
Can I appeal the liquidator’s decision?
If the liquidator refuses to pay your claim 
and you believe the decision is unfair 
you should speak to them first, to try to 
agree a compromise. If this doesn’t work 
you can apply for a court adjudication.

Am I a secured or 
unsecured creditor? 
Most secured  
creditors are banks, 
invoice factoring 
companies and  
lenders involved with 
the purchase  
of equipment or  
machinery. They will 
be paid before  
unsecured creditors.

It is likely that you are an  
‘unsecured creditor’ 
Most suppliers, customers,  
contractors and HMRC  
are classed as  
unsecured creditors.

Voluntary and compulsory liquidations
If your customer is being wound up, either  
through compulsory liquidation or they’ve  
chosen voluntary liquidation then, to put it  
bluntly, the money has run out and there’s  
no prospect of saving the company.

Administration and liquidation – what’s  
the difference?
If a company goes into administration, there  
are hopes that the business can either be  
restructured or sold to a new owner so that  
trading will continue. 

It’s down to the administrator to work out if the 
business can continue in some form or another. 
If not, the assets will be liquidated.

THE LIQUIDATION  
PROCESS

Creditors’ meeting
The law has changed 
recently meaning meetings 
in person are only held 
if requested by 10% of 
creditors (by value or 
number) or by 10 individual 
creditors. Otherwise 
proposals and notices will 
be sent to you electronically.

Liquidation committee  
If you choose, you can join together with other  
unsecured creditors (usually between three and 
five individuals) to form a creditors’ liquidation  
committee. You won’t receive payment for your 
role but you can claim back expenses such as 
travel. As a committee member you’ll be able to 
monitor the liquidator’s actions.

Appointment of  
a liquidator  
If the liquidation is  
voluntary, you have  
the right to vote on  
the appointment of a  
liquidator. If you are  
not happy with an  
appointment made  
by shareholders you 
can nominate a  
different liquidator.

Additional rights as a committee member
You can: 

• Request a meeting with the liquidator at any 
stage of the proceedings

• Receive regular reports from the liquidator on 
matters such as the disposal of the property

• You’ll also get to examine interim and final 
liquidation accounts

Can I claim interest on the debt? 
You can claim back interest on the debt  
up to the date your customer went into 
liquidation providing your initial contract 
outlined your intention to charge interest 
or you sent a reminder stating that interest 
would become due.

What is a creditor’s dividend?
You may receive a pro-rata dividend 
paid at the end of the liquidation and 
possibly also an interim dividend.  
In some cases it will be just a few  
pence in the pound or it may be  
nothing at all.

VAT Bad Debt Relief
If you have to write-off some 
or all of your debt and your 
business is VAT registered 
you can claim back the VAT 
up to six months after the 
liquidation has been finalised.

A creditor’s guide to administration and liquidation
If you are owed money by a customer who has gone into liquidation or administration, you will have lots of questions.

•   What are my rights?          •   How does the process work?          •   Will I get paid and, if so, when and how much?

When will I get back what 
I’m owed?
First the bad news. As an 
unsecured creditor you 
are last in line to receive a 
payment after all secured 
creditors have been paid.

This could mean by the time 
it’s your turn, the coffers are 
empty or there’s not enough 
to pay back 100% of the 
amount you are owed.

What happens to goods 
that belong to me?  
If your customer has 
goods that belong to  
you then, providing you 
can prove ownership,  
you have the right to  
make a claim for their 
return or reimbursement 
via the liquidator.
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