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The issue
A solvent company in the UK can be eliminated either by  

way of an MVL or a voluntary striking off. In the case of  

a straightforward MVL, any distribution during the liquidation  

is currently treated as a capital disposal and this can result  

in significant tax savings for the individual shareholders 

particularlywhere Entrepreneurs’ Relief is available. 

Current position
There are complex anti-avoidance rules relating to ‘transactions 

in securities’, which can apply in a number of circumstances 

where transactions result in a tax advantage, including where 

income has effectively been converted into capital for tax 

purposes. If these rules apply, the amount in question will be 

treated as income for tax purposes. HMRC currently accept, 

however, that these rules do not apply in the case of a 

straightforward liquidation involving the winding up of a 

business which ceases or is taken over by another concern 

under substantially different control.

Important changes to MVLs and 
capital distributions are on the horizon

“ The new rules mean that, where an  
MVL is carried out after 5 April 2016,  
a significant tax saving will no longer  
be available if the shareholders start  
to carry on a similar activity within  
two years of the distribution.”

Draft legislation was published by HMRC on 9 December 2015 introducing important changes to the 
current rules that will apply in the case of a members’ voluntary liquidation (‘MVL’) where distributions 
are made on or after 6 April 2016.

Distributions made on  
or after 6 April 2016
The transactions in securities rules are

being widened, so that this anti-avoidance legislation  

will apply in the case of an MVL and the distribution  

will no longer be treated as a capital distribution (with  

the result that a tax saving will no longer be available)  

in the following circumstances:

•	 an individual (S) who is a shareholder in a close 

company (C) (broadly, a company under the control  

of five or fewer participators) receives from C  

a distribution in respect of shares in a winding up;

•	 within a period of two years after the distribution,  

S carries on a similar trade or activity to that carried  

on by C, or is involved with the carrying on of such  

a trade or activity by a connected person;

•	 the circumstances surrounding the winding up had  

the main purpose, or one of the main purposes, of 

obtaining a tax advantage.

However, this will not apply where the only asset 

distributed during the winding up is shares in a company 

which is a subsidiary of the wound-up company. 

April

6



Restructuring & Insolvency PREC ISE .  PROVEN.  PERFORMANCE .

Implications
The new rules mean that, where an MVL is carried out after 5 

April 2016, a significant tax saving will no longer be available if 

the shareholders start to carry on a similar activity within two 

years if the distribution. Although the new rules limit 

circumstances in which an MVL can be used advantageously, in 

some ways the new rules are helpful as it is clear that anti-

avoidance legislation will not be applied in the case of 

straightforward liquidation provided that the shareholders do 

not recommence any similar activities within a two year period. 

Therefore, there is still a planning opportunity after 5 April 2016 

provided that the shareholders do not carry on a similar trade or 

activity within the two year period. 

Action required now 
In the case of an individual who wishes to start up a similar 

trade within a two year period, the MVL needs to be carried out 

prior to 5 April 2016. Therefore, if you have clients where this 

scenario applies and they have been considering undertaking an 

MVL we would recommend they accelerate their plans and 

consult early to ensure they benefit from the existing legislation. 

In cases which are not a straightforward liquidation, however, 

the existing anti-avoidance rules will need to be considered.

We can help
Our specialist and experienced Insolvency Practitioners can 

advise on the liquidation process, help with the formalities of 

placing a company into MVL and act as liquidators. We provide 

a cost effective and efficient solution for shareholders and our 

clients can be confident that we understand and can help them 

manage the risks involved.

Our tax specialists can also provide tax advice regarding the 

proposed changes, Entrepreneurs’ Relief and liquidation tax 

issues, where required.

For more information, please contact a member of  

the Restructuring & Insolvency team via email on:

restructuring@moorestephens.com

Moore Stephens LLP 

150 Aldersgate Street, London EC1A 4AB 

T +44 (0)20 7334 9191

www.moorestephens.co.uk
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