A members’ guide to liquidators’ fees - England and Wales
1

Introduc9on
When a company goes into liquida5on the costs of the proceedings are paid out of its assets. The members
(i.e. shareholders) therefore have a direct interest in the level of costs, and in par5cular the remunera5on of
the insolvency prac55oner appointed to act as liquidator. The insolvency legisla5on recognises this interest by
providing mechanisms for members to ﬁx the basis of the liquidator’s fees. This guide is intended to help
members be aware of their rights to approve and monitor fees and explains the basis on which fees are ﬁxed.

2

Liquida9on procedure
Liquida5on (or ‘winding up’) is the most common type of corporate insolvency procedure. Liquida5on is the
formal winding up of a company’s aﬀairs entailing the realisa5on of its assets and the distribu5on of the
proceeds in a prescribed order of priority. Where a declara5on of solvency has been sworn by all or a majority
of the directors of a company (as would usually be the case where they believe that the company has surplus
assets to be distributed to members) a liquida5on ins5tuted by resolu5on of the shareholders is called a
members’ voluntary liquida5on (oHen abbreviated to ‘MVL’).

3

Fixing the liquidator’s fees
The basis for ﬁxing the liquidator’s remunera5on in an MVL is set out in the Insolvency (England & Wales) Rules
2016 (“the Rules”). The Rules state that the remunera5on shall be ﬁxed either:
• as a percentage of the value of the assets which are realised or distributed or both, or
• by reference to the 5me properly given by the liquidator and his staﬀ in aUending to maUers arising in the
winding up; or
• as a set amount.
Any combina5on of these bases may be used to ﬁx the remunera5on and diﬀerent bases may be used for
diﬀerent things done by the liquidator. Where the remunera5on is ﬁxed as a percentage, diﬀerent percentages
may be used for diﬀerent things done by the liquidator.

4.

Who ﬁxes the remunera9on?
It is for the members of the company to determine on which of these bases the remunera5on is to be ﬁxed,
and if it is to be ﬁxed as a percentage, to ﬁx the percentage to be applied. The Rules state that in arriving at
their decision the members shall have regard to the following maUers:
• the complexity (or otherwise) of the case;
• any respects in which, in connec5on with the company’s aﬀairs, there falls on the liquidator any
responsibility of an excep5onal kind or degree;
• the eﬀec5veness with which the liquidator appears to be carrying out, or to have carried out, his du5es;
•

the value and nature of the assets with which the liquidator has to deal.

A resolu5on specifying the terms on which the liquidator is to be remunerated may be taken at the mee5ng
which appoints the liquidator. If the remunera5on is not ﬁxed in any of these ways, it will be in accordance with
the scale laid down for oﬃcial receivers.
5.

Review of remunera9on
Where there has been a material and substan5al change in circumstances since the basis of the liquidator’s
remunera5on was ﬁxed, the liquidator may request that it be changed. The request must be made to the same
body as ini5ally approved the remunera5on, and the same rules apply as to the original approval.
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6.

What informa9on should be provided by the liquidator?

6.1

General principles
The liquidator should provide those responsible for approving his remunera5on with suﬃcient informa5on to
enable them to make an informed judgement about the reasonableness of the liquidator’s request. The
informa5on should be presented in a manner which is transparent, consistent throughout the life of the case
and useful to member, while being propor5onate to the circumstances of the case.
The liquidator should disclose:
• payments, remunera5on and expenses arising from the administra5on paid to the liquidator or his or her
associates;
• any business or personal rela5onships with par5es responsible for approving the liquidator’s remunera5on
or who provide services to the liquidator in respect of the insolvency appointment where the rela5onship
could give rise to a conﬂict of interest.
The liquidator should inform members of their rights under insolvency legisla5on, and should advise them how
they may access suitable informa5on se`ng out their rights within the ﬁrst communica5on with them and in
each subsequent report.
Where the liquidator sub-contracts out work that could otherwise be carried out by the liquidator or his or her
staﬀ, this should be drawn to the aUen5on of members with an explana5on of why it is being done.

6.2

Key issues
The key issues of concern to those with a ﬁnancial interest in the level of payments from the insolvency estate
will commonly be:
•

the work the liquidator an5cipates will be done, and why that work is necessary;

•

the an5cipated cost of that work, including any expenses expected to be incurred in connec5on with it;

•

whether it is an5cipated that the work will provide a ﬁnancial beneﬁt, and if so what beneﬁt (or if the work
provided no direct ﬁnancial beneﬁt, but was required by statute);

•

the work actually done and why that work was necessary;

•

the actual costs of the work, including any expenses incurred in connec5on with it, as against any es5mate
provided;

•

whether the work has provided a ﬁnancial beneﬁt, and if so what beneﬁt (or if the work provided no direct
ﬁnancial beneﬁt, but was required by statute).

