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COVID-19 Pandemic: Key UK Government and 
Bank of England Initiatives to Support 
Businesses 

* In light of the rapidly developing situation and government response, this memorandum is 

current as of March 29, 2020. 

The rapid transmission of COVID-19 around the world has had a transformative impact on economies, 

politics and societies.  Europe and the United States, in particular, have now emerged as epicentres of 

the pandemic.  As governments, informed by their public health authorities, implement comprehensive 

measures to implement social distancing policies, including various forms of quarantine or lockdown, the 

functioning of economies on a day-to-day basis has become increasingly and severely constrained.    

The UK Chancellor of the Exchequer, Rishi Sunak, has stated that the government will do “whatever it 

takes” to combat the economic impacts of the crisis, and a series of measures that have been announced 

to date are evidence of that commitment.  The Bank of England has similarly adopted a range of 

measures to stem the financial and economic fallout of the pandemic as well as to support UK 

businesses, including cutting interest rates to the lowest level in the central bank’s history, an expanded 

quantitative easing program pursuant to which it will buy £200 billion of UK financial assets, including UK 

government debt and investment-grade corporate bonds, along with the other measures described 

herein.  The UK Government and Bank of England have each indicated that further measures are being 

considered and have emphasized that they are working closely together so as to coordinate actions to 

ensure maximum impact. 

This memorandum summarizes the key initiatives and measures that have been introduced by the UK 

government and the Bank of England in response to the COVID-19 pandemic to support UK businesses1 

as of the date hereof, including: (A) employment retention initiatives; (B) lending programs; (C) grants; (D) 

tax measures; (E) other measures to support the flow of credit; and (F) proposed changes to UK 

insolvency laws.  Certain key details as to how these initiatives will be applied in practice are still yet to 

come, which we have noted in this memorandum.   

It is anticipated that, as the effects of COVID-19 on the UK economy continues to evolve, additional 

measures will be introduced and the parameters of existing measures further defined.  Indeed, the UK 

                                                      

1  Certain business support measures are devolved.  This memorandum does not seek to address specific measures for 

businesses based in Scotland, Wales or Northern Ireland.  

https://www.friedfrank.com
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government has already indicated, for example, that potential bail-out schemes for firms in particularly 

affected industries, such as the airline, automotive and steel industries, may be required.  We will 

continue to track further measures as they are introduced by UK authorities.       

A. Employment Retention  

1 Job Retention Scheme  

Key highlights: 

 Reimbursement to eligible employers of 80% of the wage costs for each employee in the United 

Kingdom that would otherwise have been laid off or made redundant; 

 Capped at £2,500 per month per employee;  

 Employees cannot work while furloughed including reduced hours; 

 Eligible employers are generally UK employers (with a UK PAYE scheme as of 28 February 2020 

and a UK bank account); and 

 In place for an initial three month period, which is subject to potential extension.  

HM Revenue & Customs (“HMRC”) will reimburse eligible employers for 80% of the wage costs for 

each employee in the United Kingdom that would otherwise have been laid off or made redundant up 

to a cap of £2,500 per month per employee.  Payments to employers will be backdated to reimburse 

wage costs from 1 March 2020 and will continue for an initial three month period.  The UK 

Government has confirmed that the scheme will be extended if necessary.  

Employees that have been made redundant since 28 February 2020 may be rehired by their 

employer and designated as furloughed employees.  However, new employees who have been hired 

since 28 February 2020 are not eligible to participate in the scheme.  Employees on unpaid leave 

cannot be furloughed unless such unpaid leave commenced after 28 February 2020.  

With respect to furloughed employees, employees may not continue to work for the employer while 

furloughed as the scheme does not cover employees working reduced hours.  However, furloughed 

employees may undertake volunteer work or training provided that such activities do not provide 

services or generate revenue for the employers' business.  Where employees are required to 

complete online training courses, they must be paid at least the National Minimum Wage / National 

Living Wage (as applicable) for the time spent in training, even if this is more than the subsidised 80% 

of their salary.  Where an employee works for two businesses and is furloughed by one business, 

such employee may continue its employment with the other unaffected business.  In the case of 

employees with multiple employers, the £2,500 cap applies to each employer individually.  

An employee cannot be furloughed while such employee is absent from work because they: (i) are 

self-isolating (in accordance with the relevant UK Government guidance), or (ii) contract COVID-19.  

However, such employees can be furloughed after the absence ends.  Employees who are shielding 

in line with the relevant UK Government guidance can be placed on furlough.    

