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During the Coronavirus Lockdown our company has been inundated with requests to help numerous 

small businesses. The same queries have come up quite often. We have been told by the government 

that a recession is coming. We have complied these and produced a booklet which we hope will give 

you some help. Please refer to the website for the Coronavirus Financial Checklist for further help or 

contact us  www.litetax.co.uk or phone us on 01275 541807 
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The Realities Of A downturn 

 

Economic downturns occur fairly regularly with varying degrees of severity and 

length of time. Think about the last 20 years or so we have had the dot-com bubble 

burst, 911, the 2008 banking crisis and now the Corona virus lockdown. 

It could be argued that we were overdue a financial crisis and it has been mentioned 

that the aftermath of Covid 19 could be as serious as the 1929 stock market crash. 

There are a number of things that all downturns have in common. There is always a 

feeling of fear when the occur, businesses will fare differently and the crisis will 

always end. 

 

How you react to a downturn 

Businesses in the throws of a downturn will either – 

 

- Not survive 

- Survive but in a somewhat reduced capacity or – 

- Emerge as a better business. 

 

How you in person react to the situation will often determine which category your 

business will fall into. The choice is often yours. 

 

Life is 10% what happens to you and 90% how you react to it – Charles 

Swindol 

 

Fright, Flee or Fight.  

 

The first instinct when there is an economic downturn is to reach for the calculator 

and see what we can survive on. The great hope is that we will see if we can some 

through this. Naturally we will lose some customers, but to see your customer base 

whittling down month by month must be soul destroying. Furloughing good staff on 

the hope that they will come back is not really a strategy to take. 
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To flee is to run away from the situation in total. It often seen in times of economic 

downturn. People are in complete denial and are frozen with the news on the TV 

rather than reacting to things that are important and that they can control. 

 

By far the majority of businesses that thrive and emerge as better entities have 

leaders that assess the situation, decide what is important, what they can control 

and deliver plans to achieve this. 

 

Remember not all businesses will take the fight mode. An economic downturn will 

obviously result in casualties. For every threat there is an opportunity, customers will 

be looking for property, assets will be sold for below market value prices and 

companies will be available for acquisition. 

 

In the fight class I would include those who by sheer bad luck are stuck in an 

industry where there is simply no way out. The fight in this case would be to 

reinvent yourself and relaunch yourself. It’s the opportunity often to build the 

business as you want to for the future. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



5 
 

Think About Where Business Is Coming From 

 

Existing Customers 

Looking after your existing customers is probably the most important piece of advice 

you can take from this booklet. Existing customers are the lifeline of your business. 

During the recent Corona Virus lockdown, we employed and trained a new member 

of staff to do this, the results were staggering, none of our customers were 

expecting a phone call but we were there to give advice, re-assurance and general 

help. This had a positive influence on the company in that 

 

1) Our customer satisfaction rating was increased dramatically. 

2) We used this period of inactivity to help clients organise their business affairs 

to make life easier for both them and us. 

3) Many clients had friends or colleagues that they referred to us as they 

appreciated our efforts and asked if we could help. 

4) We generated additional invoicing by providing clients with additional services 

they were needing at the time – cashflow forecasts, budgets and help with 

employee furloughing for example.  

5) It is the right thing to do, we would expect this from our suppliers if we 

needed them. 

6) Clients did not feel neglected in their time of need. 

We heard many stories about accountants who shut their offices at the end of March 

and expected to return at the end of May at best just performing the basic needs at 

home for their clients. You need to ask the question will these people have a 

business to go back to? 

 

What is needed when times are hard, it doesn’t matter what industry you are in is to 

reassure your clients. Look at the airlines and travel companies offerings during this 

time - Lastminute.com are not able to make sales but it doesn’t stop them from 

sending me a travel quiz every day. This keeps them in the forefront of my mind and 

wets my appetite for travel once the restrictions are lifted. 

