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From: Matt Hoffman <matt@afiahealth.com>
Sent: Tuesday, March 24, 2020 10:36 AM
To: Cristina Mosella <Cristina.Mosella@mccmh.net>
Subject: Weathering the Financial Impact of the COVID-19 Storm 
 
Actionable ideas about the financial metrics and concepts to monitor during COVID-19 from Afia's VP of Financial Strategy
		

	Good morning,
 
Below is a message from Afia's VP of Financial Strategy, Cynthia Sikina, that highlights thoughts and ideas for monitoring your financial health during this difficult time.
_ _ _ _ _ _ _ _ 

	Every organization is facing financial challenges during this unprecedented time, and every organization needs to monitor key financial indicators to help make decisions to weather the COVID-19 storm. 
 
BALANCE SHEET
Now is the time to pay close attention to your balance sheet.  Are your current assets enough to pay your current liabilities?  While all three of the following ratios are valid indicators of your ability to meet your current obligations, the Cash Ratio only relies on cash in the bank and short term marketable securities as your sources of immediate funds, so it is the most aggressive ratio to monitor.
· Current Ratio = current assets / current liabilities
· Quick Ratio = (cash + short term marketable securities + accounts receivable) / current liabilities
· Cash Ratio = (cash + short term marketable securities) / current liabilities
CASH FLOW
It is also critically important to closely monitor cash flow more diligently than ever; watch it daily and prepare a rolling 13-week cash flow forecast.  You will quickly see when you will be facing the biggest drain on your cash position, which will help you develop strategies for addressing those periods of cash deficits.
 
Now is also the time to count on your trusted relationships to do their part to assist.  Talk with your bankers to establish a line of credit.  Negotiate an extension of the payment terms for any existing debt with your lender.  If you are subject to any debt covenants, ask for a suspension of those requirements until the organization can get its operations back to full capacity.  Talk with vendors about establishing extended payment arrangements. Talk with your key funding sources about the option to maintain previous level of payments for the next ninety days.  It does not cost you anything to ask!
INCOME STATEMENT
You also have to pay attention to your income statement.  Pull in your key program leaders to help update the revenue and expense projections for the organization.  While some services can be provided virtually, and the payers have eased up the requirements for billing those services, you are going to see a downturn in your revenues.  So, cutting or deferring expenses will be necessary. You will be surprised how much cost you can cut or defer when you look at your recent expenses in detail.  Defer capital expenditures that are not critical during this period.  You will likely not be recruiting new staff, so any expenses related to training and recruitment can be eliminated from the forecast.
 
FUNDRAISING 
Now is also a good time to think outside the box.  Get creative and hold your fundraising events virtually.  Yes, you may not generate as much revenue, but you will also not be incurring as much cost.  Ask key donors to advance their normal end-of-year gifts.  Again, it does not cost you anything to ask!
 
You have a great deal of responsibility for the clients you serve and the staff you employ, so I hope this message was helpful as you develop your game plan.  If you would like to schedule a time to talk in person, please do not hesitate to reach out to me directly.
 
Cynthia Sikina 
Vice President, Financial Strategy
[bookmark: _GoBack]csikina@afiahealth.com 
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