
KSA's Flowchart for Creditor Ranking in Terminal Insolvency

Call KSA now for a free discussion on 0800 9700 539

The company is insolvent and not

viable. As directors you think the

bank will recover their lending, but

worry what would happen in a

terminal insolvency like liquidation?

Remember asset values will

"meltdown" and liquidation costs

will be high.

We assume here that the

bank or factoring

company has a fixed and

floating charge granted

before 15/9/2003

We assume here that the

bank or factoring

company has a fixed and

floating charge granted

AFTER 15/9/2003

Liquidator appointed,

assets collected

(liquidated).

Liquidator's

fees usually

get paid

first, bank

may have to

agree.

Fixed charge creditors realise
assets and get paid first, such as

mortgages against a property or

machines and or a debtor book if

factoring.

Under floating charge

preferential creditors paid next:

employee's arrears of pay and

holiday pay (limited by statute).

Floating charge (bank)creditor
paid next. Floating charge assets

include: Stock, WIP, unsecured

portion of secured assets and

unencumbered assets

Unsecured creditors including

PAYE, NIC, VAT, trade creditors

and landlord arrears. And bank

for any shortfall.

Connected (associate)

creditors. Like directors or

spouse/family loans and unpaid

salary. Don't try to repay these

before liquidation!

Shareholders (usually receive

nothing).

"Prescribed part"

applies. 50% of first

realisation up to £10K

and 20% of £10K to

£600k GOES TO

UNSECURED

CREDITORS. Balance

to floating charge

holder.

Warning: if

bank sees a

shortfall after

this it will rely

upon any

personal

guarantees.


