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NAVIGATE BUSINESS RECOVERY

Before It's Too Late:
Director Disqualification

30 Questions You Need Answered Right Now

A practical guide for directors facing an Insolvency Service investigation, a section 16
notice, court proceedings or a proposed disqualification undertaking.

Where there’s a will there's a way. Where there’s Vee there’s ALWAYS a way.
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How to use this playbook

A director disqualification investigation can feel personal, technical and frightening. The first letter may arrive
long after the company stopped trading, when memories have faded and records are no longer easy to find.

The worst response is usually a rushed response. The Insolvency Service is considering whether your
conduct makes you unfit to be involved in company management. What you say, what you omit and the
evidence you provide may affect whether proceedings are issued, whether allegations are narrowed and the
length of any undertaking proposed.

This playbook explains the process in plain English while preserving the legal detail that matters. It is written
principally for directors investigated following the insolvency or dissolution of a company in Great Britain.
Other disqualification routes exist, including criminal convictions, persistent filing defaults, competition law
breaches, live company investigations and sanctions legislation.

Use the questions to identify the stage you have reached, the evidence you need and the decisions that

should not be made without proper advice. Do not assume that an allegation is proved merely because it
appears in an official letter. Equally, do not ignore difficult facts. A credible response should be accurate,
evidenced and strategically focused.

URGENT: If you have received a section 16 notice or court papers, record the response and hearing
deadlines immediately. Preserve all records and obtain advice before signing an undertaking or sending
substantive admissions.

The legal framework in one page

e The principal legislation is the Company Directors Disqualification Act 1986, commonly called the CDDA.

e For the most common insolvent company route under section 6, the court must make a disqualification
order if it is satisfied that the person was a director of a company that became insolvent and that the
person’s conduct makes them unfit to be concerned in company management.

e Under section 16, a person intending to apply for a disqualification order must give at least 10 days’
notice of that intention. In Insolvency Service cases, the notice normally summarises the alleged
misconduct, states the period sought and invites representations.

e A disqualification undertaking is not an informal compromise. Once accepted, it has the same legal effect
as a court order. It usually begins 21 days after acceptance unless the terms provide otherwise.

e For section 6 cases, the statutory period is between 2 and 15 years. The familiar lower, middle and upper
brackets used in practice are guides to seriousness, not separate statutory offences.

e Disqualification is a civil protective regime. It does not itself decide compensation or criminal guilt.
However, the same facts may lead to separate civil recovery, compensation, regulatory or criminal action.

The 30 questions

1. What is director disqualification?

Director disqualification is a legal restriction that prevents a person, for a stated period, from acting as a
company director or taking part directly or indirectly in the promotion, formation or management of a company
without court permission. It can also prevent the person from acting as a receiver of company property or as
an insolvency practitioner. The restriction is concerned with what the person actually does, not merely their
job title.
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2. Who can be investigated or disqualified?

The regime is not limited to formally registered directors. It can apply to de jure directors, people who acted
as directors without valid appointment, shadow directors and, in defined circumstances, people who
instructed an unfit director. Former directors can be investigated. Conduct across more than one company
may also be considered.

3. Why am | being investigated?

Following formal insolvency, the office holder reports on the conduct of directors who held office during the
relevant period. The Insolvency Service decides whether the public interest justifies further investigation.
Investigations can also arise from dissolved companies, complaints, live company investigations, other
regulators or evidence obtained elsewhere. An investigation is not proof of misconduct.

4. What types of conduct can lead to disqualification?

There is no closed list. Common allegations include continuing to trade to the detriment of creditors, failing to
keep adequate accounting records, failing to file accounts or tax returns, not paying tax while other parties
were paid, misuse of company funds, transactions benefiting connected parties, dishonest or misleading
applications for finance, failure to cooperate with an office holder and conduct designed to put assets beyond
creditors. The context, seriousness, duration, loss and the director’s responsibility all matter.

5. What is a section 16 notice?

A section 16 notice is formal notice of an intention to apply for a disqualification order. The Act requires not
less than 10 days’ notice before the application. In practice, the letter normally identifies the allegations, the
proposed disqualification period and a deadline for representations. It is a decisive stage because it shows
that the Insolvency Service has moved beyond preliminary enquiries and is considering proceedings.

6. Does receiving a section 16 notice mean | will be disqualified?

No. It means the Secretary of State is presently minded to seek disqualification. Representations and
evidence may persuade the decision maker not to issue proceedings, to remove or narrow allegations, or to
reconsider the proposed period. If the case is not resolved, the court will decide whether unfitness is proved
and, if so, the appropriate period.