 

Worse than not contacting your clients at all would be to contact them after the 

crisis is over and expect them to respond in the same way after being contacted by 

several of your competitors! 
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Pivot your offer 

It is not always possible to continue as you have been during a downturn. This may 

be due to economic conditions, unfashionable or socially accepted trends, or, as in 

the recent Corona Virus legal issues involving social distancing. 

The important thing to remember id that somehow you will need to provide your 

clients with service – recently this has been much in evidence with such things as 

socially distanced networking, on line cookery courses by your local restaurant and 

even on line yoga lessons. 

You also need to be aware that after the economic crises the world will emerge in a 

completely way with a new paradigm for working. Rentals on commercial units are 

likely to fall as more and more people work from home. The use of on line 

conferencing will increase , no doubt with new competitors emerging for Zoom, 

Skype and Teams.  

Social distancing will become the norm. There will be as much distain for the 

restaurant that does not provide adequate social distancing as there has been in the 

past for a poor hygiene rating. This may not only be a legal requirement it may also 

a social necessity. 

Online rating systems such as TripAdvisor are likely to give as much credence to 

customer safety (or perceived safety) as to a restaurants offering.  

 

Look for New Clients 

Set your goals – As Steven Covey says in the seven habits of highly successful 

individuals - Start with the end in mind. One important area would be sales 

Work out what your planned sales are for the end of the period. 

Think about the components of sales and what we need to do to generate the 

target. Some are inputs that you can vary and control. Some are outputs which are 

outcomes of the variables. (see below) 

 

Break these goals into manageable units 12 monthly goals should be divided into 

quarterly goals, quarterly into weekly and weekly into daily or even hourly targets. 

You need to measure how successful you are. 

The first strategy - Look for increased sales 



7 
 

The components of the sales process. 

 



8 
 

Explanation of the Sales Process 

 

You will need to concentrate your management efforts on the blue items. These are 

what you can control. If you vary your SEO on the website or level of activity on 

social media this will generate more leads. 

The leads can’t be generated on their own, they need some marketing expenditure. 

Please don’t be fooled into thinking Social Media, SEO and referrals are the only 

three areas you should be looking at. These are examples how many can you think 

about for your own organisation …. Leaflet drop, advertising, networking and the list 

goes on. 

 

Plan the Sales Process 

Lets say you want to generate £50,000 extra sales in the coming year. This will not 

simply occur on an as-hoc basis. From previous data (and if the data is not available 

start to keep it) work backwards for 50,000 sales we need 50 new customers 

(assuming the average sell price is £1000 and there is one transaction). 

If our conversion rate is 25% we will need to generate 200 leads. In order to 

generate 200 leads how much will that cost us? 

Once you have implemented this plan test the results to see if your assumptions are 

correct, what is working the best and what is not working.  

Don’t forget some industries will thrive post Corona shut-down some will not you 

need to pick your marketing efforts carefully. 

Your conversion rate will improve with experience and training a small movement in 

the conversion rate of a lead into a customer will have a dramatic increase in 

profitability. Having said that we are looking to improve all of the controllable 

aspects of the sales process. We will look on how this impacts on the business 

below. 

Increasing the number of transactions will improve the overall sales level. People 

often ask what this is. The easiest example to give is “would you like fries with 

that?” Simply by asking the question and giving the customer the option to say “Yes” 

McDonalds is increasing the number of transactions. 

Lastly the price is important constitution of the selling process, using McDonalds 

once again the classic question is “would you like to go large”  In the case of an 

accountant case we a premium, classic and standard service level can be offered.   

The important thing in business is to measure how you are performing and then use 

this as a benchmark to improve your performance. It can be likened to the use of a 

road map, if you started from London and wanted to drive to Bristol then you know 

you should use the M4 and travel largely in a westerly direction. What would happen 
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if you left London on the M2 you would end up further away from London than you 

started. 

