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The Role of
the Liquidator

Liquidation is a formal process. It
can only be carried out by a
licensed Insolvency Practitioner, of
which there are thousands to
choose from. All Insolvency
Practitioners charge a fee which
typically ranges from £2.5k to £7k.
The duties of the Insolvency
Practitioner include preparing the
Statement of Affairs report which
is sent to the creditors informing
them that the company is insolvent
and, on a stated date will be going
into liquidation.
Contained in the report is a voting
form that allows your creditors to
consent to the Insolvency
Practitioner becoming the
liquidator and, on that date, they
are appointed as the liquidator of
the company.

The appointed liquidator
represents the creditors and
part of their role includes
realising any assets in the
company, conducting a bank
statement review and reporting
on the directors’ conduct, which
recently has included points
relating to bounce back loans,
their usage and whether the
amount obtained was supported
by the companies’ turnover.
Once everything has been
concluded, the company will be
dissolved. This takes place
approximately 12 – 18 months
post appointment.
"Choosing a firm will be an
important step. Which one you
choose will be key to you to
making sure it runs as smoothly as
possible. We have a panel of
licenced insolvency practitioners
and will always aim to put you
with the most suitable for your
circumstances."
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Directors
Conduct

The liquidator will investigate the
Directors conduct throughout the
life of the company with more
focus on the activity during the
lead up to insolvency and closure.
This report will eventually be sent
to the Insolvency Service. The
report will include aspects such as:
a) Transactions to the directors and
other creditors which the company
couldn’t afford - Misfeasance
b) Report and pursue payments to
creditors that have been
preferred over other creditors –
Preference Payments
c) Understanding how government
support loans and packages were
obtained and applied for such as
furlough and bounce back loan
schemes – Fraudulent Trading

d) Focus on other aspects
like how long the company has
traded vs how much debt has
accrued vs what remuneration
has been paid and what did the
directors do about it and what
decisions were made.
Once the report goes to the
Insolvency Service it is their job
to investigate further.
If the Insolvency Service find
any directors offences, the
director can be made personally
liable for the companies’ debt
and/or disqualify the director
for up to 15 years.
“It’s imperative that any potential
issues are addressed before the
company goes into liquidation.
Speak to us first to understand the
implications before engaging with
an insolvency practitioner.”
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Overdrawn
Directors Loan
Accounts

All Directors will have a loan
account, whether they are aware
of it or not. This is the account
that records all transactions to and
from the director.
At the end of the companies
financial year (year end) the
accountant will reconcile the
directors loan account and allocate
that remuneration to various
narratives such as salary (payroll),
Directors expenses and typically,
dividends (profits paid to the
shareholders after tax).
Should there be insufficient profits
in that financial year to post the
remuneration as dividends, the
accountant will note these
transactions as an overdrawn
directors loan. This will show in
the accounts as a debtor or asset
of the company. The Director

personally owes this money to
the limited company.
During the normal course of
trading a limited company, this
typically isn’t an issue as the
loan can be added back the next
year and rolled over, however, if
the company was to become
insolvent and go through
liquidation, in their duties as the
appointed liquidator, the
insolvency practitioner would
pursue the director personally
for this overdrawn directors
loan.
It is imperative that the status
of this is clarified before
engaging an Insolvency
Practitioner
“We can asses all potential issues
for free and formulate a plan
before it becomes too late”
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Illegal
Dividends

Most Directors of smaller
companies pay themselves a
regular income each month.

The answer is usually “I have
always done that." This is
another pitfall.

The accountant will typically
structure and split this income to
salary (usually 8-12k per year) and
dividends.
This is often the most tax efficient
way for you a director to take
money from the company.

Illegal dividends will be treated
the same as overdrawn
directors’ loan accounts and the
liquidator would pursue the
director personally.

If a director has taken dividends in
the lead up to insolvency, the
Liquidator will ask how they knew
there was sufficient profits and
reserves to do so.

"It is imperative that the status of
this is clarified before engaging an
Insolvency Practitioner"
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Trading Again
S216

If, like many directors, a business
was viable pre-covid, starting again
might be something a director is
considering through a new limited
company.

If this is ignored, the
Insolvency Service can
interject which can have
huge implications on the new
company going forwards.

An Insolvency Practitioner will
only advise a director on the
company that’s Insolvent, not the
new entity. Often the new
company will have the same
customers, the same assets, and
possibly the same name.

If the director wants to
continue using the assets
they will need to purchase
them back from the
liquidator whose job is to sell
them for as much as possible
for the benefit of the
creditors.

If the director wants to use the
same name, they will need to
adhere to Section 216 of the
Insolvency Act of which the
Insolvency practitioner will alert
you to.

The Directors Helpline

There is a reason
we are called
The Directors
Helpline...
We are here to help you - THE DIRECTOR
Don't just take our word for it, we're 5 star
rated on

“Having identified our business was no longer 'viable' due to the level debt we had built up
through the pandemic, we started to explore the idea of voluntary liquidation. We set about
talking to numerous insolvency practitioners (IP) and it became apparent very quickly that their
quality was patchy to say the least and their approach varied from clueless to aggressive.
Having been mocked, scared and confused by the multiple conversations we had with the IPs we
turned to the Directors Helpline for advice and it was clear from the start that they were on your
side and genuinely wanted to offer help. They took the stress out of the situation by enabling
you ask questions and boy did we have a lot of questions, some really stupid and silly but they
treated each with patience and professionalism.
Everyone we spoke to was knowledgeable, courteous, and made us feel like they could help dig
ourselves out of the situation we found ourselves in. The advice was sound at every step, the
level of contact was excellent, and the outcome is without doubt far more positive than it would
have been if we had gone direct to an IP.
The situation was very worrying, extremely confusing and given we had not been through this
before it was obvious, we had little clue on how to navigate such a situation. Jonathan and his
team at The Directors Helpline made the situation bearable and most importantly we felt like we
had some control over what was happening and now we can move on with our lives knowing it
has all been handled legally, fairly, and appropriately.
If your business is insolvent and you need guidance to navigate this tricky period, give
The Directors Helpline a call.”

0333 358 2451

info@thedirectorshelpline.org
Churchill Chambers, Churchill Way, Macclesfield, Cheshire, SK11 6AY

