
                                                                                                  
 

Business funding and finance 

1.1. Business finance explained 

1.1.1.Overview 

The most suitable finance option for your business depends on many things, 

including: 

 how much funding you need 

 your current business revenue or if you’re a new business 

 whether or not you’re willing to offer personal assets as security – this can 

make it easier to get funding but is risky if you’re not able to maintain 

payments 

 whether or not you own a business property – this can make it easier to 

get funding 

 whether or not you’re willing to sell shares 

This guide explains the different types of funding available. 

Find funding 

Find out more about business finance options or search for finance schemes in 

your area for your type of business. 

The business finance and support finder has a list of public funding (eg 

government schemes) available in the UK. 

Related External Links 

1. British Business Bank 

 

1.1.2.Investment finance 

Investment finance (also known as equity finance) involves selling part of your 

business (‘shares’) to an investor. The investor will take a share of any profits or 

losses that the company makes. 

Advantages 

Advantages include: 

 investors can bring new skills and opportunities to the business, eg 

marketing or exporting overseas 

 you won’t have to pay any interest, or repay a loan 

 you share the risks of the business with your investors 

Disadvantages 

Disadvantages include: 

http://businessfinanceforyou.co.uk/useful-resources
http://businessfinanceforyou.co.uk/
http://www.gov.uk/business-finance-support-finder
http://british-business-bank.co.uk/
http://www.gov.uk/business-finance-explained/loans


                                                                                                  
 

 it can be a demanding, expensive and time-consuming process 

 you’ll own a smaller share of your business (although your share could 

eventually be worth more money if your business succeeds) 

 you may have to consult your investors before making certain 

management decisions 

 only limited companies can sell shares, so you can’t raise money in this 

way if you’re a sole trader or in a partnership 

You should get professional advice about business finance. 

Tax relief to investors 

Some government schemes help companies raise investment finance by offering 

tax relief to investors: 

 Seed Enterprise Investment Scheme 

 Enterprise Investment Scheme 

 Venture Capital Trust Scheme 

Find funding 

You can look for either: 

 private finance providers (eg banks) 

 public funding (eg government schemes) 

 

1.1.3.Crowdfunding 

Crowdfunding (also known as crowd financing or crowd-sourced capital) involves 

a number of people each investing, lending or contributing smaller amounts of 

money to your business or idea. This money will then be pooled to reach your 

funding target. 

Your idea will usually be showcased through a crowdfunding website. 

Advantages 

Advantages of crowdfunding include: 

 it provides an alternative to funding from conventional means, eg bank 

loan 

 you can raise finance relatively quickly, often without upfront fees 

 it can raise awareness of your new business 

Disadvantages 

Disadvantages of crowdfunding include: 

http://www.bvca.co.uk/PEVCExplained/features/WhatisPE
http://www.gov.uk/seed-enterprise-investment-scheme
http://www.gov.uk/enterprise-investment-scheme
http://www.hmrc.gov.uk/guidance/vct.htm
http://businessfinanceforyou.co.uk/
http://www.gov.uk/business-finance-support-finder


                                                                                                  
 

 your idea could be copied if you haven’t protected it with a patent or 

copyright 

 any money you raise will normally be returned to investors or contributors 

if you don’t reach your funding target 

 crowdfunding is mostly unregulated (but from 1 April 2014, loan-based 

and investment-based crowdfunding will be regulated by the Financial 

Conduct Authority) 

Find funding 

You can look for either: 

 private finance providers (eg banks) 

 public funding (eg government schemes) 

 

1.1.4.Loans 

A loan is credit, usually in the form of cash that you borrow and repay over an 

agreed length of time. Banks, community development finance institutions, other 

businesses and even friends and family can provide businesses with loans. 

As well as repaying the amount you’ve borrowed, you normally have to pay 

interest on a loan. The amount will depend on: 

 how long you need the loan for 

 how much you borrow 

 whether the loan is ‘secured’ - eg if you own your home and agree to 

transfer ownership to the loan provider if you don’t keep up your 

payments 

 other factors, like the Bank of England base rate 

The interest rate may be: 

 fixed, so it won’t change for the length of the loan 

 variable, so it will change with the Bank of England base rate or the 

bank’s cost of borrowing 

Reasons for getting a loan 

Loans are generally suitable for: 

 paying for assets - eg vehicles or computers 

 start-up capital 

 instances where the amount of money you need won’t change 

It’s not a good idea to take out a loan for ongoing expenses - you might find it 

difficult to keep up repayments. 

http://businessfinanceforyou.co.uk/
http://www.gov.uk/business-finance-support-finder
http://www.findingfinance.org.uk/
http://www.bankofengland.co.uk/boeapps/iadb/Repo.asp


                                                                                                  
 

Advantages 

Advantages include: 

 unlike overdrafts, loans are not repayable on demand - this means that 

you’re guaranteed the money for the whole term (generally 3 to 10 years) 

 loans can be tied to the lifetime of equipment or other assets you’re 

borrowing the money to pay for 

 you won’t have to give the lender a percentage of your profits or a share 

in your company 

Disadvantages 

Disadvantages include: 

 loans aren’t very flexible - eg you may have to pay charges if you repay 

early 

 you might struggle to meet monthly payments if your customers don’t pay 

you 

 if your loan is secured against your personal property or assets (eg your 

home) you could lose them if you don’t keep up the payments 

 the cost of repayments for variable rate loans can change, making it 

harder to plan your finances 

1.1.5.Grants 

A grant is an amount of money given to an individual or business for a specific 

project or purpose. 