Testing and measuring the sales technique can give dramatic results Consider the 

following scenario for A Company Ltd who provide a monthly service to clients based 

on a subscription. 

Leads come from 3 major sources the website, social media and referrals. In reality 

referrals are often the most effective way of generating new business but does that 

mean we should ignore the rest? No as long as the additional income generated is 

more than the cost associated with that sale it is worth persevering with all 

advertising spending 

 

What Drives your Sales Volume 

The other thing that you should consider that it is always important to concentrate 

on things that are important and that you can control. These are shown in grey on 

the chart. The obvious item is marketing expenditure, so if you invest in your 

website or social media advertising the level of enquiries should increase, If your 

level of enquiries increases so will your customers (by an increased proportion if you 

can hone your selling skills and convert more leads into customers). This works all 

the way down the scenario. The number of transactions can increase using the 

McDonalds “do you want fries with that” strategy. Price can increase likewise by sell 

a premium product compared to a standard product or even adding an inflation 

factor into your price models. 

One thing that is often overlooked is how much a single pound of advertising 

expenditure can generate for a company over the expected lifetime of the customer. 

A £250 expenditure on social media advertising generated £1440 over the customer 

expected lifetime. Not paying for itself in month 1 or 2 but providing a 576% return 

over the customer expected lifetime. 
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Remember it is only the shaded items in the table above that we can influence the 

rest are outcomes and are driven by our inputs. 

 

Where the real benefits come into play are when by honing your skills you can 

improve every area by a small amount. A 10% improvement across all areas puts a 

huge improvement on the “top line (shown in red above) 

 

This increases the sales per month from 1320 to 1933 (36%) gives a £613 per 

month increase may not seem much, but don’t forget this is an increase every 

month by this amount and you should aim to replicate this for all the other months. 

So £613 multiplied by 12 (number of subscription payments) multiplied by 12  

(number of months you aim to do this) is an £88,712 increase in a rolling year.  
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Communication 

During times of downturn you will need to up your communication dramatically. 

Many people will be relying on you for direction in your area of expertise. It’s no 

good knowing where to go and what to do yourself without telling other people you 

have the solution. 

You may of course need to change your mode of communication during the current 

lockdown. There is another need to pivot here. Examples of how we have used 

technology with our stakeholders are 

 

Customers 

You should aim to contact all customers to see how they are fairing, you will be 

amazed the goodwill this generates. A simple “how are you coping with the 

shutdown” goes a long way Besides which it is only polite to do this with people you 

have worked with and come to respect and consider as friends. 

Contacting customers has been exceptionally rewarding for us as a business and 

personally during this time. Many customers have welcomes an unexpected call. 

Customers have been contacted using phone calls, zoom calls and webinars during 

this time and have employed a dedicated member of staff 

 

Staff 

The first thing staff experience during times of uncertainty is Fear, I include in staff 

regular subcontractors. Your very first task as a leader is to dissipate this fear. If you 

don’t then it will permeate throughout the organisation and beyond. We all sat down 

when the lockdown was first announced (virtually) and discussed how we thought 

this was going to pan out. 

Any fears were soon forgotten when the action plan was rolled out and 

responsibilities were established. 

More regular than normal meetings during the lockdown (once a day) have always 

started with a WIFLE (what I feel like expressing is …. ). We have used the time to 

hone in on KPI’s, areas of responsibility and to make sure that we have all been 

pulling in the companies required direction. 

The morning meeting has been used to increase knowledge in the company and we 

always have a 10 minute training session, even with our business coach on a 

Thursday morning. 

It is at times like these when good companies become great companies and yes we 

will continue with the daily meetings when the crisis is over. The level of team 

building and co-operation has reached new levels. 
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Suppliers 

Suppliers also form an important constituent of the performance. Just as with 

customers we have maintained constant and continued dialogue with our suppliers. 

The best ones were straight on the phone to us, doing exactly what we were doing 

to our customers. 

