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The spread of COVID-19 is causing social and economic uncertainty for even the strongest companies. With the health and safety

of those guiding decisions, and both short and long-term objectives in mind, we are assisting clients with contingency planning and

evaluating all strategic alternatives.   

Cooley restructuring lawyers increased their support of management in the boardroom, counseling directors and officers regarding

their fiduciary duties in the face of liquidity issues that are magnified by the coronavirus. We are actively crafting intermediate

solutions for businesses confronted with significant interruption, less access to the capital markets, overly burdensome leases and

other contracts, and complex employee issues. We are also working with creditors to preserve and maximize value for all parties. 

Some of the key issues we are addressing include: 

1. Liquidity and access to capital

We are working with clients on managing liquidity and are assisting borrowers in reviewing their existing loan facilities to access
all available funds. Because the COVID-19 restrictions change daily, projections for revenue and cash requirements are

speculative. We are advising clients on how to maintain maximum flexibility given their individual financial needs and sensitivity

to risk. Borrowers and lenders alike are reacting in real time to the present circumstances. We are partnering with clients in both

groups to customize negotiating strategies that are tailored to protecting their interests.

We are also recommending that clients develop budgets indicating their projected inflows and outflows of cash for each of the

next 12 weeks. In many cases, two or even three budgets are appropriate, each modeling weekly cash flow under different

COVID-19 restrictions (e.g., weekly cash flow for the next 12 weeks if retail stores are shut down 14 days versus weekly cash

flow during that period if retail stores are closed for six weeks). 

2. Force majeure

Many contracts contain a force majeure clause that relieves one or more obligations if performance becomes impossible due to

some massive, unforeseen event (e.g., fires, earthquakes, floods or wars). We are working with clients to evaluate any such

provisions in their contracts, as well as how other strategic alternatives can help address contracts that present a burden to their

businesses. 

3. M&A transactions

Negotiating purchase price adjustments based upon debt, cash and working capital will take finesse given the huge fluctuations

between signing and closing that may occur. Even the values of previously stable assets cannot be accurately estimated in

these volatile times. Nevertheless, there will be merger activity, and Cooley professionals are prepared to advise on that

strategic alternative.

4. Employment

Many companies are facing complex COVID-19 issues with respect to their employees and temporary business closures.

https://www.cooley.com/services/practice/debt-finance
https://www.cooley.com/news/insight/2020/2020-03-17-applicability-of-force-majeure-and-related-doctrines-in-response-to-covid-19
https://cooleyma.com/2020/03/17/navigating-today-public-company-hot-spots-and-ma-negotiations-with-the-impact-of-covid-19/
https://www.cooley.com/news/insight/2020/2020-03-06-proactive-steps-for-employers-to-take-in-coronavirus-covid19-outbreak


Cooley has developed proactive (and evolving) steps for employers to take and re-evaluate in connection with COVID-19.

5. Insurance

Many businesses are suffering substantial losses due to COVID-19. Cooley has developed a checklist with respect to

coronavirus losses, which starts with evaluating the pertinent insurance policies.

This content is provided for general informational purposes only, and your access or use of the content does not create an

attorney-client relationship between you or your organization and Cooley LLP, Cooley (UK) LLP, or any other affiliated practice or

entity (collectively referred to as "Cooley"). By accessing this content, you agree that the information provided does not constitute

legal or other professional advice. This content is not a substitute for obtaining legal advice from a qualified attorney licensed in

your jurisdiction, and you should not act or refrain from acting based on this content. This content may be changed without notice. It

is not guaranteed to be complete, correct or up to date, and it may not reflect the most current legal developments. Prior results do

not guarantee a similar outcome. Do not send any confidential information to Cooley, as we do not have any duty to keep any

information you provide to us confidential. When advising companies, our attorney-client relationship is with the company, not with

any individual. This content may have been generated with the assistance of artificial intelligence (Al) in accordance with our Al

Principles, may be considered Attorney Advertising and is subject to our legal notices.

Key Contacts

This information is a general description of the law; it is not intended to provide specific legal advice nor is it intended to create an

attorney-client relationship with Cooley LLP. Before taking any action on this information you should seek professional counsel.

 

Copyright © 2023 Cooley LLP, 3175 Hanover Street, Palo Alto, CA 94304; Cooley (UK) LLP, 22 Bishopsgate, London, UK EC2N

4BQ. Permission is granted to make and redistribute, without charge, copies of this entire document provided that such copies are

complete and unaltered and identify Cooley LLP as the author. All other rights reserved.

Robert Eisenbach 
San Francisco

reisenbach@cooley.com 
+1 415 693 2094

Cathy Hershcopf 
New York

chershcopf@cooley.com 
+1 212 479 6138

Michael Klein 
New York

mklein@cooley.com 
+1 212 479 6461

Cullen Drescher Speckhart 
Washington, DC

cspeckhart@cooley.com 
+1 202 776 2052

https://www.cooley.com/news/insight/2020/2020-03-13-insurance-checklist-for-coronavirus-losses
https://www.cooley.com/legal-notices

	Guiding Borrowers and Creditors Through the Turbulence Created by COVID&#8209;19
	Key Contacts


