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The Q&A roundup series 1: Working capital 
planning and cash flow management 

You asked, we answered. 
 

Here are our responses to the questions you had in store for us, during our webinar on 

‘working capital planning and cash flow management.’ 

 

 
What are the currently available options to reduce cash outflows? 

 

The strategy for reduction of cash outflows varies based on context, and depends on the 
contract structures of the company. You can adopt techniques such as; 

 Evaluating which fixed expenses can be converted to variable expenses, such as pay 
per use or per unit of output, rather than fixed payments each month. 

 Examining maximum credit periods that can be utilised with your vendors/suppliers, 
but at the same time ensuring this does not hamper their business operations. 

 Looking at cost levers that can be optimised in the current scenario, while 

implementing new budget structures that are more granular than normal. These 
need to be able to be monitored on a real-time basis and be flexible for re-allocation, 

depending on the speed of recovery or change in market dynamics (i.e. certain 
regions may see a surge in sales activity or have a few plants operating, instead of 

all.) 
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Is it correct to assume that liquidation of investments should be 
considered as a last resort? 

 

Liquidation of investment is a commercial decision and the views on it depend on 

specific facts, patterns, business requirements, and management philosophies.  

 

The following scenarios, amongst several others, can also define divestment of an 
investment portfolio; 

 Management’s view of the future trend in the value of the investment 

 Strategic reasons for holding such investments 
 Cash flow and working capital situation of the organisation 

 Alternate options available to the organisation   

 

 

In a situation when an advance has been paid to a supplier or 
received from a customer, and COVID-19 is treated as force 

majeure, is there a likelihood of losing the amount? 
 

A force majeure clause typically grants immunity against penal consequences for non-

performance/delayed performance of contractual obligations. It does not allow one to 
unduly enrich themselves by retaining the advance received, while failing to perform 
their part of the obligation. This being a legal issue, it is advisable to consult your legal 

counsel and follow their advice. 

 

 

Could you provide any advice on how to manage receivables from 

government clients? 

 

The government is taking steps to facilitate payments so as to ensure unnecessary 
delays. It is preferable to approach the appropriate authorities for payment 

representation, to try to collect monies in a timely manner from the government or 
public sector undertakings (PSUs). 

 

 
Could you provide a comparative list for reduced withholding tax? 

 

The government has not granted any reduction in withholding tax rates. The Taxation 
and Other Laws (Relaxation of Certain Provisions) Ordinance 2020, has provided that 

the payment of any amount due towards tax or levy, if delayed, will attract interest at 
three-fourth percent for every month or part thereof, provided the same is paid on or 

before 30 June 2020. It has been further provided that if the tax is paid on or before 30 
June 2020, then no penalty shall be levied, and no prosecution shall be sanctioned in 
respect of delayed payment.   
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Are COVID-19 related anticipated losses and contingencies as of 
31 March 2020 an allowable expense? 

 

In a situation where the losses (resulting from, expense being recorded, and no revenue 

emanating during the COVID-19 lockdown situation) are actually accounted for in the 
books of account, it is likely that these losses would be allowed.  

 

Having said that, a factual matrix of each situation needs independent analysis to 
provide a definitive response. 

 

 

As per my understanding, GST payments due on 20 April 2020 can 

be paid up to 5 May 2020 without any interest. Interest at 9 

percent is levied if payment is made after 5 May 2020.  Would this 
understanding be correct? 

 

This understanding is correct. 

 

 

Does the business disruption clause in insurance cover this 

pandemic? How can a claim be made to insurers? 

 

This will be specific to the insurance policy. You will have to connect with your insurance 

partner to assess the specifics. 

 

 

Will there be interest charged on deferred interest or 

instalments?   

 

Interest will be accrued on instalments deferred. 

 

 

Under the current circumstances, does the determination of non-

performing assets (NPA) automatically get extended by another 
90 days, in addition to the existing 90 days? What impact do you 

see with regard to provisioning? 
 

The moratorium period will provide relief to NPA calculation as well. This means the 

deferment will not be considered a default. This has been communicated to credit rating 
agencies as well, for appropriate reflection in credit ratings. 
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Any suggestions on how to manage our cash flows in a situation 
where the inward cash is held up? 

 

• Digital collection platforms enable organisations to collect payments from B2B 

distributors/customers, especially in instances where the sales/collection teams 
would have been typically deployed to collect cheque payments. These platforms 

can be integrated with your ERP systems to pass on collect calls, application of 
collections, etc.  

• You could also avail banking facilities such as factoring and receivables financing, 

depending on your bank arrangements. 
• Faster collections can be made by empowering sales teams with real-time data 

around sales, collection due dates, and authorisations to enable them to provide 
early payment discounts, dispute resolutions, etc. 

 

 

Does the moratorium on EMIs for retail loans apply only to 

standard assets, or to all loans in the portfolio which are not 
written off? 

 

Moratorium is applicable primarily for standard accounts as on 29 February 2020. 
However, it also depends on how banks are extending it to the end customer – PSU 
banks are seen generally taking a more liberal view and extending to all customers, 

while private sector banks are seen being more selective. 

 

 
Can selling ICDs to ARC be an option for short-term funding? 

 

ICDs cannot be sold to ARCs. Only non-performing financial assets of banks/NBFCs are 
covered under the Reserve Bank of India (RBI) guidelines for acquisition by ARC. 
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