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COVID-19 Pandemic: UK Government Winter 
Economy Plan & CIGA Extension 

*Fried Frank published a memorandum titled COVID-19 Pandemic: Key UK Government and Bank 

of England Initiatives to Support Businesses on March 30, 2020 and published updates to this 

memorandum on April 15, 2020, May 13, 2020 and June 15, 2020.  As we approach the expiry of a 

number of the UK Government's initial COVID-19 business support initiatives, this memorandum 

summarises the UK Government measures that have been announced and that are to be available 

to eligible UK businesses as we move into 2021. 

In early 2020 the UK Government and the Bank of England took unprecedented action to support 

businesses through the global recession brought on by the COVID-19 Pandemic through a number of 

economic initiatives, in particular employment retention initiatives and loan schemes.  On September 24, 

2020, Rishi Sunak announced the Winter Economy Plan against a backdrop of a resurgence in COVID-

19 cases in the UK and tightening restrictions across the country, including an increasing number of local 

lockdowns.  In addition to the support measures announced or extended in the Winter Economy Plan 

which are discussed below, the UK Government has undertaken to consider providing bespoke financial 

support for businesses of strategic importance to the UK if such businesses have been adversely affected 

by COVID-19 and exhausted all other options. 

Furthermore, the Corporate Insolvency and Governance Act 2020 (“CIGA”), which came into effect on 

June 25, 2020, introduced a significant set of reforms to the UK’s restructuring and insolvency regime.  

CIGA incorporates a mixture of both: (i) permanent reforms designed to update the UK’s insolvency 

framework (such as a new restructuring plan procedure and an independent moratorium process); and (ii) 

temporary measures focused on providing additional breathing space to UK businesses in order to 

manage the impact of the COVID-19 pandemic.  These temporary measures included (amongst others): 

(i) a suspension of statutory demands and winding up petitions; (ii) amendments to the UK’s wrongful 

trading provisions under English law; (iii) a prevention of the use of ipso facto (termination) clauses in the 

event of a counterparty’s insolvency as a result of COVID-19; and (iv) changes to certain corporate 

governance requirements.  Whilst a detailed review of all the reforms introduced under CIGA is beyond 

the scope of this memorandum, below we briefly outline certain key temporary measures which as of 

September 29, 2020 have been extended under The Corporate Insolvency and Governance Act 2020 

(Coronavirus) (Extension of the Relevant Period) Regulations 2020 (the “CIGA Regulations”). 

We will continue to track updates to the Winter Economy Plan, CIGA and any further measures as they 

are introduced by the UK Government. 

https://www.friedfrank.com
https://www.friedfrank.com/siteFiles/Publications/FriedFrankCOVIDPandemicKeyUKGovernment33020.pdf
https://www.friedfrank.com/siteFiles/Publications/FriedFrankCOVIDPandemicKeyUKGovernment33020.pdf
https://www.friedfrank.com/siteFiles/Publications/FFTOCCOVID19PandemicKeyUKGovernment04202020.pdf
https://www.friedfrank.com/siteFiles/Publications/FFTOCCOVID19BusinessSupportMeasures05132020.pdf
https://www.friedfrank.com/siteFiles/Publications/FFTOCCOVID19PandemicKeyUKGovernmentandBankofEnglandInitiativestoSupportBusinesses06152020.pdf
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Winter Economy Plan 

A. Employment Retention 

1 Job Support Scheme 

Key highlights: 

 Open to all employers with a UK bank account and a UK PAYE scheme, though larger employers 

will be required to demonstrate that their business has been adversely affected by COVID-19; 

 Employees must work a minimum of 33% of their usual pre-COVID-19 Pandemic hours; 

 The UK Government will reimburse eligible employers one-third of the employee’s usual pay for 

hours not worked (i.e., 22% of a participating employee's aggregate wages), up to a maximum of 

£697.92 per month per employee); and 

 The Job Support Scheme will be available after the Job Retention Scheme expires, from 

November 1, 2020 for a period of 6 months (i.e., until the end of April 2021). 

Employees participating in the scheme are required to work at least 33% of their usual hours.  

Employers will be required to pay each relevant employee: (A) their wages for the hours they actually 

work; and (B) 66% of their wages for the hours they do not work. 

HM Revenue & Customs (“HMRC”) will then reimburse participating employers for 33% of the wages 

for the hours an eligible employee does not work (or 22% of their aggregate pay), up to a cap of 

£697.92 per month per employee. 

This means that participating employees will receive at least 77% of their pay, provided that the UK 

Government contribution cap is not reached. 