When providing informa5on about payments, fees and expenses, the liquidator should do so in a way which
facilitates clarity of understanding of these key issues. Narra5ve explana5ons should be provided to support
any numerical informa5on supplied. Where it is prac5cal to do so, the liquidator should provide an indica5on
of the likely return to creditors when seeking approval for the basis of his remunera5on.
When approval for a ﬁxed amount or a percentage basis is sought, the liquidator should explain why the basis
requested is expected to produce a fair and reasonable reﬂec5on of the work that the liquidator an5cipates
will be undertaken.
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6.3

Disbursements
Costs met by and reimbursed to the liquidator in connec5on with the liquida5on will fall into two categories:
• Category 1 disbursements: These are payments to independent third par5es where there is speciﬁc
expenditure directly referable to the liquida5on. Category 1 disbursements can be drawn without prior
approval, although the liquidator should be prepared to disclose informa5on about them in the same way
as any other expenses.
• Category 2 disbursements: These are costs that are directly referable to the liquida5on but not to a
payment to an independent third party. They may include shared or allocated costs that may be incurred
by the liquidator or their ﬁrm, and that can be allocated to the liquida5on on a proper and reasonable
basis.
When seeking approval, the liquidator should explain, for each category of cost, the basis on which the charge
is being made. If the liquidator has obtained approval for the basis of Category 2 disbursements, that basis may
con5nue to be used in a sequen5al appointment where further approval of the basis of remunera5on is not
required, or where the liquidator is replaced.
The following are not permissible as disbursements:
• a charge calculated as a percentage of remunera5on;
• an administra5on fee or charge addi5onal to the liquidator’s remunera5on;
• recovery of basic overhead costs such as oﬃce and equipment rental, deprecia5on and ﬁnance charges.
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6.4

Progress reports and requests for further informa9on
The liquidator is required to send annual progress reports to members. The reports must include:
•

the basis ﬁxed for the remunera5on of the liquidator (or if not ﬁxed at the date of the report, the steps
taken during the period of the report to ﬁx it);

•

if the basis has been ﬁxed, a statement of the remunera5on charged during the period of the report,
irrespec5ve of whether it was actually paid during that period (except where it is ﬁxed as a set amount, in
which case it may be shown as that amount without any appor5onment for the period of the report);

•

if the report is the ﬁrst to be made aHer the basis has been ﬁxed, the remunera5on charged during the
periods covered by the previous reports, together with a descrip5on of the things done by the liquidator
during those periods, irrespec5ve of whether payment was actually made during the period of the report;

•

a statement of the expenses incurred by the liquidator during the period of the report, irrespec5ve of
whether payment was actually made during that period;

•

a statement of the members’ rights to request further informa5on and their right to challenge the
liquidator’s remunera5on and expenses.

Within 21 days of receipt of a progress report, a member may request the liquidator to provide further
informa5on about the remunera5on and expenses set out in the report. A request must be in wri5ng and may
be made by members with at least 5% of the total vo5ng rights of all the members having the right to vote at
general mee5ngs of the Company or by any member with the permission of the court.
The liquidator must provide the requested informa5on within 14 days, unless he considers that:
•

the 5me or cost of prepara5on of the informa5on would be excessive, or

•

disclosure would be prejudicial to the conduct of the liquida5on or might reasonably be expected to lead
to violence against any person, or

•

the liquidator is subject to an obliga5on of conﬁden5ality in rela5on to the informa5on requested,

in which case he must give the reasons for not providing the informa5on.
Any member may apply to the court within 21 days of the liquidator’s refusal to provide the requested
informa5on, or the expiry of the 14 days 5me limit for the provision of the informa5on.
Provision of informa9on – addi9onal requirements
7.

The liquidator must provide certain informa5on about the 5me spent on the case, free of charge, upon request
by any creditor, director or shareholder of the company.
The informa5on which must be provided is –
•

the total number of hours spent on the case by the liquidator or staﬀ assigned to the case;

•

for each grade of staﬀ, the average hourly rate at which they are charged out;

•

the number of hours spent by each grade of staﬀ in the relevant period.

The period for which the informa5on must be provided is the period from appointment to the end of the most
recent period of six months reckoned from the date of the liquidator’s appointment, or where he has vacated
oﬃce, the date that he vacated oﬃce.
The informa5on must be provided within 28 days of receipt of the request by the liquidator, and requests must
be made within two years from vaca5on of oﬃce.
What if a member is dissa9sﬁed?
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9.

Other maMers rela9ng to fees
Where the liquidator realises assets on behalf of a secured creditor he is en5tled to be remunerated out of the
proceeds of sale in accordance with the scale laid down for the oﬃcial receivers. Usually, however, the
liquidator will agree the basis of his fee for dealing with charged assets with the secured creditor concerned.
Where two (or more) joint liquidators are appointed it is for them to agree between themselves how the
remunera5on payable should be appor5oned. Any dispute between them may be referred to the court, or a
mee5ng of members.
If a new liquidator is appointed in place of another, any determina5on, resolu5on or court order which was in
eﬀect immediately before the replacement con5nues to have eﬀect in rela5on to the remunera5on of the new
liquidator un5l a further determina5on, resolu5on or court order is made.
Where the basis of the remunera5on is a set amount, and the liquidator ceases to act before the 5me has
elapsed or the work has been completed for which the amount was set, applica5on may be made for a
determina5on of the amount that should be paid to the outgoing liquidator. The applica5on must be made to
the same body as approved the remunera5on. Where the outgoing liquidator and the incoming liquidator are
from the same ﬁrm, they will usually agree the appor5onment between them.
There may also be occasions when members will agree to make funds available themselves to pay for the
liquidator to carry out tasks which cannot be paid for out of the assets. Any arrangements of this nature will be
a maUer for agreement between the liquidator and the members concerned and will not be subject to the
statutory rules rela5ng to remunera5on.
Whilst every care has been taken in its prepara5on, this statement is intended for general guidance only.
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