
COVID 19: AN 
EXTINCTION 
LEVEL EVENT?



BAN Business Accounting 
Network

◦ Business Accounting Network (BAN) is a network of 
professional accountants, chartered accountants, 
qualified bookkeepers and business tax and advisory 
consultants located all over South Africa, in a unique 
franchised structure, including Cape Town, 
Johannesburg, Pretoria, northern Free State, Durban, 
Stellenbosch, Paarl and the Garden Route.

◦ Our mission is to provide financial information and 
guidance to our clients so that they can strengthen the 
value of their business as well as their financial muscle 
by creating effective financial and cash flow plans and 
providing performance measurements so that they 
have the financial information to run what they do 
best.



Presenter: Robyn Hey
◦ Robyn, has more than 16 years’ experience as a commercial 

lawyer, focusing on insolvency, business rescue and 
turnaround-related work. 

◦ Through an understanding of the strategic, financial and legal 
implications of distressed businesses, Robyn expertly advises 
clients on how to avoid the fallout from a liquidation and 
provides risk assessments to all types of businesses. 

◦ Robyn is well known in the industry and has presented 
training on behalf of the Legal Practice Counsel (then the Law 
Society of South Africa) both to candidate attorneys and 
admitted lawyers on topics relating to insolvency law and 
distressed businesses. 

◦ Future-proofing our clients’ businesses is both a passion and 
a priority. Clients are drawn to Robyn’s approachability, her 
no-nonsense approach and above all, her unwavering 
commitment to their individual businesses.



COVID-19
COVID-19 is a viral respiratory illness. 

It is thought to spread between people who are in close contact (within about 2 meters).  The 
spread is primarily from person to person when an infected person coughs, sneezes, or talks. 

It may also spread when one person touches a surface or object that has the virus on it and 
then touches their mouth, nose, or eyes. 

COVID-19 causes pneumonia-like symptoms such as coughs, fever and (in particularly severe 
cases) breathing difficulties. 

There is no vaccine and antibiotics do not work as this is a virus.

The incubation period for COVID-19 is between 2-14 days.



WHAT A NIGHTMARE
The president has declared the pandemic a state of disaster in terms of the Disaster Management 
Act.

Government has implemented travel bans to a number of countries including Italy, Iran, South 
Korea, Spain, Germany, the United States, the United Kingdom and China. Travel bans on these 
countries will come into effect from 18 March 2020. He also said local travels must only be 
necessary.

Gatherings of more than 100 people are prohibited. Large events and celebrations are cancelled.

Schools closed from Wednesday 18 March until after the Easter weekend.

Universities have shut their doors.



WHAT A NIGHTMARE
 Businesses are called upon to take measures to intensify hygiene control.

 Surveillance and testing systems are being strengthened at hospitals.

 Thirty-five land ports and two seaports shut down out of total 72 ports.

 Liquor may only be sold between 6pm and 9am. Places such as clubs, taverns and restaurants 
where people gather to consume liquor are now closed with immediate effect, unless they are 
entertaining groups of no more than 50 people.

 No applications for special or events liquor licenses will be considered during the period of the 
national disaster



BIGGEST CONCERN FOR BUSINESSES
Sudden drop in income

Impact on the labour force

Immediate business distress

Sense of panic by consumers, other businesses and employees



SUDDEN DROP IN INCOME
A drop in income is one thing BUT

Uncertainty regarding the period over which such a drop in income will last is the kicker

Examples:

Takeaway vendor

Events company

Professional services firms

Transport provider



THE SITUATION BEFORE COVID-19
There was an increase of 13.8% in liquidations and insolvencies for the three month period 
ended 31 January 2020 as against the same period in 2019.

Many businesses were already barely hanging on as a result of the water crisis and load 
shedding.

Many businesses have already used whatever reserves they had before this outbreak.



WHAT MUST BUSINESSES CONSIDER?
Can you hold out for the next 6 months with the current and projected income?

What costs can you cut and what will it cost you to cut those costs (e.g. retrenchment)

Can you pay your creditors? If not, can you negotiate with them for increased payment terms?

Do you supply any of the goods upon which there are bans (groceries, hand sanitizer, masks 
etc.)

Do you have any assets you can liquidate?

Can you “mothball” your business and will you be able to resurrect it once the threat is over?



WHAT ARE THE OPTIONS?
Make decisive and bold decisions:

If you cannot see your business being able to pay creditors with the next six months – you 
must consider business rescue.

If you cannot pay your creditors as and when they are due for payment, you must liquidate

If you believe that taking extreme measures can save the business – take advice and do things 
properly:
Retrench with the assistance of an employment lawyer
Consult with your accountant to properly determine your business’ financial position
If you are considering putting money in the business – consider your ROI – will you be able to 

recover the funds? Would you invest in the company if you were not the owner?



STAFF MEMBERS
This is causing massive concern.

Basic rule: 
medical certificate = sick leave
No medical certificate and staff member able to work from home = no leave BUT the staff 

member must actually be meeting targets / KPI’s
No medical certificate and staff member is unable to work from home = annual leave and 

thereafter unpaid leave



IMMEDIATE BUSINESS DISTRESS
The best antidote to fear is taking action

This is the right time to make use of your accountant’s expertise.

Ask the questions that scare you (if you have not already done so)
What is my breakeven?
What costs are non-essential?
Can I reduce my salary bill?
What is my tax position? 
How long is my cash cycle, how can I shorten it and what would it cost be (e.g. can I afford early 

settlement discounts)?



IMMEDIATE BUSINESS DISTRESS
Remember that cost cutting can only be undertaken to a point.

Increasing revenue – HOW?
Low hanging fruit
Diversify income stream
Speak to others – share knowledge
Online platforms 



QUESTIONS?



Contact details
◦ Robyn Hey Attorneys: 021 671 4773; robyn@rhattorneys.co.za

◦ Robyn Hey: 084 664 7750