 

The Market and Your Local Surrounds 

I never ceased to be amazed how the “Hunkered Down” fail to see that their opinion 

could well be of use to so many people. Do not retreat in your shell, if you have 

something that could be of use say it and keep on saying it until you think people 

are fed up with it … and then say it some more. 

If you have an area of expertise people need and deserve to have your help, this is 

not just the case for accountancy as in the case for Lite Tax. I have had and acted 

upon useful advice from Mortgage Brokers, Bankers, Investment Guru’s and even 

Cleaners. The list goes on .. 
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Cutting Costs As A Strategy  to Deal with the Downturn 

 

You should also compare this to if you did nothing at all simply to hunker down is 

not an option in any crisis.  

An analogy can be drawn to a fruit machine, with a 70% pay-out rate on the first 

spin will yield £0.70. (equivalent to losing 30% of your customers) This will diminish 

to £0.49 in statistical terms on the second spin £0.34 on the third spin and so on. 

How long will it be before the revenue does not cover a businesses overheads? 

You need to be topping the pound up every time you spin (get new customers to 

replace the lost ones at the very worse) 

Costs, however can be divided into two categories fixed and variable. A fixed cost 

does not vary with the level of economic activity of a business whereas a variable 

cost varies in direct proportion to the level of sales. 

Examples of fixed costs include rent, rates staff salaries and other incidentals such 

as insurance. 

The problem with fixed costs are that they need to be met whether or not the 

business has any sales. So if the rent is £2500 per month this will need paying 

whether the sales are £50,000 or zero. Not a problem in the first instance but quite 

challenging if there is nothing in the coffers.  

Variable costs will as the name suggests vary with the amount of sales, so if the cost 

of producing something is £2 and the selling price is £10 then the Sales will recover 

the cost of production. Equally if you sell nothing there is no costs. 

 

Some large companies have based all of their finances on all costs being variable. 

Hanson Aggregates, for example, when I worked for them worked out an ex-works 

price of a tonne of stone on a variable basis. Their argument being that if a 

production centre was not needed it could be closed and thus the costs could be 

considered as variable. 

The basic rule here is that you should attempt to keep all of your costs variable 

there are a couple of things to watch out for :- 

 

1) Some costs are unavoidably fixed such as a salary, nevertheless many 

companies will attempt to overcome this by using contractors who are hired 

only when needed. 

2) You need to be careful that variable costs are against sales and not 

production in this instance. We have all heard talk of Russian organisation 

producing only left shoes. Their cost structure may have been brilliant but 

their product was unsaleable ! 



14 
 

3) Some costs by their very nature are semi fixed or semi variable. This is 

especially the case in small organisations. I guess it could be argued in the 

end that all costs are variable as if they don’t pay for themselves economics 

will eventually resolve the situation. 

An interesting concept that is often discussed is where marketing lies in this cost 

spectrum. The traditional theory says that marketing is a fixed cost and is often one 

of the first budget to get cut during a downturn. 

On the contrary Marketing should be viewed as an investment - if it is used correctly 

and should be the last budget you should think about cutting during a downturn. 

You should make sure that you are getting the right outputs for your advertising 

spend. This is an issue that has challenged businesspeople for ever. As John 

Wannamaker the founder of Macy’s once said  

 

“Half the money I spend on advertising is wasted; the trouble is I don't know which 

half”. 
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Measure your results 

It is more important than ever to keep you hand on the company’s rudder during an 

economic downturn. There are a number of areas to look at we put these into key 

performance Indicators (KPI’s) 

You must make people accountable for the performance of the KPI, review them 

regularly and summarise them on a daily, weekly of monthly basis. Its no good just 

to measure things for the sake of it you must make people responsible for achieving 

targets and take corrective action if this is not being achieved. 

Areas that can be measured will include :- 

 

 

Marketing KPI’s 

As described above in order to generate new sales marketing must be undertaken. 