You can apply for a grant from the government, the European Union, local 

councils and charities. 

You won’t need to pay a grant back, but there’s a lot of competition and they are 

almost always awarded for a specific purpose or project. 

Advantages 

Advantages include: 

 you won’t have to pay a grant back or pay interest on it 

 you won’t lose any control over your business 

Disadvantages 

Disadvantages include: 

 you’ll have to find a grant that suits your specific project, which can be 

difficult 

 there’s a lot of competition for grants 

http://www.gov.uk/business-finance-explained/overdrafts


                                                                                                  
 

 you’ll usually be expected to match the funds you’re awarded, eg a grant 

might cover part of the cost of a project but you’ll have to fund some of it 

yourself 

 grants are usually awarded for proposed projects, not ones that have 

already started 

 the application process can be time-consuming 

 

1.1.6.Overdrafts 

An overdraft is a credit facility you agree with your bank. It allows you to 

temporarily spend more than you have in your account to cover short-term 

financing needs. 

It should not be used as a long-term source of finance - if an overdraft is used 

persistently your bank may question whether you are in financial difficulty. 

You’ll need to agree your overdraft limit with your bank. You’ll usually be 

charged interest on any money you use, and may also have to pay a fee. 

Advantages 

Advantages include: 

 it’s flexible - you only borrow what you need at the time, making it 

cheaper than a loan 

 it’s quick to arrange 

 you normally won’t be charged for paying off your overdraft earlier than 

expected 

Disadvantages 

Disadvantages include: 

 there will usually be a charge if you want to extend your overdraft 

 you could be charged if you go over your overdraft limit 

 the bank can ask for the money back at any time 

 you can only get an overdraft from the bank that you hold your business 

current account with 

1.1.7.Invoice financing 

Invoice financing is where a third party agrees to buy your unpaid invoices for a 

fee. Invoice financiers can be independent, or part of a bank or financial 

institution. 

There are 2 types of invoice financing in the UK. 

Factoring 

http://www.gov.uk/business-finance-explained/loans


                                                                                                  
 

‘Factoring’ - also known as ‘debt factoring’ - usually involves an invoice financier 

managing your sales ledger and collecting money owed by your customers 

themselves. This means your customers will know you’re using invoice finance. 

1. When you raise an invoice, the invoice financier will buy the debt owed to 

you by your customer. 

2. They make a percentage of the cost (usually around 85%) available to 

you upfront. 

3. They then collect the full amount directly from your customer. 

4. Once they’ve received the money from your customer, they make the 

remaining balance available to you. 

5. You’ll have to pay them a discount charge (interest) and fees - the 

amount depends on which invoice financier you use. 

Example 

You’re owed £40,000 by a customer. You sell the invoice to an invoice financier 

for £34,000 (85%). They collect £40,000 from your customer and pay you the 

remaining £6,000 when they receive the money. You pay them interest and any 

fees you owe. 

Invoice discounting 

With ‘invoice discounting’, the invoice financier won’t manage your sales ledger 

or collect debts on your behalf. Instead, they lend you money against your 

unpaid invoices - this is usually an agreed percentage of their total value. You’ll 

have to pay them a fee. 

As your customers pay their invoices, the money goes to the invoice financier. 

This reduces the amount you owe, which means you can then borrow more 

money on invoices from new sales up to the percentage you originally agreed. 

You’ll still be responsible for collecting debts if you use invoice discounting, but it 

can be arranged confidentially so your customers won’t find out. 

Advantages 

Both kinds of invoice financing can provide a large and quick boost to your cash 

flow. 

Advantages of factoring include: 

 the invoice financier will look after your sales ledger, freeing up your time 

to manage your business 

 they credit check potential customers meaning you are likely to trade with 

customers that pay on time 

 they can help you to negotiate better terms with your suppliers 

Advantages of invoice discounting include: 



                                                                                                  
 

 it can be arranged confidentially, so your customers won’t know that 

you’re borrowing against their invoices 

 it lets you maintain closer relationships with your customers, because 

you’re still managing their accounts 

Disadvantages 

Some disadvantages of invoice financing are that: 

 you’ll lose profit from orders or services that you provide 

 invoice financiers will usually only buy commercial invoices - if you sell to 

the public you might not be eligible 

 it may affect your ability to get other funding, as you won’t have ‘book 

debts’ available as security 

If you use factoring: 

 your customers may prefer to deal with you directly 

 it may affect what your customers think of you if the invoice financier 

deals with them badly 

1.1.8.Leasing and asset finance 

Leasing or renting assets (eg machinery or office equipment) can save you the 

initial costs of buying them outright. 

