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Rescue Procedures

Corporate Recovery

Our corporate recovery team has enabled
many companies in financial difficulty to
restructure their business, renegotiate finance
and return to operational trading.

The rescue process is generally administered
under one of the following legal structures:

Administration

This process is quick and efficient and can
often be set in motion without any need
for court involvement. An administrator can
be appointed by the directors (subject to
the agreement of any lender with a legal
charge). Once appointed, creditors (if there
is to be a dividend for them) must be
presented with the rescue proposal within
8 weeks. A 50% majority of creditors by
value (if there is to be a creditors meeting)
must approve the proposal if it is to proceed.

During the period of preparation of the
proposal, creditors are not permitted to
instigate or proceed with any legal action
to recover their debts.

Company Voluntary Arrangement (CVA)

This process is also creditor driven and a
75% majority IN VALUE is required to
approve the arrangement. A proposal is
prepared for submission to the court and
if the court approves, a formal proposal is
prepared and sent to creditors. During this
interim period, the company is allowed to
continue trading under the supervision of
a nominee. The proposal normally involves
a write off of part of the debts owing to
creditors. Once approved by the creditors,
the nominee becomes the supervisor of the
arrangement.

Personal Recovery

Individual Voluntary Arrangement (IVA)

This is similar to a CVA — a nominee is
appointed by the debtor who helps prepare
a proposal to be submitted to court for
granting of a moratorium. This proposal is
then put to creditors for approval. A 75%
majority IN VALUE is required for approval.
If approved, the nominee usually becomes
the supervisor of the arrangement.

It is possible to have an IVA even if a person
has been made bankrupt!!

Partnership Voluntary Arrangement (PVA)

Partnerships have several rescue options
i.e. by way of an IVA (normally a series of
interlocking I1VA’s), as a partnership (PVA)
or as an unregistered company via a CVA.

Informal Arrangements

The above rescue procedures are formal legal
processes. Sometimes a rescue can be effected
in an ‘informal’ way without the need for
court involvement. Creditors must however
still be involved. Whilst it can work well in
certain limited situations, there are
nevertheless risks associated with it and
professional advice must be sought.



Insolvency Procedures

Company Insolvency

Creditors Voluntary Liquidation (CVL)

Where a company is insolvent and has no
hope of rescue, the directors (if they are
to avoid potential personal liability) must
pass a resolution to wind it up. A meeting
of creditors is called and a liquidator
appointed to realise the assets and pay
creditors in the prescribed order.

Court Liquidation

In these circumstances the company is
wound up by order of the court, often
following a winding up petition by a creditor.
However, shareholders can also petition for
a court winding up, in order to help protect
their position and the assets of the company
until a liquidator is appointed. The
Liquidator is normally the Official Receiver.

Personal Insolvency

Bankruptcy

Before a person is made bankrupt, a
bankruptcy petition must be presented to
the court for a debt in excess of £750. Once
a bankruptcy order is made, a trustee is
appointed who, after allowing for basic
living needs, realises the remaining assets
for the benefit of the creditors.

Bankruptcy orders are normally made
following the presentation of a petition by
a creditor but increasingly petitions for
bankruptcy are being made by the debtors
themselves.

Once bankrupt, a person’s assets vest in
the trustee — the bank account is normally
frozen and trading can only continue if the
trustee agrees.

Winding up of
Solvent Companies

Occasionally, a company will have come to
the end of its operational life and it still
retains funds. The members will then have
to decide on the most tax efficient way to
extract funds from the company. This can
often be implemented by way of a Members
Voluntary Liquidation.

Members Voluntary Liquidation (MVL)

A Liquidator is appointed by the members
and the assets are distributed in cash or
in specie according to their rights as dictated
by the company’s Memorandum & Articles
of Association.

Timely tax planning is usually a critical part
of a solvent winding up.

Application for strike offs

Sometimes where a company has ceased
trading and has no assets or liabilities, the
shareholders can make an application to
the Registrar of Companies for strike off.
Again there are important tax planning
issues and care needs to be taken to ensure
there will be no residual assets which might
be caught by the ‘bona vacantia’ rules.



The team has practical involvement in the following areas:

=== |VA's, PVA's & CVA's
m===  Administrations
Informal Rescues
=== Pre-insolvency advices
====  Solvent and Insolvent Liquidations
===  Directors responsibilities in insolvency
===  Representing creditors at insolvency meetings
===  Bankruptcy - creditor’s and debtor’s petitions

If you would like to discuss any of the above we will be
happy to arrange an initial consultation free of charge.

We can be contacted by:
Phone : 028 8772 1194
Fax : 028 8772 1199

Email : mail@cavanaghkelly.com

Web: www.cavanaghkelly.com
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