Measure your inputs and outputs, this will vary according to your industry but if we 

look at Linked in as an example your KPi’s may be 

 

No. of Posts made 

No. of views of profile 

No. New Links 

No. of messages 

No. of leads 

No. of new clients 

 

Track this over time and against your planned activity, you need to analyse what is 

working and what is not working. For example if you are posting 5 posts against a 

planned 2 but only getting 50% of the views on the profile then ask why ? 

Is your content relevant and to the usual high standard? 

 

Sales KPI’s 

We keep a stringent Leads to Quotes to Sales KPI both in terms of number of people 

and the value of the business. 

Individual prospect details are kept this serves a number of purposes 
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1) We can analyse prospects that have been converted into clients and find out 

what worked. Equally we can look at the prospects who did not join us and 

see why not. 

 

2) You can go back through the list to see if there are any outstanding quotes 

that you have given out who have yet to be converted to a client. 

 

 

3) All prospects can be considered as potential clients, they are just not ready to 

be clients yet – Keep in touch with your future marketing efforts and they 

may come back for a second bite of the cherry one day, when their 

circumstances change. 

 

Cash KPI’s and Cashflow Forecasting 

 

The saying goes  

Turnover is for Vanity 

Profit is for Sanity 

BUT CASH IS KING. 

 

I was explaining this to a client recently who was wondering if he should take a job 

on that involved expending £2k on materials. The income from the job was £8k so a 

nice profit of £6k. I asked what would happen if the materials were bought and 

could not be used elsewhere but the customer refused to pay. A £6k profit would 

turn into a £2k loss. Much better to ask for an instalment when you purchased the 

materials or even get the customer to purchase them (often used by small 

construction firms that want to keep below the VAT threshold). 

The £6k profit cannot be considered to be profit until it is safely in the bank. 

 

You should keep a track on the cash received through the bank on a daily basis. This 

keeps your mind on what is due in and reminds you to chase this if it has not 

arrived. We use a daily control sheet for this amongst other targets (new sales, 

amounts invoiced, cash collected, customers contacted etc). It is amazing how 

simple this is and how well it works. 
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 30.3.20 6.4.20 13.4.20 20.4.20 27.4.20 4.5.20 

QTR 1 WK 1 WK 2 WK 3 WK 4 WK 5 WK 6 

MON  792 2483 288 1140 1454 3802 

TUE 1250 224 2160 1036 1296 1000 

WED 1831 2034 1547 1636 1150 367 

THU 24 2021 1398 150 592 1042 

FRI 901 1920 1632 488 1943 5052 

              

TOTAL 4799 8682 7025 4450 6436 11263 

TARGET 6923 6923 6923 6923 6923 6923 
       

Cumulative Total 4799 13480 20506 24955 31391 42655 

Cumulative Variance -2124 -366 -264 -2737 -3224 1116 
Daily Cash received record 

 

 

Think about projecting your cash forward in the form of a cash-flow. This is simply a 

tool that is used to project your cash income (usually the difficult bit) against your 

cash expenditure. You can simply project this forward for a period using a simple 

spreadsheet. In times of “crisis” it is often important to update your cash-flow on a 

daily basis, updating your projections with actual figures. Spreadsheets are 

marvellous for this as if the incorporate the actual figures when they occur, thus 

overwriting the projections and allowing alterations to take place in real time 

Simple Cashflow        

  Mon Tues Wed Thus Fri Sat Sun 

Cash B/Fwd  

              
100  

              
200  

          
2,000                200  

-             
800  

          
1,750  

          
1,950  

         

Income from Sales 
          

2,000  
          

2,500  
              

200            1,500  
          

3,500  
              

200  
                    

-    

Other income 
              

600              

Total Income 
          

2,600  
          

2,500  
              

200            1,500  
          

3,500  
              

200  
                    

-    

                  

