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ASSIGNMENT OF CLAIMS TO THIRD PARTIES IS UNAFFECTED BY 
DISSOLUTION 

 
When the current UK Government support for 
businesses affected by COVID 19 is eventually 
withdrawn, the consensus amongst insolvency 
practitioners is that there is likely to be a deluge 
of corporate insolvencies. Consequently, there 
has been renewed interest in the assignment of 
existing prospective claims by office-holders to 
third parties.  
 
A concise judgment made by Mr Justice 
Snowden in the High Court on 2 November 
2020, provides guidance that even when a 
company has been dissolved, previously 
acquired third party rights of assignment will 
remain.  
 
Cage Consultants Limited v Iqbal & Anor [2020] 
EWHC 2917 (Ch), was an appeal against a 
decision to dismiss an application by the former 
directors of Totalbrand Limited (“the Company”), 
which entered CVL on 28 July 2016 and was 
dissolved on 24 September 2019. During that 
period, the liquidator assigned various rights to 
Cage Consultants Limited.  
 
The applicants submitted that assigned rights of 
action cannot require the proceeds of such 
action to be only received by the assignee. The 
wording of section 246ZD IA 1986 (power to 
assign certain causes of action) (“the Section”), 
meant that even after assignment any relevant 
order had to provide for a payment of the assets 
to the insolvent company. On that basis a 
company which had assigned certain rights of 
action should be restored before the assignee 
pursued any claims. 
  
In his judgment, Mr Justice Snowden referred to 
“the legislative policy” behind the power to 
assign claims and quoted from the Economic 
Impact Assessment drafted by the Insolvency 
Service in 2014 as follows:  
 

    

“The proceeds from any assignment…would 
become assets for the distribution in the 
insolvency so unsecured creditors should 
thereby benefit. We anticipate that a market in 
these actions would develop and increase the 
prospect of actions being taken against directors 
more frequently where there has been 
misconduct”. 
 
Snowden J considered the submissions of the 
applicants and stated that they had “no prospect 
of success on appeal” for the following five 
reasons:  
 
1. The Section makes clear that it permits the 
assignment of the right of action including the 
proceeds of an action.  
 
2. The creditors would benefit from the proceeds 
of assignment increasing the assets of an 
insolvent company. 
 
3. The Section requires a non-literal 
interpretation by “notionally adding words to the 
effect that the right to apply to the court is given 
to the office holder or his assignee”.  
 
4. If the applicants’ submissions were accepted 
this would “frustrate the clear legislative 
purpose” of the Section.  
 
5. The Company “would have to be kept 
artificially alive”, delaying bringing the insolvency 
to a conclusion and adding to costs.  
 
Editor’s Note 
 
The fact that the Court rejected, so 
comprehensively, the arguments made on behalf 
of the applicants, provides further certainty for 
office-holders and assignees within the 
burgeoning market for assigned rights of claim. 
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