Advantages 

Advantages include: 

 you’ll have access to a high standard of equipment that you might not 

have been able to afford otherwise 

 interest rates on monthly instalments are usually fixed 

 it’s a less risky alternative to a secured bank loan - if you can’t make 

payments you’ll lose the asset but not, for example, your home 

 the leasing company carries the risks if the equipment breaks down 

 as long as you make regular repayments for the period of the lease, the 

agreement can’t be cancelled 

 it’s widely available 

Disadvantages 

Disadvantages include: 

 you can’t claim capital allowances on a leased asset if the lease period is 

less than 5 years (or 7 years in some cases) 

 it can be more expensive than buying the asset outright 

http://www.gov.uk/capital-allowances


                                                                                                  
 

 some long-term contracts can be difficult to cancel early 

 you may have to pay a deposit or make some payments in advance 

 

1.2. Business tax 

1.2.1.Company Tax Returns 

1.2.1.1. Overview 

Your company or association must file a Company Tax Return if you get a ‘notice 

to deliver a Company Tax Return’ from HM Revenue and Customs (HMRC). 

You must still send a return if you make a loss or have no Corporation Tax to 

pay. 

You don’t send a Company Tax Return if you’re self-employed as a sole trader or 

in a partnership - but you must send a Self Assessment return. 

What it involves 

When you file your tax return, you work out your: 

 profit or loss for Corporation Tax (this is different from the profit or loss 

shown in your annual accounts) 

 Corporation Tax bill 

You can either get an accountant to prepare and file your tax return or do it 

yourself. 

If you have a limited company, you may be able to file your accounts with 

Companies House at the same time as your tax return. 

Deadlines 

The deadline for your tax return is 12 months after the end of the accounting 

period it covers. You’ll have to pay a penalty if you miss the deadline. 

There’s a separate deadline to pay your Corporation Tax bill. It’s usually 9 

months and one day after the end of the accounting period. 

1.2.1.2. Penalties for late filling 

You’ll have to pay penalties if you don’t file your Company Tax Return by the 

deadline. 

Time after your 

deadline 

Penalty 

1 day £100 

3 months Another £100 

http://www.gov.uk/file-your-company-accounts-and-tax-return
http://www.gov.uk/working-for-yourself
http://www.gov.uk/self-assessment-tax-returns
http://www.gov.uk/appoint-tax-agent
http://www.gov.uk/prepare-file-annual-accounts-for-limited-company/file-your-accounts-and-company-tax-return
http://www.gov.uk/prepare-file-annual-accounts-for-limited-company/file-your-accounts-and-company-tax-return
http://www.gov.uk/corporation-tax-accounting-period
http://www.gov.uk/corporation-tax-accounting-period
http://www.gov.uk/company-tax-returns/penalties-for-late-filing
http://www.gov.uk/pay-corporation-tax


                                                                                                  
 

Time after your 

deadline 

Penalty 

6 months HM Revenue and Customs (HMRC) will estimate your Corporation Tax bill and add 

a penalty of 10% the unpaid tax 

12 months Another 10% of any unpaid tax 

If your tax return is late 3 times in a row, the £100 penalties are increased to 

£500 each. 

If your tax return is more than 6 months late 

If your tax return is 6 months late, HMRC will write telling you how much 

Corporation Tax they think you must pay. This is called a ‘tax determination’. 

You can’t appeal against it. 

You must pay the Corporation Tax due and file your tax return. HMRC will 

recalculate the interest and penalties you need to pay. 

Appeals 

If you have a reasonable excuse, you can appeal against a late filing penalty by 

writing to your company’s Corporation Tax office. 

Check recent tax forms or letters from HMRC for your Corporation Tax office 

address or call the Corporation Tax helpline. 

1.2.1.3. Making changes 

You must usually make any changes (‘amendments’) within 12 months of 

the filing deadline. 

You can either: 

 log in to HM Revenue and Customs’ (HMRC’s) online services to amend 

your Company Tax Return 

 write to your company’s Corporation Tax office 

Check recent tax forms or letters from HMRC for the Corporation Tax office 

address or call the helpline. 

HMRC may charge you a penalty for errors. 

HMRC can make a compliance check to check for errors in your Company Tax 

Return. 

 

1.2.2.Dormant companies and associations 

1.2.2.1. Overview 

Your company or association may be ‘dormant’ if it’s not doing business 

(‘trading’). 

http://www.gov.uk/tax-appeals/reasonable-excuses
http://www.gov.uk/government/organisations/hm-revenue-customs/contact/corporation-tax-enquiries
http://www.gov.uk/company-tax-returns/overview
https://online.hmrc.gov.uk/
http://www.gov.uk/government/organisations/hm-revenue-customs/contact/corporation-tax-enquiries
http://www.gov.uk/tax-compliance-checks


                                                                                                  
 

Dormant means different things for: 

 Corporation Tax and Company Tax Returns 

 annual accounts and returns for Companies House if you have a limited 

company 

Your dormant period stops when you start trading again. 