For the purposes of determining 80% of an employee's wage costs (in all cases excluding fees, 

commissions and bonuses): 
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 full-time or part-time salaried employees: the wage costs should be determined by reference to 

the employee's actual salary before tax as of 28 February 2020; and   

 variable pay employees: if the employee (i) has been employed for 12 months prior to the claim, 

employers should use the higher of (A) the same month's earning from the previous year, and (B) 

the employee's average monthly earnings from the 2019-20 tax year, or (ii) has been employed 

for less than 12 months, employers should use such employee's average monthly salary since 

they started work.   

Employers may elect, but are not required, to continue to pay furloughed employees all or some of 

their remaining salary.  If employers do not elect to make additional payments to furloughed 

employees, such employees would be paid the lower of 80% of their salary and £2,500 (on a monthly 

basis), even where this amount would be below the National Minimum Wage / National Living Wage 

(as applicable).  

The minimum period of time an employee may be furloughed is three weeks.  Although not explicitly 

stated by the UK Government, it would appear that, after this minimum period, an employee will be 

able to move between furloughed status and normal status as and when work becomes available (for 

example, to replace an employee who becomes sick). 

In addition to amounts subject to the £2,500 cap, employers may claim for the associated Employer 

National Insurance contributions and minimum automatic enrolment employer pension contributions.  

Voluntary automatic enrolment contributions above the minimum mandatory employer contribution 

will not be reimbursed.  The UK Government has announced it will provide further guidance on how 

employers should calculate claims for Employer National Insurance Contributions before the scheme 

becomes live.   

The UK Government has confirmed that employees have the same rights as they did previously 

which we understand to include rights tied to continuity of service (for example, maternity and 

paternal leave rights and rights to redundancy payments and Statutory Sick Pay entitlement) as well 

as rights against unfair dismissal.  To the extent employers seek to make any changes impacting 

such rights, employers will need to discuss the issue with their staff and would need to amend 

employment contracts by agreement, which may require entering into a collective consultation 

process in order to achieve any such changes.  

If an employer offers enhanced (earnings related) contractual pay to employees on maternity leave, 

these are wage costs that can be claimed through the scheme.  The same principles apply in respect 

of employees qualifying for contractual adoption, paternity or shared parental pay.  

In accordance with normal principles when calculating taxable profits for Income Tax and Corporation 

Tax purposes, businesses (i) must record any payments received from HMRC pursuant to this 

scheme as income, and (ii) may deduct employment costs as normal.  

Eligibility  

Open to UK employers with a UK PAYE scheme as of 28 February 2020 and a UK bank account.  

The scheme applies to employee wage costs but will only apply to the wage costs of agency workers, 

zero-contract or casual workers (i.e. workers who provide services to a business other than pursuant 

to a contract of employment) if such workers are paid through the company's PAYE system.  The 
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current guidance indicates that it is open to UK ‘organisations’; it is unclear if this is meant to exclude 

natural person employers who would be otherwise eligible.   

Eligible employers include public sector, local authority and charity status employers.  However, the 

UK Government has stated that the expectation is that most public sector employers will not access 

the scheme as the majority of public sector employees will continue to work providing essential 

services.  Subject to limited exceptions where employers are not primarily funded by the UK 

Government and cannot redeploy staff to essential services, any employers receiving public funding 

for staff costs (or the provision of necessary services to respond to COVID-19) are also not expected 

to furlough employees.  Where a company is in administration, the administrator may access the 

scheme.  

The scheme is intended to assist employers who would otherwise have difficulty in paying their 

employees due to COVID-19.  It is currently unclear if HMRC will dispute the granting of a rebate 

where a company has sufficient cash flow to pay its employees. 

The UK Government has retained the right to retrospectively audit employers and claw back 

fraudulent or erroneous claims pursuant to the scheme. 

How to Access 

Eligible employers:  

 must designate the affected employees/workers as 'furloughed workers' and notify them in writing 

of the change.  When deciding which employees to furlough, an employer must comply with all 

applicable equality and anti-discrimination laws.  An employee must agree to be furloughed, 

subject to existing contractual relationships between the employer and employee.  Collective 

consultation will also be required where 20 or more employees/workers will be terminated and re-

engaged (if they do not agree to be designated as furloughed workers); and 

 should continue to pay each furloughed employee.  Employers must pay employees the gross 

amount received by the employer in respect of such employee, and no fees can be charged.  

Employees will pay Income Tax, National Insurance and make pension contributions as usual.   

Employers should apply through the online portal, submitting the following information to HMRC: (i) 

the amount claimed, (ii) their ePAYE reference number, (iii) the number of employees being 

furloughed, (iv) the claim period (start and end date), (v) amount claimed (per the minimum length of 

furloughing of three weeks), (vi) their bank account number and sort code, (vii) a contact name, and 

(viii) a contact phone number.  

