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TEMPORARY PROTECTION FOR DIRECTORS FROM WRONGFUL 
TRADING CLAIMS REINSTATED  

In our October Bulletin we reported that under 
the CIGA 2020 (Extension of the Relevant 
Period) Regulations 2020, temporary protection 
for directors from a claim for wrongful trading had 
not been extended by the Government beyond 
30 September 2020.  No explanation was 
provided by the Government as to why, in 
contrast with other measures, the provisions in 
respect of suspending wrongful trading were 
ending.  
 
That decision met with criticism from several 
parties, including the Institute of Directors, with 
IoD Director of Policy Roger Baker stating that: 
“The failure to extend this measure sends a bad 
signal to directors across the country, and risks 
opening the door to a wave of avoidable 
insolvencies…reapplying wrongful trading rules 
is a serious misstep. The Government shouldn’t 
prop up companies that aren’t viable in the long 
term, but as we enter new restrictions, the 
definition of longer-term viability is far from clear-
cut”.   
 
CIGA 2020 undoubtedly had the desired effect, 
as the Insolvency Service has reported that in 
Q3 2020, compared with Q3 2019, CVLs fell by 
39%, compulsory liquidations by 58%, 
administrations by 18% and CVAs by 29%.  
 
However, despite the previous decision to end 
the temporary suspension for wrongful trading, 
on 24 November 2020, with the background of a 
further lockdown already in place, and case 
numbers rising, the Government introduced 
secondary legislation by way of the Corporate 
and Governance Act 2020 (Coronavirus) 
(Suspension of Liability for Wrongful Trading and 
extension of the Relevant Period) Regulations 
2020 (“the Act”). 
     
 

                            

The Act states that in respect of an allegation of 
wrongful trading “the court is to assume that the 
person is not responsible for any worsening of 
the financial position of the company or its 
creditors that occurs during the relevant period. 
In this regulation the “relevant period” is the 
period between 26th November 2020 and 30th 
April 2021”.  
 
This is the exact same approach as in CIGA 
2020 save for the definition of the relevant 
period. However, the provisions of the Act are 
not retrospective and so there is a period of 
almost two months (1 October 2020 to 25 
November 2020), during which directors will not 
be able to rely on CIGA 2020, or the Act, to 
protect themselves from a claim for wrongful 
trading.   
 
Extension of relevant period for remote 
meetings  
 
The Act also referred to an “amendment of CICA 
2020” by extending the previous relevant period 
for meetings of limited companies (and other 
qualifying bodies) to be held remotely and stating 
that “for December 2020 substitute 30 March 
2021”.  
 
Editor’s note 
 
Directors should continue to be diligent 
regarding their responsibilities and should not 
make any assumptions that the window between 
the two pieces of legislation referred to above 
would reduce the risk of a claim for wrongful 
trading being brought for a clearly insolvent 
company. Directors should also remain aware of 
their corporate responsibilities as detailed in the 
Companies Act 2006.  
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