1.2.2.2. Dormant for Corporation Tax 

Your business is usually considered dormant for Corporation Tax if it: 

 has stopped trading 

 is a new limited company that hasn’t started trading 

 is an unincorporated association owing less than £100 Corporation Tax 

 is a flat management company 

Trading includes buying, selling, renting property, advertising, employing 

someone or getting interest. HMRC has detailed guidance on what counts as 

dormant for Corporation Tax. 

What you must do if your business is dormant 

Being dormant for Corporation Tax means you don’t have to pay Corporation Tax 

or send (‘file’) a Company Tax Return unless you get a ‘notice to deliver’ one. 

Limited companies 

You must still file annual accounts and returns - exactly what you must do 

depends on whether you’re also considered dormant for Companies House. 

When HMRC thinks your business is dormant 

You may get a letter from HMRC telling you: 

 they’ve decided to treat your company or association as dormant 

 that you don’t have to pay Corporation Tax or file Company Tax Returns 

(unless you start trading again) 

When you think your business is dormant 

Use the first Company Tax Return you file after you stopped trading to 

tell HMRC you’ve become dormant - put a note in the accounts giving the date 

you stopped trading. 

If your accounts cover trading and dormant periods you must file a different 

return for each period. 

1.2.2.3. Dormant for Companies House 

You must file annual returns and annual accounts with Companies House 

whether your limited company is: 

 dormant for Corporation Tax 

http://www.gov.uk/dormant-company/dormant-for-corporation-tax
http://www.gov.uk/dormant-company/dormant-for-companies-house
http://www.gov.uk/restart-a-non-trading-or-dormant-company
http://www.gov.uk/first-company-accounts-and-return/trading-after-set-up
http://www.gov.uk/corporation-tax-trading-and-non-trading#when-hmrc-will-treat-clubs-and-unincorporated-organisations-as-dormant
http://www.gov.uk/set-up-property-management-company
http://www.gov.uk/corporation-tax-trading-and-non-trading
http://www.gov.uk/corporation-tax-trading-and-non-trading
http://www.gov.uk/dormant-company/dormant-for-companies-house
http://www.gov.uk/restart-a-non-trading-or-dormant-company
http://www.gov.uk/company-tax-returns
http://www.gov.uk/prepare-an-annual-return-for-companies-house
http://www.gov.uk/annual-accounts
http://www.gov.uk/dormant-company/dormant-for-corporation-tax


                                                                                                  
 

 dormant according to Companies House 

But if your company is dormant according to Companies House and also qualifies 

as ‘small’ you: 

 only have to send abbreviated accounts 

 don’t have to include an auditor’s report with your accounts 

Check what to include in your accounts if your company is small and dormant for 

Companies House. 

Dormant according to Companies House 

Your company is called dormant by Companies House if it’s had no ‘significant’ 

transactions in the financial year that you’d normally report. 

Significant transactions don’t include: 

 filing fees paid to Companies House 

 penalties for late filing of accounts 

 money paid for shares when the company was incorporated 

 

1.2.3.Reclaiming VAT 

1.2.3.1. What you can and can’t reclaim 

You can usually reclaim the VAT paid on goods and services purchased for use in 

your business. 

If a purchase is also for personal or private use, you can only reclaim the 

business proportion of theVAT. 

Examples 

Half of your mobile phone calls are private. You can reclaim 50% of the VAT on 

the purchase price and the service plan. 

You work from home and your office takes up 20% of the floor space in your 

house. You can reclaim 20% of the VAT on your utility bills. 

You must keep records to support your claim and show how you arrived at the 

business proportion for a purchase. You must also have valid VAT invoices. 

What you can’t reclaim 

You can’t reclaim VAT for: 

 anything that’s only for private use 

 goods and services your business uses to make VAT-exempt supplies 

 business entertainment costs 

http://www.gov.uk/annual-accounts/microentities-small-and-dormant-companies
http://www.gov.uk/annual-accounts/microentities-small-and-dormant-companies
http://www.gov.uk/annual-accounts/microentities-small-and-dormant-companies
http://www.gov.uk/vat-record-keeping
http://www.gov.uk/vat-record-keeping/vat-invoices
http://www.gov.uk/vat-businesses/when-not-to-charge-vat


                                                                                                  
 

 anything you’ve bought from other EU countries (you may be able to 

reclaim VAT charged under the electronic cross-border refund system) 

 goods sold to you under one of the VAT second-hand margin schemes 

 business assets that are transferred to you as a going concern 

Purchases before registration 

You may be able to reclaim VAT paid on goods or services bought before you 

registered for VAT if the purchases were made within certain time limits. 