Employers may make one claim every three weeks for the duration of the scheme.  Employers have 

been instructed to make claims for relief in accordance with actual payroll amounts at the point at 

which businesses run payroll or in advance of an imminent payroll.  HMRC will pay eligible 

businesses the amount claimed via a BACS payment to a UK bank account.   

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.  Subject to following the 

applicable redundancy processes, a furloughed employee can still be made redundant.  If no 
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redundancy process is initiated, when the scheme ends employees will return to work.  Where an 

employer expects their business will be impacted in the long term as a result of COVID-19 and 

redundancies may be required, such employer should use the same objective redundancy criteria 

when selecting the employees to be designated as furloughed.  If no redundancy process is initiated, 

when the scheme ends employees will return to work.  Also, if an employee does not agree to be 

furloughed, such employee can be made redundant provided that the applicable redundancy process 

is followed. 

There is no limit to the aggregate amount of funding available for the Job Retention Scheme.  

However, it may take some time for the payments to be made.  If a business is experiencing cash 

flow difficulties, such business, in addition to considering furloughs or other actions in respect of their 

employees, should consider utilizing other support measures that may be available (for example, the 

lending programs discussed in B below or the grants discussed in C below, as applicable).  

Next Steps  

HMRC to activate the portal as soon as possible.  The first payments are expected to be made within 

the upcoming weeks, with the system to be entirely up and running by the end of April 2020. 

2 Statutory Sick Pay (“SSP”) Refund   

Key highlights: 

 Refund for up to two weeks' SSP for eligible employees who are absent for specified COVID-19-

related reasons; and 

 Further details are yet to be provided as to the recovery mechanism.   

Eligible employers are entitled to a refund for up to two weeks' SSP for each employee and casual 

worker who is otherwise entitled to SSP and is absent from work from 13 March 2020 because they: 

(i) are self-isolating (in accordance with the relevant UK Government guidance), or (ii) contract 

COVID-19.  The two weeks will commence on the first day the employee is absent (as employees are 

entitled to SSP from the first day of any COVID-19 related absence, not the usual fourth day).  SSP is 

currently £94.25 per week. 

Eligibility  

Open to all UK businesses with (i) fewer than 250 employees as of 28 February 2020, and (ii) 

employees or casual workers who are otherwise entitled to SSP.  The refund is only available in 

respect of employees and/or casual workers who are otherwise entitled to SSP.   

A pregnant employee who contracts COVID-19 (or self isolates in accordance with government 

guidance) is entitled to SSP.  Such employee will not be required to bring forward maternity pay for a 

pregnancy related illness.  

How to Access 

UK Government to provide further information on the recovery mechanism.  

Employers should maintain records of COVID-19-related absences and payments of SSP.  

Employees are not required to provide the usual medical evidence to support their absence in order 

for employers to claim the SSP refund.  However, if employers require evidence, employees with 
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symptoms can obtain an isolation note from NHS 111 online and employees who are self-isolating 

because someone in their household has symptoms can obtain an isolation note from the NHS 

website.   

Considerations  

The relief has been structured as a reimbursement (not an advance).  If a business is experiencing 

cash flow difficulties, such business should consider utilizing other support measures that may be 

available (for example, the lending programs discussed in B below or the grants discussed in C 

below, as applicable).  

B. Lending programs 

1 COVID-19 Corporate Financing Facility (“CCFF”) 

Key highlights: 

 Introduced to support larger, generally investment grade / non-financial, businesses to manage 

their cash flows during the COVID-19 crisis;  

 Eligible businesses can access short-term debt of at least £1 million for up to 12 months;  

 In place for an initial 12-month period, subject to potential extension; and 

 Participation in the CCFF is intended to remain confidential.  

The CCFF is designed to support liquidity among larger businesses, helping them to bridge COVID-

19-related disruption to their cash flows through the issuance of short-term debt in the form of 

commercial paper to be purchased by the Bank of England.  The facility will be available for an initial 

12-month period and for as long as steps are needed to relieve cash flow pressures on eligible firms 

(with a six-month notice period ahead of the withdrawal of this facility).  

The facility will operate via the purchase of sterling-denominated commercial paper with the following 

characteristics: 

 maturities of one week to twelve months; 

 where available, a credit rating of A-3 / P-3 / F-3 / R3 from at least one of Standard & Poor’s, 

Moody’s, Fitch and DBRS Morningstar as at 1 March 2020 or otherwise established to be 

investment grade (as described below)2; and 

 issued directly into Euroclear and/or Clearstream. 

Commercial paper with any non-standard features, such as extendibility or subordination, will not be 

accepted under the scheme.  

