Companies’ Options for Dealing with the COVID-19 Crisis

Self Help/Informal Solutions

Money Management

e  More money in from (a)
Government / Local authority
CV support, your bank;
(b) Third party — loan;
investor; new owner /part
owner; R&D tax credit; or
(c) Existing shareholders/
directors

® Money retention - Creditor
standstill / extension; HMRC
Time to Pay; Employee
furloughing / redundancy /
salary reduction; Overhead
reduction; Quicker debt
collection

You have control

Short Settlement

<>

Two options — an informal
agreement you yourself put in
place with some or all of your
creditors, or a CVA, which
involves the services of an
Insolvency Practitioner.

CVA could be a ‘lump sum’
paid as soon as creditors
agree to the CVA, or regular
payments out of future profits.
If out of future profits you must
be able to evidence that the
business is viable

You have control

Formal Insolvency Process

Administration

<>

e Can be a tool for saving the
business - creditors held back

while a sale of the business and

assets is sought
® A new company can take the

business forward, free of certain

/ all debt
e Canalsobe used tosetupa
CVA
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Liguidation

The end of the company.
This may or may not mean
the end of the business too
Possibly the best option if the
directors / shareholders
simply want to bring the
company and the business to
an end and walk away eg
Redundancy Payment
Service meet employee
liabilities

The Insolvency Practitioner is in control, you're not

No debt forgiven

Some debt forgiven

Much more, possibly all, debt forgiven / written off

Trade off: level of control you have v effect

on the business and level of debt written off

Please take appropriate advice before you make any decision, for example on the effect on personal guarantees you may have given © Midlands Business Recovery, 2020