Materials  

              
700  

              
600  

          
2,000  

                    
-    

              
800  

                    
-    

                    
-    

Wages  

                    
-    

                    
-    

                    
-              2,500  

                    
-    

                    
-    

                    
-    

Rent  

          
1,500  

                    
-    

                    
-    

                    
-    

                    
-    

                    
-    

                    
-    

Rates  

              
300  

                    
-    

                    
-    

                    
-    

                    
-    

                    
-    

                    
-    

Telephone  

                    
-    

              
100      

              
150  

                    
-    

                    
-    

Total Expenditure 
          

2,500  
              

700  
          

2,000            2,500  
              

950  
                    

-    
                    

-    

         

Cash Carried Forward 
              

200  
          

2,000  
              

200  -             800  
          

1,750  
          

1,950  
          

1,950  
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You can see from the cash-flow above (in its simplest form) that the company does 

not have a problem until Thursday when the wages are due to be paid but there is 

not enough cash in the bank to cover this. Having the tools to foresee a problem is 

really important. If you know you have a problem on Thursday Planning gives you 

options you could :- 

 

i) speak to the bank manager on Monday to arrange a temporary overdraft. 

ii) Delay the £2k payment of materials until Friday. 

iii) Delay payment of wages by one day or 

iv) Accelerate payments due to be received on Friday by one day or more. 

 

Or any combination of the above plus a myriad of other things. Just knowing you 

have a problem goes a long way to planning to sort it. 

Don’t forget transactions often occur these days over the weekend you will need to 

factor these in. 

The length of time you should run your cashflow over will depend on what you ned 

to use this for. Daily cashflows are usually needed in times on cash shortages to plan 

daily incomes and expenditures. Monthly cashflows are often needed by banks and 

other institutions along with other financial statements to investigate loans and 

investments. 

Cashflows should be a forecast of your bank balance and will not include non-cash 

items such as depreciation. 

 

 

Credit Control KPI’s 

You should regularly review your aged debt analysis to see if there are any problem 

or delinquent debts. Reviewing the aged debt analysis is only half of the job. What is 

the point of knowing customer x owes you £1.2k from 90 days ago and not doing 

anything about it !? 

 

A useful measure often used by business to measure the effectiveness of credit 

control is debtor days. The formula for this is  

 

Debtors outstanding in total       365 

         Annual Sales     
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This tells us how long in days it is before a sale is turned into cash. 

 

A company that has annual sales of 75,000 and debtors of 15,000 will have a debtor 

day of 73. Use this to compare with previous measures you have taken or similar 

industries. (don’t forget to include or exclude VAT from both figures) 

 

Debtor days can be improved in one of two ways, either by collecting more cash or 

by making more sales. It is important to remember that just increasing sales without 

collecting cash to pay for the expansion can lead to overtrading. 

 

The Profit and Loss 

 

Remember the saying Profit is for Sanity. If we assume we are making enough 

money through the profit and loss account this will eventually turn into cash. 

The profit and loss account will therefore tell us over a period of time whether the 

business is feasible. Quite simply it is the revenue for a month matched against the 

costs. This does not include VAT as in reality that is money collected by the 

organisation for the government. 

 

As from April 21 it is planned that all uk companies should be running their accounts 

in a digital format. This will be a requirement of HMRC. 

Whilst in the first instance this seems obtrusive there are certain advantages for 

both businesses and their long suffering accountant. From both  point of view it will 

save time in sending papers in the ubiquitous cardboard box on the 30th January. 

You should not only have up to date information of such historical items such as 

Profit and Loss, but you should also be able to drill down and interrogate what the 

£4.50 spent in postage was in March. 

We have seen the advantages gained in a business that is on top of its figures in the 

cashflow example above. 

Bookkeeping will also be made much simpler by using Apps to collect invoice data. 

This when combined with Sales invoices raised from the system will be the basis for 

your profit and loss account. 