Partly exempt businesses 

You need to make separate calculations for purchases that relate to both VAT-

exempt and taxable supplies, eg phone bills or accountancy fees. 

Business assets of £50,000 and more 

There are special rules for reclaiming VAT for: 

 individual computers and single pieces of computer equipment costing 

£50,000 or more beforeVAT 

 aircraft, ships and boats costing £50,000 or more before VAT 

 land and buildings costing £250,000 or more before VAT 

You may need to adjust the amount of VAT you reclaim over several years using 

the Capital Goods Scheme. 

How your VAT refund is repaid 

Log in to your HM Revenue and Customs (HMRC) online account to view 

any VAT refund you’re owed. Claim by submitting your VAT Return. 

You need to give your account details to HMRC - even if you’ve already set up a 

direct debit forVAT Returns. Add or change them by going to the registration 

details in your VAT online account. 

You will usually get your refund within 10 days of HMRC receiving your return 

but it may take longer. Only contact HMRC if you haven’t heard anything after 

30 days. 

1.2.3.2. Vehicles and fuel costs 

Buying a new car 

You may be able to reclaim all the VAT on a new car if you use it only for 

business. 

The car must not be available for private use, and you must be able to show that 

it isn’t, eg it’s specified in your employee’s contract. 

‘Private use’ includes travelling between home and work, unless it’s a temporary 

place of work. 

http://www.gov.uk/government/publications/vat-notice-723a-refunds-of-vat-in-the-european-community-for-ec-and-non-ec-businesses/vat-notice-723a-refunds-of-vat-in-the-european-community-for-ec-and-non-ec-businesses
http://www.gov.uk/vat-margin-schemes
http://www.gov.uk/government/publications/vat-notice-7009-transfer-of-business-as-a-going-concern/vat-notice-7009-transfer-of-business-as-a-going-concern
http://www.gov.uk/vat-registration/purchases-made-before-registration
http://www.gov.uk/vat-exemption-and-partial-exemption
http://www.gov.uk/vat-exemption-and-partial-exemption
http://www.gov.uk/vat-capital-goods-scheme-and-capital-assets
https://online.hmrc.gov.uk/login?GAREASONCODE=-1&GARESOURCEID=Common&GAURI=https://online.hmrc.gov.uk/home&Reason=-1&APPID=Common&URI=https://online.hmrc.gov.uk/home


                                                                                                  
 

You may also be able to claim all the VAT on a new car if it’s mainly used: 

 as a taxi 

 for driving instruction   

 for self-drive hire 

Leasing a car 

If you lease a car, you can usually claim 50% of the VAT. You may be able to 

reclaim all the VAT if the car is used only for business and is not available for 

private use, or is mainly used: 

 as a taxi 

 for driving instruction   

Self-drive hire cars 

If you hire a car to replace a company car that’s off the road, you can usually 

claim 50% of the VATon the hire charge. 

If you hire a car for another reason (eg you don’t have a company car), you can 

reclaim all theVAT if all the following apply: 

 you hire it for no more than 10 days 

 it’s used only for business 

 it’s not available for private use 

Commercial vehicles 

You can usually reclaim the VAT for buying a commercial vehicle (like a van, 

lorry or tractor) if you only use it for business. 

If they’re used only for business, you can also reclaim VAT on: 

 motorcycles 

 motorhomes and motor caravans 

 vans with rear seats (combi vans) 

 car-derived vans 

Fuel costs 

There are different ways of reclaiming VAT on fuel, if you don’t pay a fixed rate 

under the Flat Rate Scheme. 

You can reclaim all the VAT on fuel if your vehicle is used only for business. 

There are 3 ways of handling VAT if you use the vehicle for both business and 

private purposes. You can:   

 reclaim all the VAT and pay the right fuel scale charge for your vehicle 

http://www.hmrc.gov.uk/manuals/vitmanual/vit51200.htm
http://www.hmrc.gov.uk/manuals/vitmanual/VIT50900.htm
http://www.hmrc.gov.uk/manuals/vitmanual/vit50600.htm#IDAUXU1H
http://www.gov.uk/vat-flat-rate-scheme
http://www.gov.uk/fuel-scale-charge


                                                                                                  
 

 only reclaim the VAT on fuel you use for business trips - you’ll have to 

keep detailed mileage records 

 choose not to reclaim any VAT, eg if your business mileage is so low that 

the fuel scale charge would be higher than the VAT you can reclaim 

If you choose not to reclaim VAT on fuel for one vehicle you can’t reclaim VAT on 

any fuel for vehicles used by your business. 

Additional costs 

You can usually reclaim the VAT for: 

 all business-related running and maintenance costs, eg repairs or off-

street parking 

 any accessories you’ve fitted for business use 

You can do this even if you can’t reclaim VAT on the vehicle itself. 

Used vehicles 

The sales invoice for your used vehicle must show the VAT. You can’t reclaim if it 

doesn’t, eg if the seller uses the VAT margin scheme. 