7. What should | do immediately after receiving the notice?

Record the deadline, preserve the envelope and all attachments, create a chronology, identify every
allegation, secure company and personal records, and avoid contacting withesses in a way that could be
misunderstood. Do not send a quick emotional reply. Check whether insurers, professional bodies, lenders or
other contracts require notification. Obtain advice early enough for the evidence to be reviewed properly.

8. How should | respond to the allegations?

A strong response normally deals with each allegation separately. It should identify what is accepted, what is
disputed, what is outside your knowledge and what requires correction. It should explain the commercial and
financial context, your actual role, the information available at the time, advice received, steps taken to protect
creditors and supporting documents. Avoid vague denials. The response should be factual, proportionate and
consistent with the underlying records.

9. What should | avoid saying or doing?

Avoid inaccurate statements, speculation presented as fact, unnecessary admissions, blaming others without
evidence and destroying or altering records. Do not assume that calling yourself a consultant or employee
avoids the restrictions. Do not sign an undertaking simply to make the correspondence stop. An undertaking
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has the same effect as an order and may affect current companies, employment, professional status and
future plans.

10. What evidence is likely to matter?

Relevant evidence may include board minutes, management accounts, cash flow forecasts, bank statements,
tax correspondence, loan applications, accounting records, emails with advisers, creditor communications,
evidence of funding efforts, redundancy or cost saving measures, contracts, evidence of your responsibilities
and documents showing when you became aware of financial problems. The best evidence is usually
evidence created at the time, but later withess evidence and a properly supported chronology can also be
important.

11. Does advice from an accountant or solicitor protect me?

Taking competent professional advice can be important evidence, but it is not an automatic defence. The
court may consider what advice was sought, what information the adviser was given, whether the advice was
followed and whether reliance was reasonable. A director cannot simply delegate all responsibility. Equally,
genuine reliance on specialist advice may provide important context and can undermine an allegation of
deliberate or reckless conduct.

12. What is a disqualification undertaking?

It is a formal undertaking offered by the director and accepted on behalf of the Secretary of State. It avoids
the need for the court to determine the disqualification application, but it has the same effect as a
disqualification order. The undertaking will identify the period and usually contains a schedule or statement of
the conduct accepted for disqualification purposes. It can only be varied through the court.

13. When does an undertaking or order take effect?

Current Insolvency Service guidance states that a disqualification order usually takes effect 21 days after it is
made, and an undertaking usually begins 21 days after it is accepted by an authorised person. The actual
order or undertaking must be checked. During the interval, urgent planning may be required for resignations,
banking authorities, management responsibilities and any section 17 permission application.

14. Should | defend the case or offer an undertaking?

There is no universal answer. Relevant factors include the strength of the evidence, the seriousness and
number of allegations, the proposed period, litigation costs, adverse costs risk, the effect on your livelihood,
the prospects of narrowing the case and whether permission to manage a named company will be needed.
An undertaking may bring certainty and can sometimes reflect credit for avoiding proceedings, but it should
never be treated as a harmless administrative shortcut.

15. Can the proposed period be reduced?

Yes, in an appropriate case. Representations may lead to allegations being withdrawn or reframed, which can
affect the period. The Insolvency Service may also recognise the public protection and cost saving achieved
by an early undertaking. Any negotiation must be grounded in the evidence and the seriousness of the
admitted conduct. The court retains responsibility for the period where proceedings are contested.

16. How long can disqualification last?

For unfitness under section 6, the minimum period is 2 years and the maximum is 15 years. Courts commonly
use three broad seriousness brackets: 2 to 5 years, 6 to 10 years and 11 to 15 years. Those brackets are
judicial guidance, not a rigid tariff. Other statutory routes may have different maxima or rules.
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17. Will | have to go to court?

Not if the matter is closed without proceedings or resolved by an accepted undertaking. If proceedings are

issued and not settled, the court will decide the case. The director must comply with procedural deadlines,

serve evidence and prepare for hearings. A failure to engage can result in an order being made without the
director effectively presenting their case and can increase costs exposure.

18. How long can the process take?

The timescale varies considerably. Investigations and representations may take months. Contested
proceedings can take much longer, particularly where evidence is extensive, several directors are involved or
amendments and interim applications arise. The statutory deadline for most section 6 applications is
generally 3 years from the relevant insolvency date or dissolution, subject to the court’s limited power to
extend time.