By using a Making Tax Digital software product you should be able to keep a keen 

eye on your finances from any place in the world with Wi-Fi at any time of the day. 
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Does this sound too good to be true, I can honestly say I raised an invoice to a 

client while watching a cricket match using my telephone in Kuala Lumpur. He was a 

bit perplexed that this was at 3.00 am uk time. 

So what is the difference between Profit and Cash?  With profit the revenue is 

matched with the costs. Consider the simple transaction of buying and selling a car. 

It is bought on the 31 December for £5,000 and sold on the 1 January for £10,000. 

A £5,000 profit. The companies accounting year end was the 31st December so was 

there a loss in one year and a profit in the next. Well no the car would have been 

shown as an asset (stock) at the end of one year and the asset would have been 

reduced in the next year at a cost to go against the revenue. 

 

Cashflow is a bit more simplistic showing at outflow from the bank one day and 

inflow the next. 

 

Profits can also differ from cashflow by “accounting guesses” in the form of accruals 

and prepayments. If you are due to pay for something but have not been invoiced it 

you can accrue the costs. (reduce profit) The same way if you have paid for 

something in advance such as insurance or business rates, you can reduce the costs 

in the profit and loss by prepaying them (increases profit).  

Many large companies use accruals to smooth profits (especially if they are linked to 

bonus payments) and while there are accounting rules as to what can and can’t be 

done, these can be stretched. I remember using the “Roland Rat Reserve” and the 

“Basmati Reserve” to pull profits through from one year to the next in a large 

company I worked for at the behest of the then finance director. The company had 

already paid the maximum bonus for that year to the managers ! 

 

The Balance Sheet 

The Balance Sheet is often the most overlooked financial statement by managers but 

it is often the most often looked at by investors and financiers. 

The balance sheet shows how much the company owes and is owed at any one 

time. True it can be manipulated by accounting policies but in its purest form it 

shows the net worth of a business. This is particularly true of a small business. 

A company could have lots of money in the bank, be profitable but still have trading 

difficulties if it had not paid its debts. 

If you are trading with a company in turbulent times pay particular attention to the 

balance sheet, try and make sure it is up to date as for a Limited company the 

newest transaction could be 9 months out of date. 
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This is a snapshot at a certain period of time of the value of the company. Look for 

the acid test ratio, which is the current assets compared to the current liabilities. 

Negative net current liabilities will be indicative that the company may have trouble 

in paying its debts. Even more telling is the acid test ratio, when stock (needing 

some time to liquidate) is removed from the current assets. 

The acid test ratio shows if the company ceased trading tomorrow how much it 

could liquidate in readily tradable assets (debtors and cash mostly) to pay its trade 

creditors, tax bills and the like.  

Look to see if there are any fixed or floating liabilities before commencement of 

trade with a company that you are unsure of. It is usual to see a charge from the 

bank to secure an overdraft but any other charges should be questioned. You can 

discretely find these registered on the companies record at companies house. 
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Government Help 

It is important that you understand and use Government help that is available. 

Grants are being paid to small to medium businesses leisure and retail businesses 

with premises. These are even available to small serviced offices. 

There is an opportunity to furlough employees and receive 80% of their salary. 

It is our opinion as a company that everyone should be making use of loan facilities. 

Bounce back loans offer up to £50k of funding for small businesses. Many customers 

are reluctant to take these out. The response has always been if I lent you £50k 

interest and repayment free, as an insurance against calamity and asked you to 

repay this in a years time would you take me up on this offer ? 

The answer is always yes, and the answer is always as predictable, if my money is 

good enough why not the governments ? 

In the worse case and the economy collapses £50k would be a lifeline. If things 

were that bad and you borrow through a Limited Company (see below) the liability 

could cease with the company. 