                                                      

2  If firms do not have an existing credit rating from the major credit ratings agencies, the Bank of England encourages them to 

speak to their bank in the first instance.  Potential participants may contact the facility on 

CCFFeligibleissuers@bankofengland.co.uk to discuss their potential eligibility.  The Bank of England has indicated some 

standard agency forms of credit assessment that the Bank of England expects to view as suitable evidence of credit status for 

the CCFF. 

https://111.nhs.uk/covid-19
https://www.nhs.uk/conditions/coronavirus-covid-19/self-isolation-advice/
https://www.nhs.uk/conditions/coronavirus-covid-19/self-isolation-advice/
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The minimum size of an individual security that the Bank of England will purchase from any single 

participant is £1 million and offers must be rounded to the closest £0.1 million. 

For primary market purchases, the Bank of England will purchase securities at a spread above a 

reference rate, based on the current sterling overnight index swap (“OIS”) rate.  For secondary 

market purchases, the Bank of England will purchase commercial paper at the lower of amortised 

cost from the issue price and the price as given by the method used for primary market purchases. 

Eligibility   

All non-financial companies (and their finance subsidiaries) that make a “material contribution to the 

UK economy” and that issue commercial paper are generally able to participate in the facility.  They 

will be asked to demonstrate they were in sound financial health prior to the onset of the COVID-19 

pandemic.  Ordinarily, this means companies that had a short or long-term rating of investment grade 

as of 1 March 2020, or equivalent.  

While “material contribution to the UK economy” remains undefined, we would anticipate it including 

UK incorporated companies, including those with parents incorporated elsewhere and with a genuine 

business in the UK, that have significant employment in the UK and with their headquarters in the UK.  

The Bank of England will also consider whether the company generates significant revenues in the 

UK, serves a large number of customers in the UK or has a number of operating sites in the UK.  An 

issuer need not have issued commercial paper before to participate in the facility. 

Currently, the Bank of England will purchase only commercial paper with a maturity of less than one 

year pursuant to the CCFF.  Depending on an issuer’s cash flows and the maturity profile of its 

existing liabilities, an issuer may wish to consider whether longer term working capital facilities may 

be available from other credit providers, such as the issuer’s banks or other investors.  

Commercial paper issued by banks and other financial sector entities regulated by the Bank of 

England will not be eligible.  

How to Access 

Issuers should apply to participate in the facility through their lender.  The application form and 

guidance is available on the Bank of England’s website.  

Considerations 

Large firms that do not possess a formal investment grade credit rating may be unable to access the 

CCFF.  Given the number of companies likely to fall into this group and their collective significance to 

the UK economy, it remains to be seen if the range of credit assessment documentation that the Bank 

of England will accept in lieu of a rating may be expanded or if the scope of the CCFF will be 

expanded. 

Issuers should consider if consents or waivers are required under existing debt documentation.  

Existing facilities may place limits on raising additional indebtedness or require the maintenance of 

leverage or other financing ratios, effectively limiting the scope for an issuer to participate in the 

CCFF. 
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The names of issuers and securities purchased or eligible will not be made public, and the Bank of 

England requires companies that participate in the facility to sign a confidentiality agreement.  

However, CCFF participants will need to consider their own existing disclosure obligations, including 

under the Market Abuse Regulation and in their financial statements.  

Although the CCFF permits issuances of commercial paper to be rolled over, participants should 

consider how they will refinance the commercial paper and/or exit the program in due course 

(including once it is no longer made available). 

Small or medium enterprises with a turnover of less than £45,000,000 per year should consider 

whether a loan (of up to £5,000,000) under the government’s Coronavirus Business Interruption Loan 

Scheme (see B.2) would offer sufficient liquidity as an alternative to the CCFF.  

2 Coronavirus Business Interruption Loan Scheme (the “CBILS”)  

Key highlights: 

 Eligible UK businesses (must not have turnover of over £45 million per annum or be in certain 

sectors) have access to £1,000 - £5 million in finance for a three to six year term; 

 The UK Government will guarantee 80% of the finance and pay the first 12 months' interest and 

lender levied fees;  

 Only open to eligible businesses which lack security but otherwise meet their lender's criteria; and  

 In place for an initial six month period, which is subject to potential extension. 

Through CBILS, eligible businesses have access to £1,000 - £5 million in finance from the British 

Business Bank's 40+ accredited lenders.  Finance terms permitted under CBILS are: (i) up to six 

years for term loans and asset finance; and (ii) up to three years for overdrafts and invoice finance.  

The UK Government will (i) guarantee 80% of each loan (subject to a per-lender cap on claims); and 

(ii) cover the first 12 months of interest payments and any lender-levied fees.  The guarantee is in 

favour of the lender.  The borrowing business always remains liable for the debt incurred under 

CBILS.  

