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In this update to our original article, we explore:

How have recent months changed the 
landscape for businesses seeking to 
bounce back from the pandemic?

Our thought piece earlier in the year explored the 

challenges facing businesses as they seek to bounce back 

from the pandemic with particular focus on uncertainties 

around audit sign-off, lender, Government and HMRC 

behaviour and directors’ duties.

Since then, the UK has rolled out a hugely successful 

vaccination program and struggling companies have been 

afforded two major boosts:

• On 22 June 2021, the UK business secretary, Kwasi Kwarteng, 
wrote to business leaders promising that HMRC would 
take a cautious approach to enforcement of debt owed to 
government that will have accrued during the pandemic 

• On 19 July 2021, legal restrictions on movement that 
have been a mainstay of the pandemic were fully lifted, so 
called ‘Freedom Day’

Undoubtedly both are good news for businesses. However, 

uncertainties still abound, and a cautious approach should 

continue to be adopted: June 2021 saw the third highest 

number of corporate insolvencies since the pandemic began, 

representing a rise of 19% versus May 2021, and 63% versus 

June 2020. This suggests that businesses will face increasing 

challenges as government support ends and the real test of 

their ongoing viability begins.

In March 2021, we explored the potential uncertainties arising from the level 
of government support during the pandemic and the new legislation enacted 
by parliament. Five months on, with hope on the horizon from the vaccine 
drive, can businesses see light at the end of the tunnel?

Key dates for 
directors as support 

tapers and ends

The current quantum 
of Government-backed 

loans for businesses

Why, despite the good news, 
significant uncertainty 
remains five months on
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Key dates boards should be aware of

Past 
events

Future 
events

EVENT: Filing deadlines  
return to normal 

• The deadline for filing accounts 
returns to pre-pandemic timing 
(albeit a 3-month extension can 
be applied for)

Apr AugJun OctMay SepJul

2021

EVENT: Wrongful trading suspension lifted 

• The re-application of the wrongful trading assessment 
increases the risk of directors being held personally 
liable in the event of an insolvency

• Directors should ensure that cashflows and balance sheets 
are appropriately budgeted and appropriate legal and 
financial advice is taken 

EVENT: Reduction of business rates relief for retail, 
hospitality, and leisure 

• 100% relief extended for first 3 months of tax year, 
however, subsequent levels of relief depend on whether 
the business was able to open in January 2021

• Again, this should be reflected in any cashflow forecasting  

EVENT: Coronavirus Job Retention Scheme (CJRS) 
begins to taper 

• Between 1 July and 31 August, the government will 
pay 70% of an employee’s salary, the company 10%

• This moves to 60% and 20% respectively in 
August and September and the scheme will end 
at the end of September

• Companies should ensure that these changes are 
reflected in cashflow forecasts 

30 June 20216 April 2021
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EVENT: Restrictions on winding-up 
petitions and statutory demands lifted 

• Winding up orders can be made even if 
Covid has caused financial position to worsen

• Creditors may become ‘ransom’ creditors

• Dialogue with creditors should be prioritised 

EVENT: End of CJRS and temporary VAT rate

• As above, companies will no longer have employee 
salaries part funded by the government and this 
should be reflected in cashflows

• End of 5% VAT rate for hospitality 

• Any cashflow impact should be forecast    

EVENT: Return of certain landlord rights 
from quarter day (25 March)

•  Landlords will be able to forfeit leases for the 
non-payment of rent, and be able to exercise 
commercial rent arrears recovery (CRAR) 
when seven days of rent is overdue

•  There are indications that the government 
wishes to ‘ringfence’ any Covid arrears due to 
closure during the pandemic 

EVENT: End of 12.5% VAT rate and 2/3rds 
business rates relief

•  Any cashflow impact should be forecast now 

EVENT: End of Recovery Loan Scheme

• Companies will be unable to obtain 
government backed funding, so any new 
funding will have to come from other sources 

Oct Jan AprDec MarNov Feb May

2022

30 September 2021

31 December 2021

31 March 2022



5

What is the current quantum of  
Government-guaranteed loans?

According to the parliamentary public accounts committee, the ‘estimated lifetime cost’ 
of the government’s response to the pandemic had reached £372bn by May 2021. 
The chart below shows the quantum of Government-guaranteed loans. However, it does 
not include amounts from the ‘Recovery Loan Scheme’ that opened on 1 April 2021, since 
statistics are not yet published: 

CLBILs, £6bn
• Aimed at large businesses with 

turnover above £45m p.a.

• 80% government-backed

• Repayment up to 3 years

Future fund £1bn
• Convertible loans for 

businesses that rely on 
equity funding

• Repayment up to 3 years

CBILs, £27bn
• Aimed at small and medium 

businesses with turnover 
below £45m p.a.

• 80% government-backed

• Repayment 3-6 years

BBLs, £47bn
• Aimed at smaller 

businesses with loans 
between £2,000-£50,000

• 100% government-backed

• Repayment 6 -10 years, with no 
interest or repayment in year 1

Source: https://www.gov.uk/government/collections/hm-treasury-coronavirus-covid-19-business-loan-scheme-statistics
Data as of 31 May 2021
Note: the chart above does not include the CCFF scheme from the Bank of England due to the fact that no cumulative numbers are published by the Bank of England

Quantum of Government-guaranteed loans (£80.5bn) 
Data as of 31 May 2021

BBLs
£47bn

CBILs
£27bn

CLBILs
£6bn
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Why uncertainty still abounds

There are positive signs for businesses. ‘Freedom Day’ has permitted a return to a 
state of near normality, allowing businesses to forecast cashflows more accurately 
and to trade more in line with pre-pandemic practices (albeit the spectre of 
further Autumn lockdowns continues to dominate sentiment in the press).

Conclusion
The conclusion from our previous thought piece stands as true 
as ever: stakeholder management, clear communication and 
production of robust cashflow forecasts and business plans remain 
essential for businesses in what continue to be uncertain times.

Additionally, Kwasi Kwarteng, in his letter to the Institute 

of Directors and R3, which represents insolvency and 

restructuring practitioners, said on behalf of HMRC that 

‘protecting livelihoods and keeping people in work remains 

our priority, as it has been throughout the pandemic. We will 

always work constructively with customers to avoid the need 

for insolvency and will only take action if a customer does 

not respond or engage with us’.

In effect, assuming businesses actively 
engage with HMRC, a restructuring solution 
will be the preferred route, rather than rigidly 
enforcing insolvency in a punitive way as 
HMRC may have done before the pandemic.

However, in the same letter, the business secretary also 

mentioned that he recognised that the ‘path back to full 

trading will be difficult for many companies, particularly those 

with accrued debt and low cash reserves’.

The significant increase in the June 2021 insolvency figures 

shows the challenges faced by businesses and perhaps also 

the impact of the delay in the lifting of restrictions from 21 

June 2021 to 19 July 2021. Any more restrictions, which the 

government has not ruled out, would add further difficulty.

Additionally, we are yet to see the full impact of the pandemic 

on the going concern status of many companies, due to the 

delay in filing requirements as well as the timing of year end: 

public companies with a year end of December 2020, have 

nine months to file their accounts, and private companies 

12 months due to the three-month extension.

How lenders will behave as trading returns to near normal 

is also yet to be seen: there has been a significant amount 

of understanding during the pandemic, however lenders 

face their own uncertainties including potentially reduced 

recoveries in an insolvency due to the reintroduction of Crown 

Preference, and being prevented from filing winding-up orders. 

Once this ends on 30 September 2021, lenders behaviour is 

likely to significantly impact businesses.
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