19. What happens if | ignore the letter or miss the deadline?

Silence removes your opportunity to correct errors and provide context before proceedings. The Insolvency
Service may issue the application, and the court timetable will then apply. Missing a deadline does not
necessarily make every allegation true, but it can cause serious procedural and costs consequences. If a
deadline has already been missed, act immediately and explain the position rather than continuing to delay.

20. What does disqualification stop me from doing?

Without court permission, you must not act as a director or take part directly or indirectly in promoting, forming
or managing a company or limited liability partnership. You must not be a receiver of company property or act
as an insolvency practitioner. The prohibition can cover executive decisions, dealing with bank accounts,

hiring or dismissing staff, negotiating with suppliers and presenting yourself as having management authority.

21. Can | still work for a company or own shares?

Disqualification does not automatically prevent employment or share ownership. However, your duties must
not amount to direct or indirect management. A job title is not decisive. A shareholder who gives instructions
that the board habitually follows may create shadow director or breach risks. Written role boundaries,
governance safeguards and legal advice may be essential.

22. Can | trade as a sole trader or in an ordinary partnership?

The CDDA restriction does not generally prevent a person carrying on business as a sole trader or in an
ordinary partnership. It does restrict involvement in the formation or management of companies and limited
liability partnerships. Other restrictions, professional rules, bankruptcy restrictions, contractual obligations and
the prohibited company name rules may still apply.

23. Can | apply for permission to remain involved in a company?

Yes. Section 17 allows an application to the court for permission to act in relation to a named company.
Permission is not automatic. The applicant must show a reasonable need and satisfy the court that the public
will be adequately protected. The court may impose conditions concerning governance, financial controls,
board composition, reporting, tax compliance or the scope of the applicant’s role.

24. Will the disqualification be public?

Yes. Orders and undertakings are recorded on the public register maintained by Companies House. Recent
Insolvency Service outcomes may also publish the company, period and conduct. Publicity can affect
reputation, banking, insurance, tenders, professional memberships and commercial relationships. The
register may also show court permission to act for specified companies.
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25. What happens if | breach an order or undertaking?

Breach is a criminal offence. A person may face a fine, imprisonment for up to 2 years and a further period of
disqualification. They may also become personally liable for company debts incurred while acting in breach. A
person who knowingly acts on the instructions of a disqualified individual may also face criminal,
disqualification and personal liability consequences.

26. Can disqualification lead to personal financial liability?

Disqualification itself does not transfer all company debts to the director. Separate claims may nevertheless
arise, including misfeasance, breach of duty, transactions at an undervalue, preferences, wrongful trading,
fraudulent trading, overdrawn director loan accounts and personal guarantees. A compensation order or
undertaking may also be pursued where the conduct resulting in disqualification caused quantifiable loss to
creditors and the statutory conditions are met.

27. Can my home or personal assets be affected?

Not merely because a disqualification order or undertaking is made. Personal assets may be exposed if a
separate liability is established, a personal guarantee is enforced, a compensation order is made, or
bankruptcy follows. Where jointly owned property is involved, the nature and value of the director’s beneficial
interest will matter. Disqualification and asset recovery must therefore be analysed as related but legally
distinct issues.

28. Can the case affect my profession or other appointments?

Yes. Other legislation and professional rules may restrict disqualified people from roles such as charity
trustee, school governor, pension trustee or positions in regulated professions and public bodies. Solicitors,
barristers, accountants, financial services professionals and others may have reporting obligations. The
consequences should be checked before an undertaking is accepted, not after it takes effect.

29. What are the most common mistakes directors make?

Common mistakes include replying too quickly, failing to preserve records, relying on memory alone, treating
all directors as equally responsible, making broad admissions, ignoring the difference between company and
personal liability, signing an undertaking without planning for existing businesses, failing to consider section
17 permission and overlooking parallel claims or professional reporting obligations.

30. What should | do right now?

Pause, preserve the evidence and identify the exact procedural stage. Build a dated chronology, collect the
key records, list every current company role and personal exposure, and obtain advice before the response
deadline. The objective is not to write the longest letter. It is to provide a reliable, legally focused and
evidenced account that addresses the allegations and protects your wider position.

Your immediate action playbook

Step 1: Identify the stage
Is this an initial enquiry, a request from an office holder, a section 16 notice, issued court proceedings, an
undertaking proposal or a breach concern? Different deadlines and risks apply.

Step 2: Freeze the evidence
Preserve emails, devices, accounting systems, cloud storage, messages, bank records, board papers and
adviser correspondence. Do not amend or recreate original documents.
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Step 3: Build the chronology

Record incorporation, your appointment and resignation, key trading events, financial deterioration, advice
received, funding attempts, creditor decisions, insolvency dates and the investigation history.