 

A full Coronavirus financial checklist can be found on www.litetax.co.uk 
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Protect yourself – Limited Liability 

Soloman Vs Soloman 1897 established the concept of Limited Liability in UK law. If 

you trade through a limited liability company (unless you give a personal guarantee 

to a bank or similar) and you don’t trade whist insolvent, you losses will be limited to 

the share capital pledged to the company. 

If you managed to secure borrowing of £1million and this went wrong, the 

shareholders would only be liable to forfeit the value of the shares, this could be as 

little as £1. 

It is at times of financial difficulty that this particularly comes into its own. Ventures 

may continue to trade, when without the companies act the proprietor of the 

business may have been tempted to throw in the towel as his risked losing his 

personal assets without Limited Liability. 

That apart there are certainly a number of tax advantages to trading through a 

company. A lower basic rate of corporation tax compared to income tax, the ability 

to reclaim more costs and charge a more commercial rent for using your property for 

the company and the removal of the need to make such a large payment on account 

could help to save companies. 
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If you find yourself in trouble 

Even the best run companies can find themselves in trouble during a downturn. 

Being successful is not easy at any time but especially not when economic, social 

and environmental pressures come to bear. 

I have no doubt that the recession or as some people are saying depression caused 

by the Corona Virus pandemic will put a great number of organisations out of 

business. You could have followed every right course of action and yet still be 

wrong. At the time of writing this many airlines are appealing for cash from the 

government for their very existence. It is not a slight on your character, you are in 

good company Sir James Dyson, named the top of the Sunday Times rich list in May 

2020, took 15 years and over 5,126 prototypes before he eventually succeeded. Reid 

Hoffman had a failed social media platform before co-founding linked in. 

If you find yourself in trouble and have tried everything suggested, it is time to get 

the right advice, take some hard decisions and then act. There is nothing sadder 

than seeing a small business struggle on with no hope of recovery because 

everything has gone against them.  

Do not put off the inevitable, it is nothing personal, you will do yourself more harm 

in the long run if the business is allowed to flounder, without prospect of ultimate 

survival. Protect yourself as much as you can both financially and health wise. 

One word of warning, if you try to go it alone in winding up your company you will 

leave yourself vulnerable. Employ a recognised expert and negotiate hard. Think 

about your end game. This will usually be to Pheonix your existing operation or to  

free you up from the burden of previous operations, or a combination of the two. 

 

Investigate simply striking the company off, Company Voluntary Arrangements 

(CVA’s)  or Formal Insolvency for Limited Companies. 

For individuals look at a simple repayment strategy, Individual Voluntary 

Arrangements (IVA’s) or even Bankruptcy 

Bankruptcy does seem a bit harsh but there is not the stigma that was once 

attached to it and  a person can be discharged in as little as 12 months. 

 

I have known several people who have one of these courses of action and in every 

case they are amazed at the level of pressure that is taken from them. Having 

creditors/credit card companies and recovery agencies on the phone three or four 

times a day is not only hugely distracting but it is soul destroying. 
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You have Survived Now Thrive - and – Profit from the Downturn 

For every threat there is an opportunity. Other organisations may not have the 

tenacity, forethought and vision to keep going the same way as you. 

From the depressions in the past great empires have grown, think of James 

Carnegie (him of How to makes friends and influence people fame) and John Paul 

Getty in the 1930’s.  

 

Where businesses have failed you may be able to make them work as a bolt on to 

your own organisation. It is a time when there is often deflation in assets (houses, 

stocks and shares and businesses). I personally have talked to many investors who 

assured me that a downturn is in fact the best time to make serious money. 

 

If you have steered your organisation through turbulent waters, looked after it 

financially you are in the best position to look forward. Every depression or recession 

ends, eventually. 

 

You should have a leaner business, be more financially aware and able to spot that 

golden opportunity that may arise once in your lifetime.  
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www.Litetax.co.uk 

Admin@litetax.co.uk 

01275 541807 

 

 

 

http://www.litetax.co.uk/
mailto:Admin@litetax.co.uk