Eligibility 

The scheme is open to all employers with a UK bank account and UK PAYE scheme registered on 

HMRC's real time information system for PAYE.  Eligible employers do not need to have previously 

accessed the Job Retention Scheme. 

All small and medium sized enterprises (SMEs) are automatically eligible.  However, large 

businesses (not yet defined for this purpose) must be able to demonstrate that their business has 

been adversely affected by COVID-19.  The UK Government has expressly stated that it expects 

large businesses will not make capital distributions, such as dividends to shareholders, while 

participating in the scheme.  Employers will not be able to make employees who are on the Job 

Support Scheme redundant during its duration. 

The initial guidance released by the UK Government only references "employees" in connection with 

the scheme.  Accordingly, it is not yet clear if employers will be entitled to claim under the scheme for 

other individuals who were eligible to be furloughed (i.e. agency workers, zero contract and casual 

workers, office holders and dependent contractors). 

The UK Government has confirmed that employers are not entitled to claim under the scheme for 

employees that are working their notice period before a redundancy. 
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Determining Payments under the Scheme 

Details on how to determine an employee’s wage costs have not yet been provided but it is possible 

the methods used to calculate wage costs pursuant to the Job Retention Scheme will apply.  It is also 

still unclear how the number of usual hours pre-Pandemic will be determined. The UK Government 

has confirmed that, like the Job Retention Scheme, employers will be reimbursed in arrears for the 

government contribution. 

As of the date of this memorandum, it has not been confirmed whether HMRC will reimburse 

employers for National Insurance or pension contributions. 

How to Access 

Detailed guidance on how to access the scheme is due to be released in the coming weeks. 

Considerations 

Employers should consider how this scheme will affect any existing redundancy programs or other 

reduced hours policies put in place as a consequence of COVID-19. 

The need for larger employers to show that COVID-19 has adversely affected their business to utilize 

the Job Support Scheme may dissuade some from choosing to utilize it over concerns that this may 

lead to unwanted focus on the financial impact on their business. 

Pursuant to the Job Retention Scheme, participating employers who also participated in the Job 

Retention Scheme will be entitled to a £1,000 bonus for each previously furloughed employee that 

continues to be employed by the employer as at January 31, 2021. Employers will be able to claim 

this bonus whether or not otherwise utilizing the Job Support Scheme for employees. 

Eligible employers may also continue to seek reimbursement under the statutory sick pay refund 

program.  A summary of this program can be found here. 

B. Extension to lending initiatives 

In addition to the introduction of the Job Support Scheme, the application deadline for the following 

four UK Government and Bank of England COVID-19 related lending initiatives have been extended 

until November 30, 2020: 

 Coronavirus Large Business Interruption Loan Scheme (CLBILS provides for loans up to 

£200 million, capped at 25% of revenue, to eligible UK-based businesses); 

 Coronavirus Business Interruption Loan Scheme (CBILS provides loans of up to £5 million 

with an 80% government guarantee to eligible UK-based businesses).  The UK Government has 

also announced lenders may elect to extend the term of these loans to 10 years (increased from 

a maximum of six years); 

 Future Fund (the Future Fund provides one-time convertible loans ranging from £125,000 to £5 

million to UK-based business which are subject to at least matching from private investors); and 

 Bounce Back Loan Scheme (BBLS provides UK government guarantees for loans between 

£2,000 and £50,000, capped at 25% of revenue, to support UK small businesses).  The 

https://www.friedfrank.com/siteFiles/Publications/FFTOCCOVID19PandemicKeyUKGovernmentandBankofEnglandInitiativestoSupportBusinesses06152020.pdf
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repayment terms of this lending scheme have been adjusted to give borrowers additional 

flexibility. Borrowers will be entitled to: 

 repay their loan over a 10 year period (increased from a maximum of six years); 

 elect on three separate occasions to utilise interest only repayment periods for up to six 

months; and 

 apply for one repayment holiday for up to six months (after making six repayments under the 

scheme). 

Support will also continue to be available to eligible businesses through the COVID-19 Corporate 

Financing Facility until March 22, 2022. 

A summary of these lending support measures can be found here. 

C. VAT deferral - new payment scheme 

Businesses that deferred VAT payments between March 30, 2020 and June 30, 2020 (see details on the 

deferral scheme here) will have the option to spread the payment of these deferred amounts across 11 

equal installments during 2021 - 2022 (instead of paying the amount in full on or before March 31, 2021). 

The UK Government has confirmed that the opt in process will be available in early 2021. 