Lenders will only extend finance if (i) the business has a borrowing proposal which, were it not for the 

COVID-19 pandemic, would be considered viable by the lender; and (ii) the lender believes the 

provision of finance will enable the business to trade out of any short-to-medium term difficulty.  

Lenders may agree (in their sole discretion) to waive the need for security for facilities below 

£250,000.  For facilities in excess of £250,000, a business must not have any security over its assets 

prior to accessing the CBILS.   

If a lender decides it can offer a business financing on “normal commercial terms” without accessing 

the CBILS, it will do so.  In these circumstances, the business will not be eligible to access the CBILS. 

Eligibility  

Open to UK-based businesses, with turnover of no more than £45 million per annum and not in 

certain sectors excluded from the scheme as set forth below.  “UK-based” has not been defined but, 
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may include: (i) businesses with the majority of their employees based in the UK, (ii) companies 

incorporated in England & Wales, Scotland or Northern Ireland and (iii) groups headquartered in the 

UK.  The annual period(s) that will be used to determine a business' turnover has yet to be confirmed. 

In addition, to be eligible, businesses must:   

 otherwise meet the relevant British Business Bank's eligibility3 and lender's credit criteria (but 

may lack security as provided below); and 

 not have received State Aid in excess of the de minimis €200,000 limit in the last three years.  

Businesses in the following sectors are excluded from the scheme: (i) banks, building societies, 

insurers and reinsurers (but not insurance brokers), (ii) the public sector including state funded 

primary and secondary schools, and (iii) employer, professional, religious or political membership 

organisations and trade unions.  

How to Access 

Eligible businesses can now apply online through their existing (or other) lenders' websites.  

CBILS is available for an initial six month period through the British Business Bank's 40+ accredited 

lenders, listed here.  The list of accredited lenders is continuing to be updated.  In the first instance, 

businesses should approach their existing lenders (and consider approaching other lenders) through 

the relevant lender's website.  

Considerations  

As is the case with CCFF discussed in B.1 above, businesses with existing debt should consider the 

implications of participation in CBILS on their existing obligations. 

If in financial difficulty, businesses could consider discussing options (including repayment holidays) 

with their existing lenders as an alternative to incurring additional debt.  Potential borrowers should 

also consider if consents or waivers are required under their existing debt documentation as existing 

facilities may place limits on raising additional indebtedness or require the maintenance of leverage or 

other financing ratios, effectively limiting the scope for a potential borrower to participate in the 

CBILS. 

In order to demonstrate a viable business to the relevant lenders, businesses will likely be asked to 

provide copies of their latest audited consolidated accounts and management accounts.  Lenders 

may also ask businesses to provide balance sheet forecasts which include COVID-19-related 

assumptions.  

On 25 March 2020, the European Commission approved CBILS in accordance with the State Aid 

Temporary Framework adopted by the European Commission on 19 March 2020 (“Temporary 

Framework”).   

                                                      

3  The criteria are as follows: (1) the application must be for business purposes; (2) the CBILS-backed facility will be used 

primarily to support trading in the UK; (3) the business intends to borrow up to a maximum of £5m; and (4) the business must 

generate more than 50% of its turnover from trading activity.  

https://www.british-business-bank.co.uk/ourpartners/coronavirus-business-interruption-loan-scheme-cbils/accredited-lenders/
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C. Grants 

Small Business Grant Funding (“SBGF Grant”) and Retail, Hospitality and Leisure Grant 

Funding (“RLHG Grant”) 

Key highlights: 

 Eligible businesses may receive a grant of between £10,000 and £25,000 pursuant to the Small 

Business Grant Funding and the Retail, Hospitality and Leisure Grant Fund initiatives announced 

by the UK Government (together, the “Grants”);  

 Only one Grant is available per eligible property; and  

 Local authorities are contacting eligible businesses with further details on how to claim a Grant.    

SBGF Grant 

To assist eligible businesses in meeting their ongoing costs, such businesses may receive a one-off 

SBGF Grant of £10,000 per each eligible property.  Grants are expected to be paid from 1 April 2020.  

Open to small businesses (defined as those with a rateable value of less than £51,000) that are 

based in England and are eligible for small business rate relief or rural rate relief (including tapered 

relief).  SBGF Grants will not be available in respect of a property occupied for personal use 

(including car parks, parking spaces). 

RLHG Grant 

Eligible businesses that operate from a property with a rateable charge of (i) up to £15,000 are to 

receive a £10,000 grant per relevant property; and (ii) over £15,000 but less than £51,000, are to 

receive a RLHG Grant of £25,000 per relevant property, in each case valued as of 11 March 2020. 