1.2.3.3. Staff travel 

You can reclaim VAT on employee travel expenses for business trips, including 

meals and accommodation that you pay for. 

You can’t reclaim VAT if you pay your employees a flat rate for expenses. 

There are special rules for motoring expenses. 

You can’t reclaim VAT on entertainment costs. 

Who counts as an employee 

The following people count as employees for VAT reclaims: 

 someone directly employed by you, ie not through an agency 

 directors, partners, any other managers 

 self-employed people who are treated as employees (you can’t reclaim on 

travel expenses for this group) 

 helpers or stewards who help run events 

The following people don’t count as employees for VAT reclaims: 

 shareholders who aren’t employed by the business 

 pensioners and former employees 

 someone applying for a job, eg interviewees 

http://www.gov.uk/vat-margin-schemes
http://www.gov.uk/reclaim-vat/cars


                                                                                                  
 

1.2.4.Business debt and bankruptcy 

1.2.4.1. Cancel a winding up order 

If your company is being wound up (liquidated) you’ll be sent a copy of the 

winding up order. 

You can apply to cancel (‘rescind’) the winding up order, eg if your company can 

pay its debts or if you couldn’t attend the original hearing. You must apply to the 

court within 5 working days of when you got the order. 

Fill in Form 7.1A. Write a witness statement giving details of your assets and 

debts. Take these to the court that gave you the winding up order. 

Fees 

The fee is £155 if you go to the Companies Court or a district registry. 

Fees at county courts vary - check with the court before you go. 

What happens after you apply 

You’ll get your application back the same day and be given a date for your 

hearing. This will normally be in 1 or 2 weeks. 

You must deliver (‘serve’) a copy of the application to the person who made the 

winding up petition (the respondent) and the official receiver. 

You can deliver the application by: 

 giving it to them (you should try all their known addresses) 

 getting a ‘process server’ to serve it for you (a solicitor can arrange this) 

If it can’t be delivered in person, you can deliver the application by registered 

post or putting it through a letterbox. 

At the hearing 

Both you and the respondent present your cases to a registrar or district judge. 

Explain why you want to cancel the winding up order. 

At the end of the hearing you’ll either: 

 get a decision - you’ll also get a written copy sent to you 

 be asked to come to another hearing if the registrar or judge wants more 

evidence 

If you don’t agree with the decision you may be able to appeal to the Chancery 

Division of the High Court. 

1.2.4.2. Liquidate your limited company 

1.2.4.2.1. Overview 

You can choose to liquidate your limited company (also called ‘winding up’ a 

company). 

http://www.gov.uk/wind-up-a-company-that-owes-you-money
http://www.gov.uk/government/publications/application-notice-insolvency-form-71a


                                                                                                  
 

The company will stop doing business and employing people. The company won’t 

exist once it’s been removed (‘struck off’) from the companies register at 

Companies House. 

When you liquidate a company, its assets are used to pay off its debts. Any 

money left goes to shareholders. You’ll need a validation order to access your 

company bank account. 

If that money hasn’t been shared between the shareholders by the time the 

company is removed from the register, it will go to the state. 

You’ll need to restore your company to claim back money after it’s been 

removed from the register. 

There are 2 kinds of voluntary liquidation: 

 creditors’ voluntary liquidation - you and your shareholders choose to 

liquidate your company because it can’t pay its debts 

 members’ voluntary liquidation - your company can pay its debts but you 

want to close it 

Your company may be forced into compulsory liquidation if it can’t pay its debts. 

1.2.4.2.2. Creditors' voluntary liquidation 

A director can propose a creditors’ voluntary liquidation if: 

 the company can’t pay its debts (it’s ‘insolvent’) 

 enough shareholders agree 

This means the company will stop trading and be liquidated (‘wound up’). 

Get shareholders’ agreement 

You must call a meeting of shareholders and ask them to vote. 

75% (by value of shares) of shareholders must agree to the winding-up to pass 

a ‘winding-up resolution’. 

Once the resolution is made there are 3 steps you must follow. 

1. Appoint an authorised insolvency practitioner as liquidator to take charge 

of liquidating the company 

2. Send the resolution to Companies House within 15 days. 

3. Advertise the resolution in The Gazette. 

Your responsibilities as a director will change. 

Hold a creditors’ meeting 

You must have a meeting with all the creditors within 14 days of the winding-up 

resolution. 

At least one of the following must also be there: 

http://wck2.companieshouse.gov.uk/
http://www.gov.uk/liquidate-your-company/access-to-your-bank-account
http://www.gov.uk/restore-dissolved-company
http://www.gov.uk/liquidate-your-company/creditors-voluntary-liquidation
http://www.gov.uk/liquidate-your-company/members-voluntary-liquidation
http://www.gov.uk/protecting-company-from-compulsory-liquidation
http://www.gov.uk/liquidate-your-company/role-of-the-liquidator
https://www.thegazette.co.uk/
http://www.gov.uk/liquidate-your-company/what-happens-to-directors


                                                                                                  
 

 another director 

 the company secretary 

 the liquidator 

You must tell the creditors about the meeting at least 7 days before it happens 

and advertise it inThe Gazette. 

