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UK  

The Corporate Insolvency and Governance Act 2020 (Act) included a temporary relaxation of the laws around wrongful trading, a temporary ban on winding up petitions and 
permanent changes to the UK’s insolvency regime, including a new moratorium, protection of supplies (introducing an ipso facto regime) and restructuring plans, discussed 
below. The temporary measures no longer apply and the insolvency regime has returned to its pre-pandemic operation.

Corporate Moratorium The Act introduced a new procedure that enables a company to apply for a moratorium. The moratorium provides a simple 
way for companies that cannot or are unlikely to be able to pay their debts, to obtain the benefit of a moratorium for an initial 
20 business days, with the option to extend that by a further 20 business days. The moratorium can be extended for up to 
12 months with court and/or creditor consent. Similar to a Chapter 11 restructuring in the US, the company remains in the 
directors’ control during the period of the moratorium, but instead of decisions being monitored by the court, an insolvency 
practitioner will monitor the position. This is a standalone process and is designed to give companies breathing space from 
creditor pressure and a payment holiday from some creditors, enabling a company time to consider its rescue options, which 
may include refinancing, administration, CVA, liquidation or proposing a restructuring plan.

Protection of Supplies to Enable a Company to 
Continue Trading (Ipso Facto)

The Act introduced a provision to the Insolvency Act 1986 that prevents a supplier from terminating a contract because of 
an insolvency event or because of a pre-existing right to terminate that has not been exercised before the company enters 
into an insolvency process. The so-called “ipso facto regime” prevents suppliers terminating a contract and jeopardising the 
rescue of a business and applies to UK insolvency procedures including administrations, CVAs and liquidations, as well as the 
moratorium. To protect suppliers impacted by this prohibition, any supplies made post-insolvency will be paid by the company 
and if the supplier will suffer hardship as a consequence, the supplier can apply to court for an exemption to this provision.

Restructuring Plan This tool enables companies to propose a plan that (subject to obtaining requisite consent and court approval) will bind all 
creditors whether or not they vote in favour of the plan, through the use of “cross-class cram down”. The process is similar 
to a scheme of arrangement but enables companies to bind dissenting and secured creditors. The plan can be used in 
conjunction with the moratorium.
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