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Introduction
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Pre-pack administration is a specialist form of company rescue used when a business is 
facing financial distress but still has underlying value. It involves arranging the sale of a 
company’s assets or business before formally entering administration, with the sale 
completed immediately upon the appointment of an administrator.



This process is designed to protect viable parts of a business, preserve goodwill and 
brand value, and enable a smooth transition to new ownership. Used correctly, it can 
provide a better return to creditors than liquidation, while also helping to safeguard jobs 
and minimise disruption to customers and suppliers.
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Will I lose my business completely?

Not necessarily. One of the key advantages of pre-pack administration is that it can 
allow directors, shareholders or third parties to buy back the viable parts of the business 
through a newly formed company, often called a “newco.” This enables the business to 
continue trading under a new structure, helping to retain its brand, customers and 
employees. To ensure fairness, the transaction must meet strict regulatory standards, 
including an independent valuation, proper marketing, and full disclosure to creditors 
under mandatory Statement of Insolvency Practice 16 guidelines.



What happens to employees?

In most cases, employees are protected under the Transfer of Undertakings (Protection 
of Employment) regulations, known as TUPE. This means they usually transfer to the 
new company on the same terms and conditions, keeping their contracts, length of 
service and benefits intact. If not, redundancies may be required, and affected 
employees may need to claim unpaid wages as unsecured creditors.



How long does a pre-pack take?

A pre-pack is one of the fastest insolvency procedures available. Because the business is 
valued, marketed and negotiated before the formal appointment of the administrator, 
the sale is usually completed on the same day the company enters administration. This 
ensures minimal interruption to trading and helps preserve relationships with customers, 
suppliers and staff.



Will the administrator investigate the directors?

Yes. The administrator has a legal duty to report on the conduct of directors in the 
period leading up to insolvency. This is standard procedure in all administrations and is 
reported to the Insolvency Service. If misconduct or wrongful trading is suspected, 
further investigation may follow. Directors are advised to act with full transparency and 
seek and follow professional advice.



How much does a pre-pack cost?

Costs vary depending on the size and complexity of the business, but typically start from 
around £20,000. These fees are split between pre-appointment tasks (such as business 
assessment, valuation and marketing) and post-appointment duties carried out by the 
administrator. In most cases, fees are paid from the proceeds of the business sale.

Common Questions About Pre-Pack 
Administration

▪ Can involve significant professional costs - Starting from £20,000 and rising 
depending on the complexity and size of the business. Costs are typically covered from 
the proceeds of the sale, not from directors personally.
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