At the meeting your company’s creditors can: 

 question company directors about the company’s failure 

 suggest an alternative liquidator 

You must present the statement of affairs at the meeting. This gives details of 

the company’s situation and assets. Use: 

 form 4.19 in England, Wales or Northern Ireland 

 form 4.4(Scot) in Scotland 

After the meeting, give the statement to the liquidator who will send it to 

Companies House or to the Accountant in Bankruptcy for companies in Scotland. 

1.2.4.2.3. Members' voluntary liquidation 

You may choose members’ voluntary liquidation if your company is ‘solvent’ (can 

pay its debts) and: 

 you want to retire 

 you want to step down from the family business and nobody else wants to 

run it 

 you don’t want to run the business any more 

There are 6 steps to voluntary liquidation. 

1. Download a ‘Declaration of solvency’ (form 4.70) or, if your company is in 

Scotland, ask theAccountant in Bankruptcy for form 4.25 (Scot). 

2. Fill in the declaration - it must be signed by the majority of directors. 

3. Call a general meeting with shareholders at least 5 weeks later and pass a 

resolution for voluntary winding up. 

4. Advertise the resolution in The Gazette within 14 days. 

5. Appoint an authorised insolvency practitioner as a liquidator who will take 

charge of winding up the company. 

6. Send your signed form to Companies House or the Accountant in 

Bankruptcy (for Scottish companies), within 15 days of passing the 

resolution. 

https://www.thegazette.co.uk/
http://www.gov.uk/government/publications/statement-of-affairs-creditors-voluntary-winding-up-form-419
http://www.aib.gov.uk/services/liquidation
http://www.aib.gov.uk/
http://www.gov.uk/government/publications/members-voluntary-winding-up-declaration-of-solvency-form-470
http://www.aib.gov.uk/services/liquidation
https://www.thegazette.co.uk/
http://www.gov.uk/liquidate-your-company/what-the-liquidator-does
http://www.aib.gov.uk/about/contact-us
http://www.aib.gov.uk/about/contact-us


                                                                                                  
 

Companies House  

Crown Way  

Cardiff CF14 3UZ  

When the liquidator is appointed they take control of the company. 

Your responsibilities as a director will change. 

1.2.4.2.4. What the liquidator does 

The liquidator is an authorised insolvency practitioner who runs the liquidation 

process. 

Find an insolvency practitioner through The Insolvency Service directory. 

As soon as the liquidator is appointed, they’ll take control of the business. 

They will: 

 settle any legal disputes or outstanding contracts 

 sell off the company’s assets and use any money to pay creditors 

 meet deadlines for paperwork and keep authorities informed 

 pay liquidation costs and the final VAT bill 

 bring together people owed money (creditors) and hold meetings where 

necessary 

 decide which creditors should be paid first 

 interview the directors and report on what went wrong in the business 

 get the company removed from the companies register 

In a creditors’ voluntary liquidation, the liquidator acts in the interest of the 

creditors not the directors. 

1.2.4.2.5. What happens to directors 

When a liquidator is appointed, directors: 

 no longer have control of the company or anything it owns 

 can’t act for or on behalf of the company 

If you’re a director you must: 

 give the liquidator any information about the company they ask for 

 hand over the company’s assets, records and paperwork 

 allow the liquidator to interview you, if they ask 

You can be banned from being a director for 2 to 15 years or prosecuted if the 

liquidator decides your conduct was unfit. 

 

 

http://www.gov.uk/liquidate-your-company/what-the-liquidator-does
http://www.gov.uk/liquidate-your-company/what-happens-to-directors
http://www.gov.uk/find-an-insolvency-practitioner
http://www.gov.uk/company-director-disqualification


                                                                                                  
 

Re-using company names 

If you were a director of a company in compulsory or creditors’ 

voluntary liquidation, you’ll be banned for 5 years from forming, managing or 

promoting any business with the same or similar name to your liquidated 

company. 

The only exceptions to this are where: 

 the business is sold by a licensed insolvency practitioner giving the legally 

required notice 

 you get the court’s permission to use the name 

 you’re involved with another company (or other type of business) that’s 

been using the same name as the liquidated company for at least a year 

Read the guidance on re-using company names. 

1.2.4.2.6. Access to your bank account 

Your company’s bank account will be frozen when someone files a petition to 

wind up the company. 

You need a validation order to access it. 

How to apply for a validation order 

Tell the person who filed the winding up petition (the respondent) you’re 

applying for a validation order. You must also tell them what court you’ll apply to 

(usually the Companies Court) and when you’ll apply. 

Fill in Form 7.1A. Write a witness statement. Take the form and the statement to 

the court. 

You need to pay a £155 fee. 

