Resolution for Insolvency


…………………………………… Limited

For the year ended 31 March 2014

1. Shareholders Resolution for Insolvency

Dated this: ........ day of ..................... 2014.

2. Background

At 31 March 2014, based on the draft financial statements, the company appears to be insolvent meaning that the liabilities of the company exceed its assets.

If the company did trade while insolvent, both the company and the directors would be in breach of the Companies Act 1993. If the company were to go into liquidation without paying its creditors in full, the directors could be held personally liable for all or part of that shortfall to the unpaid creditors and could be prosecuted.

It is important to note the following provisions of the Companies Act 1993:

	Under section 135 of the Act, a director must not allow the business of the company to be carried on in a manner likely to create a substantial risk of serious loss to the company's creditors; 


	Section 136 of the Act provides that a director must not agree to the company incurring an obligation unless the director believes that at that time, on reasonable grounds, the company will be able to perform their obligations. 


	In addition, the company cannot (while it remains insolvent), issue a "solvency certificate" which is a necessary pre-requisite to a number of matters such as paying a dividend, reducing its capital, and (in some circumstances) paying salaries or drawings to working shareholders.


It is a requirement to note that the company can continue trading only with the support of its shareholders as stated in this resolution.

3. Moved that:

We will continue to provide financial support to the company during the ordinary course of business for the period of fifteen months from the date of this resolution.

Signed

By all the Shareholders of the company:

.............................................

[Shareholder]

.............................................

[Shareholder]

.............................................

[Shareholder]