Step 4: Map each allegation
For every allegation, identify the legal point, the factual assertion, the evidence relied upon, what is accepted,
what is disputed and what evidence answers it.

Step 5: Assess the wider exposure
Check personal guarantees, director loan accounts, dividends, asset transfers, HMRC liabilities, insurance,
professional regulation, existing directorships and potential compensation or office holder claims.

Step 6: Decide the objective
Possible objectives include closure without proceedings, withdrawal of allegations, a lower period, an
undertaking on limited facts, defending proceedings or obtaining section 17 permission.

Step 7: Submit a controlled response
Use accurate language, exhibit the important evidence, avoid unnecessary admissions and make sure the
response is consistent with accounts, interviews and documents already supplied.

Documents to collect

e Every Insolvency Service letter, questionnaire, notice and attachment

e Liquidator, administrator or Official Receiver correspondence and interview notes

e Full accounts, management accounts, forecasts and cash flow information

e Company and relevant personal bank statements

e Accounting ledgers, tax returns and HMRC correspondence

e Board minutes, resolutions and written decisions

¢ Emails and messages with fellow directors, accountants, solicitors, lenders and key creditors
e Loan applications, including Bounce Back Loan or other government backed finance documentation
e Evidence of funding, restructuring, cost reduction or rescue efforts

e Documents concerning dividends, director loan accounts and connected party transactions

e Personal guarantees, security documents and settlement agreements

e Evidence defining each director’s actual responsibilities and periods of involvement

¢ Professional advice and the information supplied to the adviser

e Current directorships, employment, professional memberships and regulated roles

Five points directors often misunderstand

An investigation is not a finding of guilt. The Insolvency Service must decide whether the public interest
justifies proceedings, and the court determines contested cases.

An undertaking is legally serious. It has the same effect as an order and should be assessed against its
impact on every present and planned business role.

Disqualification is broader than being named as a director. Indirect management, executive decision making
and controlling others can breach the restriction.

Disqualification does not resolve every financial issue. Compensation, office holder claims, guarantees, tax,
criminal investigations and regulatory action may continue separately.

Early does not mean rushed. The best early response is one prepared promptly after the evidence and wider
consequences have been properly assessed.
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Speak to Vee

If you have received an Insolvency Service letter, a section 16 notice or court papers, early independent
guidance can help you understand the allegations, organise the evidence and decide whether to make
representations, negotiate an undertaking, defend proceedings or consider a section 17 permission
application.

Vee Bharkhada has more than 36 years of experience in insolvency and business recovery and assists
directors facing liquidation, bankruptcy, personal claims and director disqualification investigations.

Book a meeting with Vee: https://www.navigatebr.com/book-a-meeting-with-vee/
Telephone: 0330 236 9938

Legal sources and status

e Company Directors Disqualification Act 1986, including sections 1, 1A, 6, 7, 8, 13, 15A, 16 and 17.

e Insolvency Service, Company Directors Disqualification Act 1986 and failed companies, updated
government guidance.

¢ Insolvency Service, Effect of a disqualification order or undertaking.

e Insolvency Service, Director disqualification: a guide to compensation orders.

e Civil Procedure Rules, Practice Direction: Directors Disqualification Proceedings.

e Companies House and GOV.UK public register guidance.

Law and official guidance checked as at July 2026. Legislation and guidance can change. The current legal
position must be checked when advice is required.

Disclaimer

This playbook is provided for general educational information only. It is not legal advice and does not assess
the merits of any individual investigation, allegation, undertaking or court proceeding.

Director disqualification is fact sensitive. The applicable law, procedure and consequences depend on the
statutory route, the jurisdiction, the company’s status, the dates, the director’s role, the allegations and the
evidence.

Navigate Business Recovery Limited is not a firm of solicitors and does not conduct reserved legal activities.
Where legal advice, court representation, litigation conduct or advice on an undertaking is required, an
appropriately qualified and authorised solicitor or barrister should be instructed.

Vee Bharkhada acts as an insolvency mediator and non legal adviser. Mediation or strategic guidance does
not replace independent legal advice.

This playbook principally addresses director disqualification under the Company Directors Disqualification Act
1986 in Great Britain. Northern Ireland has a separate statutory regime. It does not provide a complete
account of competition disqualification, sanctions based disqualification, criminal proceedings, charity or
professional regulation, or every restriction arising under other legislation.

No person should act, refrain from acting, sign an undertaking, admit allegations or allow a deadline to expire
solely in reliance on this document. Navigate Business Recovery Limited accepts no responsibility for loss
arising from reliance on it.
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