What happens after you apply 

You’ll be given a hearing on the same day or within the next few days. 

At the hearing, you present your case to a registrar or district judge. 

The respondent will present their case if they object to you getting a validation 

order. 

At the end of the hearing you’ll either: 

 get a decision - you’ll also get a written copy sent to you 

 be asked to attend another hearing if the court wants more evidence 

You’ll be given the validation order if your application is successful. You must 

give your bank a copy of this to access your company’s bank account. 

If you don’t agree with the decision you may be able to appeal to the Chancery 

Division of the High Court. 

http://www.gov.uk/protecting-company-from-compulsory-liquidation
http://www.gov.uk/liquidate-your-company/creditors-voluntary-liquidation
http://www.gov.uk/liquidate-your-company/creditors-voluntary-liquidation
http://www.gov.uk/government/publications/insolvency-restrictions-on-re-use-of-a-company-name
http://www.gov.uk/find-court-tribunal
http://www.gov.uk/government/publications/application-notice-insolvency-form-71a
https://www.justice.gov.uk/courts/procedure-rules/civil/rules/insolvency_pd#11.8.5


                                                                                                  
 

 

1.2.4.3. Register as a creditor in a bankruptcy or liquidation 

If a person or company owes you money and the court issues them with a 

bankruptcy or winding-up order, use a ‘Proof of Debt’ form to register as a 

creditor. 

When you register, you’ll be added to the list of creditors (people who are owed 

money). You’re not guaranteed any payment, but you’ll be: 

 kept informed about the case 

 allowed to vote on decisions at any creditors’ meetings 

Creditor claims are different in Scotland - see the Accountant in Bankruptcy 

website. 

How to register 

Fill in: 

 form 6.37 if you’re owed money by an individual 

 form 4.25 if you’re owed money by a company 

Send the form to the person who is handling the case. This is usually an official 

receiver (OR) to begin with. Official receivers are court officials who deal with 

bankruptcies and liquidations. 

The official receiver may hand over the case to an insolvency practitioner (IP) - a 

lawyer or accountant who specialises in debt recovery. In a bankruptcy, the 

official receiver or insolvency practitioner is known as the ‘trustee’. In a 

company liquidation, they’re known as the ‘liquidator’. 

If you don’t have the address of the official receiver or insolvency practitioner, 

find their details on either: 

 the Individual Insolvency Register if it’s an individual bankruptcy 

 the Companies House website if it’s a company liquidation 

Read the guidance on what happens after you’ve registered as creditor. 

 

1.2.4.4. Restore your dissolved company 

You can apply to Companies House to get your company restored (known as 

‘administrative restoration’) if it was struck off the register and dissolved by the 

Registrar of Companies. 

You can apply if: 

 you were a director or shareholder 

 the company was trading until it was struck off 

http://www.aib.gov.uk/Services/Legislation/Duringbankruptcy/creditorevidence
http://www.aib.gov.uk/Services/Legislation/Duringbankruptcy/creditorevidence
http://www.gov.uk/government/publications/proof-of-debt-insolvency-form-637
http://www.gov.uk/government/publications/proof-of-debt-insolvency-form-425
http://www.gov.uk/search-bankruptcy-insolvency-register
http://wck2.companieshouse.gov.uk/
http://www.gov.uk/government/publications/claim-money-back-from-a-bankrupt-person-or-company-in-compulsory-liquidation-guidance-for-creditors


                                                                                                  
 

 you didn’t voluntarily apply to have your company struck off 

Otherwise you have to get a court order to have the company restored. 

Apply 

Send Companies House: 

 a completed application for administrative restoration (form RT01) 

 a cheque for £100, payable to ‘Companies House’ 

 any outstanding documents, eg accounts, annual returns 

 any filing fees or penalty payments 

 if your company had assets, a waiver letter from Bona Vacantia 

Companies House  

Crown Way  

Cardiff  

CF14 3UZ  

Call Companies House if you need advice. 

Companies House  

Telephone: 0303 1234 500 

Monday to Friday, 8:30am to 6pm  

Find out about call charges 

What happens next 

The Registrar of Companies decides whether to restore the company. If they 

refuse, you may be able to: 

 apply for a court order to have it restored 

 get a discretionary grant (if you were a shareholder and need to claim 

some money back) 

 

 

 

 

 

 

 

 

http://www.gov.uk/strike-off-your-company-from-companies-register
http://www.gov.uk/claiming-money-or-property-from-dissolved-company/restore-company-court-order
http://www.gov.uk/government/publications/apply-for-administrative-restoration-to-the-register-rt01
http://www.gov.uk/get-information-about-a-company
http://www.gov.uk/apply-for-a-waiver-letter-wa1
http://www.gov.uk/call-charges
http://www.gov.uk/claiming-money-or-property-from-dissolved-company/restore-company-court-order
http://www.gov.uk/claiming-money-or-property-from-dissolved-company/discretionary-grants-for-shareholders