Open to businesses based in England in the retail, hospitality and/or leisure sectors, which operate 

from a property with a rateable value of less than £51,000 as of 11 March 2020, which are used: 

 as shops, restaurants, cafes, drinking establishments, cinemas and live music venues;  

 for assembly and leisure; and/or 

 as hotels, guest and boarding premises and self-catering accommodations. 

Car parks, parking spaces and properties occupied for personal use, such as private stables and 

beach huts, are excluded.  

How to Access the Grants  

The Grants are to be provided by local authorities who will contact eligible businesses with further 

details on how to claim the relevant Grant.  We understand that local authorities are in the process of 

contacting eligible businesses.  The UK Government has said that no action should be required by 

eligible businesses until contacted.   
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Considerations  

Eligible businesses will only receive one Grant in respect of each eligible property.  It is unclear which 

Grant a business will receive in circumstances where the business would otherwise be eligible to 

receive each of the Grants. 

The Temporary Framework provides that each business (subject to the exceptions set out below) is 

permitted to receive up to an aggregate amount of €800,000 in direct grants, selective tax advantages 

and advance payments comprising State Aid (“Approved Direct State Aid”).  Businesses (i) in the 

fishing and aquaculture sectors may receive up to an aggregate amount of €120,000 in Approved 

Direct State Aid; and (ii) that produce agricultural products may receive up to an aggregate amount of 

€100,000 in Approved Direct State Aid. 

Some business support measures are devolved.  Measures for businesses based in Scotland, Wales 

and Northern Ireland are beyond the scope of this memorandum.  

D. Tax Measures 

1 Business Rates Holiday for Businesses in the Retail, Hospitality and Leisure Sectors 

Key highlights: 

 Eligible businesses are not required to pay business rates between 1 April 2020 and 31 March 

2021 (with no limit to rateable values); and  

 The relief will be provided by local authorities who will reflect the relief in each eligible business' 

April Business Rates invoice. 

Eligibility 

Open to businesses based in England in the retail, hospitality and/or leisure sectors, which operate 

from a property which is occupied and used: 

 as shops, restaurants, cafes, drinking establishments, cinemas and live music venues;  

 for assembly and leisure;  

 as hotels, guest and boarding premises and self-catering accommodations. 

Property types that are not listed but fall within the description above may also be eligible.  However, 

certain properties including the following will not be eligible for the relief: (i) financial services (e.g. 

banks, building societies), (ii) medical services (e.g. vets, dentists, doctors), (iii) professional services 

(e.g. solicitors, accountants, financial advisers) and (iv) post office sorting offices.  

The relief is only available in respect of premises which are occupied but properties closed 

temporarily due to the UK Government's COVID-19 advice are treated as occupied. 

How to Access 

The relief will be provided by local authorities who will reflect the relief in each eligible business' April 

Business Rates invoice.  Where required, local authorities will reissue invoices to exclude the 
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business rates charge as soon as possible.  No action should be required by eligible businesses until 

contacted.  

Considerations 

Businesses may want to satisfy themselves that they fall with the criteria for relief provided for in the 

UK Government's guidance for local authorities (entitled Business Rates: Expanded Retail Discount 

2020/21: Coronavirus response - Local Authority Guidance) published online by the UK Ministry for 

Housing Communities and Local Government. 

In addition to the State Aid approval as to CBILS and the Grants described above, State Aid approval 

has also been sought from the European Commission for the UK Government’s announced Business 

Rates holiday for businesses in the retail, hospitality and leisure sectors.  However, the Government 

has not indicated that implementation of this measure should be delayed pending that application.  

Next Steps 

Local authority action required to apply the relief on a case by case basis.  

2 Deferral of VAT Payments 

Key highlights: 

 VAT payable by all eligible businesses may be deferred for three months, commencing on 20 

March 2020 and ending on 30 June 2020;  

 Deferral is optional; and 

 Deferred payments are due by no later than 31 March 2021.  

Eligibility 

Open to all UK VAT-registered businesses.  Deferral of VAT payments is optional, but there is no 

requirement to notify HMRC of an intention to defer.  Businesses must continue to file their VAT 

returns by the existing deadlines.  

How to Access 

No action is required to be taken by eligible businesses as the deferral applies automatically, unless 

businesses choose to opt out of the deferral.  If relevant, businesses should cancel their direct debit 

VAT payments with their bank in advance of submitting their latest VAT return, to prevent the 

application of HMRC's automatic payment collection process.  

Considerations 

The UK Government will continue to pay VAT refunds and reclaims in the ordinary course, and 

businesses will want to ensure that relevant claims are included in timely VAT return filings. 