Extensions under the CIGA Regulations 

The CIGA Regulations were enacted on September 29, 2020 in order to amend certain provisions 

introduced under CIGA and appear to demonstrate the Government’s continued desire to provide UK 

businesses with breathing space during the COVID-19 pandemic.  The key extensions brought in under 

the CIGA Regulations are as follows: 

 Statutory Demands and Winding-Up Petitions - CIGA temporarily prevented the use of 

statutory demands and winding-up petitions by a creditor where a company is unable to pay its 

debts as a result of the COVID-19 pandemic.  Under the CIGA Regulations, the relevant period 

for the restrictions on the use of statutory demands and winding-up petitions has been extended 

to December 31, 2020.  Please note however, that this measure does not restrict a creditor’s 

ability to serve a statutory demand and/or file a winding-up petition if such creditor has 

reasonable grounds for believing that: (i) COVID-19 has not had a financial effect on the 

company; or (ii) in the case of winding-up petitions, the grounds for presenting the winding-up 

petition (i.e. non-payment of the statutory demand) would have arisen even if COVID-19 had not 

had a financial effect on the company. 

 Ipso Facto (Termination) Clauses - CIGA temporarily prevented suppliers of goods and 

services from terminating or imposing altered terms in respect of the underlying contract if such 

termination is solely on the basis of the insolvency of the counterparty.  CIGA incorporated an 

exclusion to this prohibition for small suppliers of goods and services which was originally in force 

until September 30, 2020. Under the CIGA Regulations, this exemption for small suppliers has 

been extended until March 30, 2021. 

 New Moratorium - The new moratorium procedure is one of the permanent reforms introduced 

under CIGA and is designed to prevent both secured and unsecured creditors of a company from 

https://www.friedfrank.com/siteFiles/Publications/FFTOCCOVID19PandemicKeyUKGovernmentandBankofEnglandInitiativestoSupportBusinesses06152020.pdf
https://www.friedfrank.com/siteFiles/Publications/FFTOCCOVID19PandemicKeyUKGovernmentandBankofEnglandInitiativestoSupportBusinesses06152020.pdf
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(amongst other things) commencing insolvency proceedings and/or enforcing its security.  Under 

CIGA: (i) a company subject to an outstanding winding-up petition would be required to apply to 

court in order for the moratorium to take effect; and (ii) companies subject to a recent insolvency 

procedure are ineligible for a moratorium.  However, under the CIGA Regulations, these 

restrictions have been temporarily eased until March 30, 2021. 

 Corporate Governance - CIGA introduced certain changes to corporate governance processes 

in light of the changing working environment imposed as a result of the COVID-19 pandemic (for 

example, the ability to hold virtual meetings, extensions to filing deadlines at Companies House 

and granting extensions to companies required to hold AGMs and general meetings).  The CIGA 

Regulations have extended the ability of certain eligible companies and other qualifying entities to 

hold their AGMs/general meetings virtually to December 30, 2020. 

Additionally, although not amended under the CIGA Regulations, it is worth noting the temporary 

suspension of the wrongful trading offence introduced under CIGA. CIGA amended the UK’s wrongful 

trading provisions to remove the potential liability for directors in situations where a company’s financial 

position has worsened during the COVID-19 pandemic.  This measure was taken by UK Government to 

discourage directors from placing a company into insolvency prematurely as a result of concern for their 

exposure to personal liability for wrongful trading.  Interestingly, the suspension of liability for wrongful 

trading has not been extended under the CIGA Regulations and accordingly, the suspension terminates 

on September 30, 2020. 

* * * 
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This memorandum is not intended to provide legal advice, and no legal or business decision should be 

based on its contents. If you have any questions about the contents of this memorandum, please call your 

regular Fried Frank contact or an attorney listed below: 

Contacts and COVID-19 Co-Heads: 

London 

James Barratt +44.20.7972.9215 james.barratt@friedfrank.com 

Neil Caddy +44.20.7972.9675 neil.caddy@friedfrank.com 

Ashley Katz  +44.20.7972.9196  ashley.katz@friedfrank.com 

Jons F. Lehmann +44.20.7972.9149 jons.lehmann@friedfrank.com 

Dan Oates  +44.20.7972.9168  dan.oates@friedfrank.com 

John Satory  +44.20.7972.9210  john.satory@friedfrank.com 

New York  

Steven M. Witzel (Co-Head) +1.212.859.8592 steven.witzel@friedfrank.com 

Gail Weinstein (Co-Head) +1.212.859.8031 gail.weinstein@friedfrank.com 

Jennifer A. Yashar (Co-Head) +1.212.859.8410 jennifer.yashar@friedfrank.com 

Joshua D. Roth (Co-Head) +1.212.859.8035 joshua.roth@friedfrank.com 
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