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CBILS & BBLS
At a glance
1.67
million

loans were given to UK
businesses by these
schemes.

£80.43
billion
March
2021

10 Years

maximum repayment
term, under the 'Pay
as you grow' scheme.

of loans were handed
out by CBIL, BBL and
CLIBIL schemes.

£250,000

maximum loan facility
available without a
personal guarantee.

first repayments were
due. 12 months after
the scheme opened.

12
months

from loan was taken
until repayments
begin.

DID YOU RECEIVE A CBILS OR BBLS LOAN?
In March 2020, the UK Government announced the Coronavirus Business
Interruption Loan Scheme (CBILS) and Bounce Back Loan Scheme (BBLS).
These schemes were designed as a temporary relief measure for companies
that were suffering from “business interruption” caused by the national
lockdown.
During this period, nearly 1.7 million businesses received £80 Billion of loans.
These loans were billed as a temporary protective measure and were given
out with little to no due diligence, resulting in unviable businesses receiving
loans when they normally would have been rejected.
Now, as repayments are due, many businesses are struggling to pay back
their loans and are discovering that "government-backed" does not mean
government protection.
If you have a CBILS/BBLS loan, you could be at risk, even if you have not
signed a personal guarantee.
We hope this guide offers some insight into these schemes.
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REPAYMENT
Initial interest-free term & upfront fees

Interest rates will vary between lenders and depend on the specific lending proposal;
however, the Government will pay the interest for the first 12 months after you are
approved.
The Government will also cover any initial upfront fees. After this initial interest-free term,
you will be required to make interest payments as you would with any other loan.

Repayments
Like interest payments, there is an option of a 12 month repayment holiday. Meaning that
you do not have to make any loan payments for the first year after you receive your loan.
After 12 months have lapsed, you must begin making repayments on the loan, including
interest.
If you can afford to, you should start making repayments earlier to reduce any
unnecessary fees and interest charges. Unlike some loans, there are no early repayment
fees for CBILS/BBLS loans. If you chose to take the repayment holiday, you would pay more
interest as there will be a larger amount of capital outstanding for a longer time.
The maximum loan term was initially six years; however, this has been extended to a
possible ten years, at the lender’s discretion.

What can you use it for?
The loan can be used to help with

CBILS loans cannot be used to pay

staff wages (directors included),

account for personal use. Recipients

business expenses including paying
rents and business rates or any
monthly business costs or

overheads such as phone and

electricity bills. Directors can use
CBILS loans to refinance other
business debts.
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dividends or be paid into your bank

cannot use it for any purposes other
than those business-related. This

would not be “acting reasonably and
responsibly”, and you could be

personally liable if the company
enters into liquidation.
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What if you
can't repay?
Corporate Liability
Do not wait until you have spent your loan and have no capital to pay wages or
cover day-to-day costs.
There was a lack of due diligence when the Government implemented this scheme;
as a result, many ‘unviable’ companies have received loans. If your company
cannot pay back this loan, there should not be consequences if you have acted
“reasonably and responsibly”.
The Government are aware, and this was expected. However, what remains to be
seen is exactly what will be determined as reasonable and responsible behaviour.
Remember that if you cannot pay back this emergency loan, you risk your credit
rating being affected at the bank. In the long term, this can limit your attractiveness
to future lenders or investors.

Personal Liability
Directors’ personal guarantees were used to back up CBILS loans over £250,000,
unfortunately, these directors are liable.
Many thought that “government-backed” means Government protected; however,
this is not the case for personally guaranteed loans.
To recover their money, lenders must demonstrate that they have exhausted all
possible recovery channels. This includes options such as liquidation of
companies, repossession of assets and even Bankruptcy.
For loans below the value of £250,000 the “corporate veil” may be lifted on the
limited company if you have acted unreasonably, leaving the director(s)
personally liable.
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CBILs Fraud: New Investigatory Powers
The Rating (Coronavirus) and Directors Disqualification (Dissolved
Companies) Bill makes it easier for the Insolvency Service to investigate
disqualified directors, potentially making them liable for company debts.
This new legislation was introduced as a direct result of the perceived misuse
of the CBIL and BBL schemes. It is designed to prevent:
1. The dissolution of companies to avoid investigation into the directors
2. To prevent ‘pre-pack’ administration i.e. the dissolution of companies to
shed liabilities and transfer assets to a new company
3. Use of the company dissolution process as an alternative to formal
insolvency proceedings
Due to the retroactive nature of this bill, any director of a company dissolved in
the past 3 years can be investigated.
You can be disqualified from being a director for up to 15 years. In some cases,
if you are disqualified, you can also be made liable for the company’s debts,
even if they are not personally guaranteed.
If you have/are planning to dissolve a limited company, you may find yourself
under the microscope, especially if you have a CBILS/BBLS loan. If your conduct
is found to be questionable, it could have dire consequences for you and your
business.
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What are your options?
Cases involving these loans can be complicated, especially when
factoring in other liabilities.
Often defaulting on one loan can have a landslide effect, bringing
other liabilities to the fore and leaving you in a tricky situation.
If you are unable to pay, it is vital that you act urgently. Procrastination
will only make the situation worse and could have serious
repercussions for you and your company.
We recommend consulting with insolvency experts, like us, to get an
accurate understanding of your situation and what your options are.
Bell & Company have over a decade’s experience negotiating with
business creditors, both for company and director’s liabilities. Call us
today to discuss your options.

CONTACT US
Call us:

Or find us at:

Scottish Provident Building,

0330 159 5820

Donegall Square West,

Email Us:
hello@bellcomp.co.uk

Belfast,

BT1 6JH

Visit our site:
www.bellcomp.co.uk
"Helping to protect the things that matter most"

