Members Voluntary
Liquidations (MVLs)

The company prepares a declaration
of salvency to confiim that it Is able
to pay all of its debts in full.

The company valuntarily decides to

wind up its affairs — usually because

the business s no lomger redguired or
its directors wish to retire.

An MWL can be used as a means of
resolving a shareholder dispute.

The company can be dissclved fairly
quickly {usualty within three months).

Once the company is wound-up,
furds are distributed to sharehokiars
in a tax-afficient manner.

The liguidator can return funds to
directors and shareholders as capital.

It will be clear to the publc that the
company chose to wind-up for reasons
other than insolvency.
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The company is unabile to pay its debts.
However, the CVL process will enable
it 1o use its assets to pay off these
debits at a later date.

The company valuntarity decides to
wind up its affairs in order to pay its
debts az far as it can,

A CVL protects the company from
Turther legal action. it can aksa protect
any persanal liability of the dirsctors.

The process is fast and the
company can be placed into CWL
in approximately two weeks,

All assets, and possibly the business,
are sold to pay creditors,

Employess can claim unpaid wages and
redundancy pay from the Government.
Howevar, thers is usually no real return

for sharehalders,

Onee wound-up, the process will be
sean by the publc as a compary cholce
and not a hostike creditar aclion.

The drfferences between liquidation and msolvency

Insolvency

The company ks unable o pay 1S
debis as the value of its liabilities
autweighs the value of its assets,

The company must act fast to corsider
its options, otherwise it could ba
forcad into compulzary liquidation,

If the company does not act,
diractors could be at risk of facing
legal action, Directors could also be

found personally liabla for dabts,

The insahvent comparny will need to go
into Administration or liguidation unless it

enters a Company Voluntary Arangement
(WA oF explares other options ASAP.

Creditors may chase the company for a
long time, or petition the Cawts for the:
company’s liguidation. This can be
sfressful unless fast action is taken,

Valued employees are most
likely to disperse and seek
employmant elsawhare.

Mews of a business entering compulsary
liquidation will ba viewsad as a hastile
creditor action by the public and
the media.
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