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3 December 2020 
 
Dear Convener 
 
UK GOVERNMENT – CORPORATE INSOLVENCY AND GOVERNANCE ACT 2020 
REINSTATEMENT AND EXTENSION OF TEMPORARY MEASURES 
 

I refer to my letter of 27 August 2020 (attached below for ease of reference) and provide you 

with an update following correspondence received from the UK Insolvency Service setting 
out two courses of action by the UK Government.  
 
Reinstatement of suspension of wrongful trading 

 

The UK Government previously decided that the temporary suspension of wrongful trading 
provisions should not be extended whilst the economy eased into normal trading.  This area 
of policy is reserved to the UK Parliament.  However, in light of the continuing pandemic and 

the economic impact it is having, this matter was reconsidered.  The UK Government 
brought forward regulations which were laid in the UK Parliament on 25 November 
reinstating the suspension of wrongful trading provisions from 26 November 2020 until 30 
April 2021.  There is a requirement for the UK Government to end the suspension at an 

earlier date if this is deemed no longer necessary. 
 
The Scottish Government  supports these measures, as they assist businesses and 
company officers during this difficult time and is aware that other organsiations, including the 

Institute of Directors, had called for the reinstatement of these temporary provisions. 
 
Temporary suspension of statutory demands and restrictions on petitions to wind up 
companies – Extension until 31 March 2021   

 
The UK Government is keen to avoid removing measures which could otherwise help to 
avoid a triggering of insolvencies and is therefore intending to further extend these 
temporary measures (which currently end on 31 December 2020) until 31 March 2021. 
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They have indicated that this is intended to be the last extension, whilst an exit strategy to 

the policy is implemented and to encourage negotiations between debtors and creditors in 
advance of the expiry date. 
 
I hope that this update is of assistance. 

 

 
JAMIE HEPBURN 
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Minister for Business, Fair Work and Skills 

Jamie Hepburn MSP 

 
 

T: 0300 244 4000 
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Gordon Lindhurst MSP, Convener, Economy, Energy 

and Fair Work Committee 
Scottish Parliament 
Edinburgh 
EH99 1SP 

 

___ 
 
27 August 2020 
 
Dear Convener, 
 
UK GOVERNMENT – CORPORATE INSOLVENCY AND GOVERNANCE ACT 2020 
EXTENSION OF TEMPORARY MEASURES 

 
I am writing to advise that I have received a notification from Lord Callanan, Minister for 

Climate Change and Corporate Responsibility, that the UK Government intends, subject to 
clearance, to extend the temporary measures contained within the Corporate Insolvency and 
Governance Act 2020.  The intention is to help companies recover from the impact of 
coronavirus – with no extension the temporary measures will expire on 30th September 2020. 

 
The Scottish Parliament agreed a motion of legislative consent in relation to the relevant 
provisions of the then Corporate Insolvency and Governance Bill on 16 June 2020.  The Act 
received Royal Assent on 25 June 2020. 

 
The UK Government proposes to extend the following measures and has set out the rationale 
as follows: 
 
Temporary suspension of statutory demands and restrictions on petitions to wind up 
companies – Extension until 31 December 2020   

 

 There is significant concern that the 30th September represents a cliff edge when the fiscal 

support measures and some of the regulatory easements are due to expire. This cliff edge 
poses a greater risk to companies going into insolvency resulting in job losses and 
closures. The UK Government is keen to avoid removing measures that could otherwise 
help to avoid a triggering of insolvencies and therefore proposes to extend these temporary 

measures until 31st December 2020 to give a further period for the market to adjust. 
 

Temporary modifications to the new moratorium - Extension until 30 March 2021   
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 In normal trading conditions a company in financial distress that wishes to enter a 

moratorium must be assessed as rescuable by an insolvency practitioner; must not have 
been subject to another insolvency procedure in the previous 12 months and where the 
company is subject to a winding-up petition, it must first apply to court before a moratorium 
may be entered. These criteria have been temporarily relaxed during the Covid-19 period 

to give companies more flexibility in accessing and using the new moratorium and thereby 
increasing the prospect of a company being rescued. As the lockdown eases, fiscal support 
measures conclude and trading conditions improve, many companies will carry the effects 
of the trading difficulties caused by COVID-19 over the last few months. Creditors will be 

able to enforce the debts accrued during the lockdown period, particularly by commercial 
landlords once the Coronavirus Act 2020 protections for tenants end on 30th September. 
Negotiating and arranging a company rescue (and/or seeking new investment) can be a 
protracted process and extending these measures will assist companies in dealing with 

debt built up during lockdown and will support their recovery from the economic effects of 
coronavirus. The intention is to extend the temporary moratorium provisions which relax 
the entry criteria and provide the necessary procedural rules for a further six months until 
30th March 2021. 

 
Temporary exemption for small companies from the requirement to continue to supply 
a company that has entered into an insolvency procedure (often referred to as 
termination clauses) – Extension until 30 March 2021  

 

 This extension will continue to provide relief for small companies from the requirement to 
continue supplying whilst the economy recovers and trading conditions improve. The 
intention is extend this measure for a further six months until 30th March 2021. 

 
Temporary relaxation of rules in relation to Annual General Meetings under Company 
Law – Extension until 31 December 2020 

 

 This allows companies and other entities such as building societies and incorporated 
charities temporarily to set aside requirements to hold physical meetings open to all 
shareholders or members and instead to convene meetings through electronic means with 
the minimum quorum. In recent weeks, there have been concerted calls from the business 

community (including the CBI, British Chambers of Commerce, GC100, Quoted 
Companies Alliance) to extend the flexibilities the CIG Act provides around the convening 
of statutory general meetings, including AGMs. The principal challenge cited by business 
is the difficulty in planning for future meetings given the long statutory lead times and the 

continuing uncertainty over the future status of the virus and the measures which might be 
required to control it.  From the perspective of groups representing those shareholders and 
members whose rights would arguably be compromised by extending the flexibilities, 
engagement suggests they are either supportive of extension or accept the case for it. The 

intention is to extend this measure until 31st December 2020. It should be noted, however, 
that regulation making powers under the Act do not allow for the measures to be extended 
for Scottish Charitable Incorporated Organisations (SCIOs) within the meaning of Chapter 
7 of Part 1 of the Charities and Trustee Investment (Scotland) Act.  On this point, Scottish 

Ministers are currently considering provision through a Scottish Statutory Instrument to 
extend those provisions for SCIOs.  

 
 

The UK Government does not propose extending the suspension of the wrongful trading 
legislation. The view taken is that as the economy eases into normal trading, it is only right 
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that relief from liability for wrongful trading offered to company directors who had been 

concerned about continued trading, should be removed. The wrongful trading provisions act 
as a deterrence against firms continuing to trade when insolvent racking up debts that may 
not be repaid to suppliers. It acts as an important protection for creditors. 
 

I would be keen to receive the Committee’s views on the proposals as set out and will be 
happy to reflect those in my reply to Lord Callanan. 
 

 
JAMIE HEPBURN 
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