and reputational damage of reduced product lines; and 
– Flexing the forecasts and budgets to reflect changes in consumer habits 

(increase trend for online purchases). 
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Key contacts
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Joga Singh
Financial Disclosures

+44 (0) 78083 28361
joga.singh@pwc.com

Ranjit Auluk
Investigations and Claims

+44 (0) 7803 853419
ranjit.auluk@pwc.com

James Arden-Davis
Covenants and Earn-outs

+44 (0) 78027 87475
james.arden-davis@pwc.com

Ermelinda Beqiraj
Business Interruption and 
Claims

+44 (0) 78720 05508
ermelinda.x.beqiraj@pwc.com

Richard Veysey
Going Concern and Viability 
Statements

+44 (0) 77189 76960
richard.j.veysey@pwc.com

Tom Seymour-Taylor
Transaction Services

+44 (0) 77301 46437
thomas.j.seymour-taylor@pwc.com
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Appendix 1 – consideration areas for reporting the 
impact of COVID-19 
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P&L implications

• Revenue – declining sales and its impact on volume 
discounts / customer rebates; price concessions; 
increased returns / refunds, penalties for late delivery; 
bad debts; promotional spending; loss of customers 
and changes in customer behaviour. 

• Direct costs – increased material costs associated 
with changes to supply chain; changes to payment 
terms; discounts and rebates; people costs (e.g. 
severance costs, additional employee training, mental 
health costs and top-up payments to employees to 
maintain wages).

• Inventory – a fall in production may requires changes 
to inventory costing (e.g. price changes and the 
allocation of overheads). Increased inventory write-offs 
for perished, obsolete or contaminated items. 

• Other costs – onerous contracts; breach of contract / 
force majeure; debt facility amendment / renegotiation 
costs, closed facilities, moving production facilities, 
changes to SG&A and R&D costs. Technology 
infrastructure costs, additional data capacity, new 
laptops and additional IT support, increased cyber 
protection; travel cancellation / change fees; cleaning / 
sanitisation costs; additional warehouse supervision 
and compliance.

Balance Sheet implications

• Assets – impairment of underutilised tangible assets, 
fall in market values and its impact on goodwill 
together with a fall in the value of investments. 
Incremental IT CAPEX – and/or deferral of CAPEX 
programmes, offset with higher repair and 
maintenance costs.

• Working capital – changes to payment terms, write 
offs, deferral of VAT and taxes, provisions for future 
COVID-19 expenditure.

• Financing – avoiding breach of covenants and 
classification of new debt finance. Recording the 
benefits from government support schemes (e.g. 
CCFF, CLBILS or CBILS, CJRS and business rates).

• Contingent liabilities and assets – liabilities 
including legal costs, supply chain provisions, future 
operating losses and severance costs. Assets 
including insurance claims from business interruption, 
Force Majeure and other contractual policies.

• Fraud risk controls – COVID-19 has provided 
increased disruption and uncertainty which increases 
the risk of fraud. Opportunistic fraud (e.g. cyber 
attacks), internal fraud (e.g. payroll with disruption from 
furloughed staff and high absence), changes to the 
supply chain and financial crime (e.g. bribery and 
corruption) are all heightened risk areas following 
COVID-19 and the fraud risk management controls 
environment needs to be reviewed to address these 
new risks.

• Financial controls – monitoring changes to, for 
example, cash flows, going concern models, banking 
covenants, debts owed, financing arrangements and 
claims, etc.

• Operational controls – review of approval 
methodologies and IT controls reflecting, for example, 
new working from home arrangements and new 
suppliers as the supply chain is changed, etc.

Controls implications
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February March02 0805 19 2720 23 30 03 06

China Travel Warnings
Britons warned against all 
but non-essential travel to 
mainland China. 

Manchester Terminal Closure
Manchester Airport closes two of 
its three terminals.

easyJet grounds planes
easyJet ground entire fleet of 
planes.

Heathrow Terminal Closure
London's Heathrow airport to 
shut 2 terminals.

UK Lockdown enforced
UK announces all non-essential shops will 
close, and nobody should leave their house 
except for essential travel, healthcare or 
basic necessities.

Global Travel Warnings
Britons warned "against all 
non-essential travel 
worldwide", initially for a 
period of 30 days.

Jet2 suspends all services
UK's Jet2.com suspends all 
flights until at least May 1.

Virgin to seek bailout
Virgin Atlantic is expected to 
ask for a government bailout 
worth hundreds of millions of 
pounds. 

Gatwick Terminal Closure
Gatwick airport announces 
that it will close its North 
Terminal.

Flybe collapse
Flybe, Europe’s largest 
regional airline, collapsed 
into administration with the 
loss of more than 2,000 
jobs.

April

Cardiff Airport warning
Cardiff Airport needs more 
financial assistance from the 
UK government during the 
coronavirus pandemic, the 
Welsh Government has 
said.

13

British Airways warning
British Airways says jobs will 
go as airline industry faces 
crisis 'worse than 9/11'.

Appendix 2 – An illustrative example of 
COVID-19 events’ timeline (UK airlines)
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