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However, there are certain exemptions from this
general moratorium, as suppliers and creditors
will be able to bring legalproceedings against the
company:

COMPANY
MORATORIUM

The Act has introduced a temporary moratorium for
companies in financial difficulties to provide them with
breathing room whilst they try to rescue their business.
Any insolvent companies or any companies that are
likely to become insolvent can benefit from an initial
20 business day moratorium in which it will be able to
restructure or look to obtain new investment.

permission from the court;

criminal proceedings against the
company or any of its directors or
officers; and

This moratorium has the effect of placing a stay on
legal proceedings. If a business is dealing with a
company in a temporary moratorium, this will impact
the enforcement action it can take against the company
to recover any amounts owed to them by the defaulting
company.
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BUSINESSES

Suppliers and creditors may be nervous about the
introduction of the moratorium, which is relatively
easy to access and may prevent recovery of their
debts. However, there is some comfort in the fact
that companies can only use the measures if it

is likely to emerge as a going concern, with this
being monitored and kept under review by the
Monitor. The moratorium may be terminated if
there is no prospect of rescue.

pre-moratorium debts: with payment holiday;

pre-moratorium debts: without payment

holiday; and

moratorium debts.
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THE FOLLOWING DEBTS MUST CONTINUE TO BE PAID:
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e liabilities arising under a contract/instrument
involving financial services, which include bank
facilities, capital market arrangements (which
captures arrangements involving guarantee or
grant of security), and contracts secured by
financial collateral arrangements;

e goods and services supplied during the
moratorium;

e rentin relation to the moratorium period;

e wages, salaries and redundancy payments; and

e the monitor’s fees and expenses from the
commencement of the moratorium.

Unpaid moratorium and pre-moratorium debts, which
the company was required to pay during the moratori-
um, will have priority in a subsequent liquidation or ad-
ministration where the company enters administration,
or winding up proceedings are commenced 12 weeks
following termination of moratorium.

Whilst there are some protections for suppliers and
creditors, it is crucial that businesses have a comprehensive
due diligence process and effective monitoring processes
to ensure that the contracting parties are solvent, able to
perform their respective obligations under the contract
and are financially stable.
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SOCIAL CARE
CONTACTS

Partner Partner Partner
07776 241 235 07508 297 597 07944 996 256
hazel.phillips@roydswithyking.com james.sage@roydswithyking.com mei-ling.huang@roydswithyking.com

roydswithyking.com/socialcare
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Royds Withy King LLP is a limited liability partnership registered in England and Wales with registered number OC361361. Royds Withy
King LLP is authorised and regulated by the Solicitors Regulation Authority. The term partner is used to refer to a member of the Royds
Withy King LLP or an employee or consultant with equivalent standing and qualification. A list of members is available at the registered

office 5-6 Northumberland Buildings, Queen Square, Bath BA1 2JE. Information contained in this communication does not constitute

legal advice. All statements are applicable to the laws of England and Wales only.