Next Steps 

HMRC to provide detailed guidance on repayment of amounts deferred in due course (timing has not 

been confirmed).  
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3 Time to Pay (“TTP”)  

Key highlights: 

 Eligible businesses in financial distress with tax liabilities have access to HMRC's existing TTP 

service; and  

 Delayed payment plans for outstanding tax liabilities pursuant to the TTP service are agreed by 

HMRC on a case by case basis. 

HMRC's existing TTP service allows businesses in financial distress to defer current (not prospective) 

tax debts (e.g. corporation/income tax, payroll taxes or VAT) by paying in instalments over a period of 

time (generally up to 12 months, although the detail of time to pay arrangements are agreed on a 

case by case basis).    

Eligibility 

Open to all businesses that pay tax to the UK Government and have outstanding tax liabilities.  

Businesses are likely to have to provide evidence of their cash flow concerns and demonstrate that 

no other sources of financing are available to them.  Any TTP arrangements are agreed to by HMRC 

on a case by case basis.  

How to Access  

Businesses should discuss using the TTP service either with their Customer Compliance Manager or 

by contacting HMRC's COVID-19 helpline on 0800 0159 559.  

HMRC have not yet confirmed if businesses will need to submit any additional information (or less 

information) in support of COVID-19 related applications.  However, businesses should be prepared 

to provide extensive information as part of the process, including (but not limited to): (a) the business' 

aggregate tax liability; (b) the sum the business is requesting to defer; (c) when the business 

proposes to pay the deferred sum; (d) a summary of why the deferral has been requested; (e) a 

summary of any other mitigating actions taken by the business to support its financial position; (f) a 

cash flow forecast (with COVID-19 related assumptions); and (g) confirmation that the directors have 

undertaken to ensure that he business will adhere to the agreed TTP arrangement. 

Considerations 

Businesses should note that typically interest will be payable on amounts deferred under a TTP 

arrangement and HMRC does not have discretion to waive interest.  

Businesses should be careful to ensure that applications to HMRC are both fair and measured to 

mitigate the risk that HMRC will take action in connection with such businesses' potential insolvency. 

It is currently unclear if the TTP service will be extended to prospective (as opposed to only current) 

tax liabilities. 
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Next Steps 

HMRC is expected to provide detailed guidance in respect of the information to be provided to 

support COVID-19 related applications.  Businesses should ensure that transcripts or notes of all 

calls and copies of all correspondence with HMRC are kept. 

E. Other Bank of England Measures to Support the Flow of Credit  

Key highlights: 

 The Bank of England has announced a number of additional measures to support the flow of 

credit; and  

 These measures include (i) making available short and medium term financing, (ii) reducing the 

UK countercyclical capital buffer rate, (iii) expanding quantitative easing; and (iv) enhancing 

liquidity via standing U.S. dollar liquidity swap line arrangements.  

1 Contingent Term Repo Facility (“CTRF”)  

The CTRF is a temporary, flexible liquidity insurance tool that allows participants to borrow central 

bank reserves (cash) in exchange for other, less liquid assets (collateral).  The CTRF will lend 

reserves for a period of three months, and is able to lend in all major currencies through its 

participation in the central bank swapline network.  The size of the CTRF operations will be unlimited, 

and the price will be a fixed rate of Bank Rate plus 15 bps.  Only banks and building societies that are 

signed up to the Bank’s Discount Window Facility are eligible to participate in the CTRF. 

2 Term Funding Scheme (“TFSME”) 

Under the TFSME, participating banks and building societies are able to borrow funds from the Bank 

of England against eligible collateral at a rate close to Bank Rate for up to four years.  On 11 March 

2020, the Bank of England announced that it would provide four-year funding of at least 10% of 

participants’ stock of real economy lending (this had previously been capped at 5%) and offer 

additional funding for small and medium enterprises (“SMEs”).  Institutions eligible to participate in the 

TFSME will be banks and building societies that are participants in the Sterling Monetary Framework 

(“SMF”) and that are signed up to access the Discount Window Facility.  This represents a broad 

range of participants that are already operationally ready to participate in the TFSME.4 

3 Reduction in the UK Countercyclical Capital Buffer Rate  

The UK countercyclical capital buffer is a regulatory cushion designed to enable banks to absorb 

potential losses and that can be released in response to stress scenarios to allow banks to continue 

lending.  On 11 March 2020, the Bank of England’s Financial Policy Committee (“FPC”) announced 

that it would reduce the UK countercyclical capital buffer rate to 0% of banks’ exposures to UK 

borrowers with immediate effect.  The FPC has indicated that it expects to maintain the 0% rate for at 

least 12 months, so that any subsequent increase would not take effect until March 2022 at the 

                                                      

4  SMF participants that are not already signed up to the DWF can apply for access alongside applying to use the TFSME.  

Institutions that are not currently SMF participants can apply to join, subject to applicable SMF criteria, by contacting 

applications@bankofengland.co.uk.   
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earliest.  The release of the countercyclical capital buffer will support up to £190 billion of bank 

lending to businesses.  That is equivalent to 13 times banks’ net lending to businesses in 2019. 

