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INTRODUCTION 

26 June 2020 became a landmark date for the rescue and 
restructuring profession in the UK when, following Royal Assent  
on 25 June, the CIGA legislation came into effect. 

Fast-tracked as a result of the pressing need to support UK 
businesses in light of extensive COVID-19 disruption, the CIGA 
introduces a number of powerful measures to improve the 
potential for distressed companies to survive, stabilise and prosper: 

 X Protection from creditors for viable companies:   
a standalone moratorium that leaves the directors in charge 
of delivering a solution (under the supervision of a qualified 
’monitor’) while providing a standstill for a wide range of 
historical obligations

 X A new debtor-led compromise procedure: the ‘restructuring 
plan’, modelled on a scheme of arrangement with scope for 
greater flexibility, including reducing the power of dissenting 
creditors to obstruct a viable restructuring

 X Protection from supplier disruption: a prohibition on 
termination clauses being triggered by the new moratorium, 
restructuring plan or other formal insolvency proceedings.

The key aspects of the legislation are set out in this document.

PUTTING THE BOARD OF DIRECTORS BACK IN CONTROL  
OF BUSINESS RESCUE  

 X The Corporate Insolvency and Governance Act 2020 (CIGA) 
has come into law with immediate effect, rapidly passing 
through parliament to support UK restructuring reform in  
the face of the COVID-19 pandemic

 X This legislation provides the majority of UK corporates  
with various new rescue measures

 X BDO welcomes this biggest change to the UK’s restructuring 
and insolvency legislation in nearly 20 years and the 
opportunities it presents to protect and preserve businesses, 
jobs and value in times of distress

 X Businesses and funders of businesses need quickly to 
understand the implications of and opportunities afforded  
by the legislation.

BDO’S VIEW

These reforms represent the biggest change to the UK’s 
restructuring and insolvency legislation since the Enterprise Act 
which came into force in 2003 and we, at BDO, welcome them.

The measures go to the heart of many of the components of  
a successful turnaround, including: 

 X Encouraging early engagement:  We believe that reaching  
out for support should not have to mean giving up control.  
The new moratorium allows strong boards with credible 
plans to act early and drive company rescue, supported by 
turnaround professionals with valuable situational experience

 X Precious time:  The greatest barrier to an optimal outcome  
is often ‘runway’. The new measures afford companies 
enhanced scope to develop and deliver structured turnaround 
plans with an increased opportunity to drive operational/
financial restructuring.



 X Building confidence: The monitor role strikes a balance 
between giving a company space to implement a solution 
and providing independent comfort to creditors and other 
stakeholders that the company’s plan is realistically deliverable 
and is being pursued with due regard for their interests. This 
should make it easier for companies to obtain the level of  
buy-in needed from interested parties to deliver effectively

 X Removing obstacles to success: Measures to reduce the 
ability of hold-out creditors and critical suppliers of goods 
and services to frustrate a potentially viable restructuring are 
important advances, as is the potential for the temporary 
measure to limit the destructive power of winding up petitions 
for challenged but ultimately viable companies. 

 X Creativity: The protection afforded by the moratorium  
could increase the scope for more creative solutions involving 
company voluntary arrangements (CVAs), while the increased 
flexibility of the restructuring plan offers a wider range  
of approaches than previously available through a scheme  
of arrangement.

In the right circumstances, these new tools will further empower 
BDO’s business restructuring team to continue delivering solutions 
that work for everyone: supporting the UK rescue culture and wider 
economy, protecting employment, keeping strong boards and 
management teams in control, optimising outcomes for creditors 
and preserving current and future equity value for shareholders.

Consistent with our Rethink strategy, the application of these 
reforms will require ever-increasing levels of collaboration between 
the adviser, directors, creditors, shareholders and other financial 
and non-financial stakeholders as a means of developing positive 
solutions in challenging circumstances.

The new measures, although powerful, will only deliver to their full 
potential for UK businesses within a supportive, rescue-focused 
environment. We are encouraged to note that there is real intent 
from the lender community in particular to facilitate this revised 
and enhanced approach to rescue. We are also hopeful that the 
new measures will attract a reduced level of stigma relative to 
existing rescue/restructuring tools.

There are undoubtedly challenges ahead as the theory behind the 
reforms becomes the reality of implementation. A number of areas 
require clarification, and case law and best practice will evolve as 
levels of activity increase.

We do, however, relish such challenges and will focus on the 
opportunities we see to drive forward the UK rescue culture, 
recognising the important role we have to play in supporting the 
economy as the UK emerges from the lockdown period and into  
the new reality.

It is still too early to tell what that new economic reality will 
actually look like. The range of government financial support 
schemes – including furlough, the various loan and financing 
schemes and taxation deferrals – still play a significant role in 
supporting businesses. When these are tapered and eventually 
withdrawn, we do expect an increase in the number of companies 
facing the need to restructure to avoid failure.
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If you would like to learn more about the practical implications  
of CIGA 2020 for your business, we would be pleased to discuss 
these further with you. Your business restructuring contacts can 
be found here.

Consequently, we also expect the use of moratoria, CVAs and 
restructuring plans to increase rapidly. The success of those 
restructurings and hence the rescues they are intended to 
effect will depend heavily on constructive collaboration across 
stakeholder groups with aligned interests – debtors, their creditors 
and their shareholders all pursuing a common goal of optimised, 
equitable solutions that preserve businesses and jobs.

Our national team of restructuring professionals has a long track 
record of working with businesses experiencing cash and working 
capital pressure. We help our clients to form a rapid assessment of 
their situation, analyse the options available and support them in 
implementing the right solution. The  CIGA reforms undoubtedly 
enhance the range and quality of options available and we at BDO 
are ready to respond to the needs of the market and our clients.

Whether you are a director, a shareholder, an investor, a lender or 
any other business stakeholder, we are ready to support you as a 
trusted adviser to navigate your challenges.

https://www.bdo.co.uk/en-gb/rethink
https://www.bdo.co.uk/en-gb/services/advisory/business-restructuring


CORPORATE INSOLVENCY AND GOVERNANCE ACT 2020 SUMMARY OF PERMANENT CHANGES

RESCUE  
MORATORIUM

MONITOR  
ROLE

RESTRUCTURING  
PLAN

INSOLVENCY 
TERMINATION CLAUSES

Standstill from creditor action enables  
a restructure.

 X Company is considered to be unable, or is 
likely to become unable, to pay its debts

 X Moratorium is considered likely to  
result in the rescue of the company  
as a going concern

 X Creditor consent is not required for 
initial period of 40 business days and 
directors remain in control of the 
company throughout

 X Extensions of up to one year can be 
granted with consent of majority in 
value of pre-moratorium secured and 
unsecured creditors, or potentially 
longer via court consent

 X Company has a payment holiday on 
all pre-moratorium debts, save for, 
eg. the following: monitor’s expenses 
and remuneration, wages and salaries, 
redundancy payments, rent in respect 
of moratorium period, goods supplied 
during the moratorium, and debts 
arising under a contract or other 
instrument involving financial services.

Moratorium is overseen by a licensed 
insolvency practitioner.

 X Appointed to monitor the company’s 
affairs during the moratorium period

 X Must be an insolvency practitioner and 
confirms that the company is an eligible 
company and the moratorium is likely 
to result in the rescue of the company 
as a going concern

 X Required to approve certain 
transactions, grants of security,  
making of certain payments

 X  Must bring the moratorium to an end in 
certain circumstances, including where 
the company can no longer pay its debts 
during the moratorium or rescue on a 
going concern basis is no longer likely

 X Monitor consent needed for the  
company to sell unsecured assets (other 
than in the ordinary course of business)  
or grant security.

Majority of creditors must support  
the plan.

 X A company’s ability to access and 
recognition outside the UK will be 
similar to schemes of arrangement 
both of which will be subject to the 
impacts of Brexit but anticipated to 
be widely recognised through either 
private international law or cross-border 
frameworks following the end of the 
transition period in December 2020

 X Creditors and members divided into 
classes. An application can be made to 
exclude any out-of-the-money creditor  
or member from voting

 X 75% in value of creditors or members 
voting in each class must approve the plan

 X A cross-class cram down is possible 
provided that one class that would  
have an economic interest in the 
relevant alternative approves and the 
dissenting class would not be worse off 
than they would otherwise be in the  
relevant alternative

 X Court has ultimate discretion to sanction 
the scheme and must be satisfied that 
the scheme is fair. 

New restrictions on termination of  
supply contracts to customers in 
insolvency proceedings.

 X  Subject to certain exceptions, no longer 
valid in contracts for supply of goods 
or services – i.e. contracts cannot be 
terminated by reason of the company 
entering into an insolvency proceeding

 X Applies to new moratorium, CVA, 
liquidation, administration and 
restructuring plan

 X Suppliers should be paid for goods 
supplied during the moratorium, or the 
moratorium should be brought to an end

 X Super priority status if company enters 
into an insolvency process within 12 
weeks of the end of the moratorium

 X Suppliers can apply to court in the  
event of hardship.
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