4 Asset Purchase Facility (“APF”)   

On 19 March 2020, the Bank of England’s monetary policy committee announced that the Bank of 

England would significantly expand its quantitative easing program and increase its holdings of UK 

government bonds and sterling non-financial investment-grade corporate bonds by £200 billion to a 

total of £645 billion, financed by the issuance of central bank reserves.  As part of the increase in APF 

asset purchases the MPC has approved an increase in purchases of sterling corporate bonds 

financed by central bank reserves. 

5 Enhancements to US Dollar Repo Operations 

In coordination with the Bank of Canada, the Bank of Japan, the European Central Bank, the US 

Federal Reserve, and the Swiss National Bank, the Bank of England also announced measures to 

enhance the provision of liquidity via standing U.S. dollar liquidity swap line arrangements.  The Bank 

of England has increased the frequency of seven-day maturity operations from weekly to daily, 

commencing on March 23, 2020 and which will continue at least through the end of April.  

F. Proposed Changes to UK Insolvency Laws   

Key highlights: 

 The UK Government has announced changes to UK insolvency laws in response to COVID-19, 

giving companies extra breathing space to weather the crisis;  

 There will be a temporary suspension of wrongful trading provisions for company directors to 

remove the threat of personal liability during the pandemic, applied retrospectively from 1 March 

2020; and 

 The UK Government previously announced plans to introduce new restructuring procedures in 

August 2018.  New legislation will implement these plans, including the ability to bind dissenting 

stakeholders to a new restructuring plan (including a “cross-class cramdown”) and a short 

moratorium or “breathing space” that will give companies in difficulty time to explore options for 

rescue.  This will include the protection of supplies to enable companies to continue to trade 

during the moratorium. 

The UK Government plans to promulgate legislation to this effect “at the earliest opportunity” noting 

that Parliament is currently in recess until 21 April 2020.  The exact timetable therefore remains 

uncertain.  Provisions will be included to enable the changes to be extended if necessary. 

Wrongful Trading 

There will be a temporary suspension of wrongful trading provisions for company directors to       

remove the threat of personal liability during the pandemic, applied retrospectively from 1 March 

2020.  The current wrongful trading rules have been of particular concern to directors in the past few 

weeks, given the risk of personal liability for directors if they fail to take every step to minimise 

potential losses to creditors, once the directors conclude that there is no reasonable prospect of 

avoiding an insolvent liquidation/administration, which may push directors to file the company for 
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insolvency proceedings prematurely.  It is important to note that existing laws for fraudulent trading 

and the threat of director disqualification will remain in force as a deterrent against director 

misconduct. 

New Restructuring Plan and Moratorium 

There is little detail on this measure in the UK Government’s announcement, but it builds on the 

potential reforms previously announced in August 2018. It is understood that the UK Government is 

fast-tracking these proposals in light of the COVID-19 crisis. The Secretary of State for Business, 

Energy and Industrial Strategy, Alok Sharma, announced that these reforms will enable UK 

companies undergoing a rescue or restructuring process to continue trading, giving them respite that 

could help them avoid insolvency. This will include enabling companies to continue buying certain 

essential supplies, such as energy, raw materials or broadband, while attempting a rescue. 

Considerations 

The full text of the announcement can be found on the UK Government website. No further details 

were available at the time of this memorandum.  Whilst this is clearly a very welcome move, further 

details are urgently needed at this critical time for business and company directors.  Notably, the 

announcement does not include other changes to insolvency law that may be necessary or helpful in 

the current crisis, such as amending the circumstances in which a company is deemed to be unable 

to pay its debts under the Insolvency Act 1986 or limiting the ability to file hostile winding up petitions.  

It remains to be confirmed whether companies that are already insolvent will be eligible for the new 

moratorium.  The UK Government’s proposals in August 2018 excluded companies that were already 

insolvent from the scope of the moratorium, opening it only to companies with sufficient liquidity to 

pay their debts for the proposed moratorium period as they fall due.  In this context there will clearly 

be significant focus on the scope of the moratorium and which companies in the current COVID-19 

crisis will qualify. 

 

*** 

https://www.gov.uk/government/news/regulations-temporarily-suspended-to-fast-track-supplies-of-ppe-to-nhs-staff-and-protect-companies-hit-by-covid-19
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