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Debt Recovery: 
A Guide Under the Laws 
of England & Wales

This guide aims to provide a comprehensive 
overview of the legal framework and  

practical steps involved in recovering debts  
under the laws of England and Wales.
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Debt recovery can be a complex and 
daunting process. This guide aims to 
provide a comprehensive overview of 
the legal framework and practical steps 
involved in recovering debts under the 
laws of England and Wales. Whether 
you are an individual or a business, 
understanding your rights and the 
appropriate procedures can significantly 
enhance your chances of successful  
debt recovery.

Introduction

DISCLAIMER: The information contained in this eBook is for general informational purposes only. While every effort has been made to 
ensure the accuracy and completeness of the content, the author and publisher assume no responsibility for errors or omissions, or for 
any consequences resulting from the use of the information provided. This eBook does not constitute legal advice and should not be 
relied upon as such. Readers are advised to consult with a qualified legal professional for specific legal advice tailored to their individual 
circumstances. The author and publisher disclaim any liability for any loss or damage incurred by individuals relying on the information in 
this eBook. Use of this eBook is subject to the terms and conditions outlined herein.
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WHAT IS DEBT 
RECOVERY?

LEGAL FRAMEWORK:

Understanding 
Debt Recovery

• Consumer Credit Act 1974: 
Regulates consumer credit and 
consumer hire agreements, 
providing protection for consumers 
and setting out the rights and 
obligations of both creditors and 
debtors.

• Late Payment of Commercial 
Debts (Interest) Act 1998: Provides 
businesses with the right to claim 
interest and compensation on late 
payments, incentivising timely 
payments.

• Insolvency Act 1986: Governs 
insolvency proceedings, detailing 
the processes for both individual 
and corporate insolvency, including 
voluntary arrangements and 
bankruptcies.

Debt recovery refers to the 
process of pursuing the repayment 
of money owed by individuals 
or businesses. This can involve 
informal negotiations, legal 
proceedings, or engaging 
professional debt collection 
agencies.

In England and Wales, debt recovery 
is governed by several pieces of 
legislation, including the Consumer 
Credit Act 1974, the Late Payment 
of Commercial Debts (Interest) Act 
1998, and the Insolvency Act 1986. 
Understanding these laws is crucial 
for navigating the debt recovery 
process.
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Initial Steps in 
Debt Recovery
ASSESSING THE DEBT:

• Verification of Amount Owed: Cross-check the owed amount against your 
records, invoices, and contracts.

• Contractual Agreements: Review the terms and conditions outlined in any 
contracts, ensuring all parties have met their obligations.

• Limitation Period: Ensure the debt is not time-barred. Typically, you have 
six years from the date the debt became due to initiate legal action. This 
six-year period begins from the date the debt became due, which is often 
the date when the payment was missed, or the final installment was due. 
Once this period has elapsed, the creditor loses the legal right to take the 
debtor to court for the recovery of the debt. Therefore, it is essential to act 
promptly and be aware of this timeline to avoid losing the ability to enforce 
the debt through legal means.

Before taking action, it is important to assess the debt. This includes verifying 
the amount owed, reviewing any contractual agreements, and ensuring the 
debt is not time-barred by the Limitation Act 1980.
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COMMUNICATION 
WITH THE DEBTOR?

ISSUING A FORMAL DEMAND:

The first step in debt recovery is 
often direct communication with 
the debtor. This can be through 
letters, emails, or phone calls. 
It is advisable to keep a record 
of all correspondence. Effective 
communication can sometimes 
resolve the issue without the need 
for further action.

If informal communication fails, a formal 
demand letter (also known as a ‘letter 
before action’) should be issued. This 
letter should outline the amount owed, 
the due date, and the consequences of 
non-payment, including potential legal 
action. A well-drafted demand letter can 
serve as a final reminder and a prompt 
for the debtor to settle the debt to avoid 
legal consequences.



Legal Action
CHOOSING THE APPROPRIATE COURT:

ISSUING A CLAIM:

DEFENDING A CLAIM:

For debts under £10,000, claims are typically handled by the County Court 
through the small claims track. For debts exceeding £10,000, the case may be 
heard in the High Court. The High Court is equipped to handle more complex 
and higher-value cases, providing a more thorough examination of the issues 
involved.

To initiate legal proceedings, a Claim 
Form (Form N1) must be filed with the 
court. The debtor will then receive a 
copy of the claim and has 14 days to 
respond. Failure to respond can result 
in a default judgment in favour of the 
creditor.

If the debtor disputes the claim, they 
must file a defence. This can lead to 
a court hearing where both parties 
present their evidence. The court will 
then decide based on the evidence and 
arguments presented.
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• Filing the Claim: Complete 
Form N1 accurately, detailing the 
amount owed and the basis of 
the claim.

• Response Period: The debtor 
has 14 days to respond, either 
accepting, disputing, or partially 
accepting the claim.
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OBTAINING A JUDGMENT:

ENFORCEMENT OPTIONS:

If the court rules in favour of the creditor, a judgment will be issued. The debtor 
is legally obligated to pay the amount specified in the judgment.

If the debtor fails to comply with the judgment, several enforcement options 
are available:

Each enforcement option 
has its procedures and 
suitability depending on the 
debtor’s financial situation.

Enforcement of 
Judgments

• Warrant of Execution: Allows bailiffs to seize the debtor’s goods to 
be sold at auction.

• Charging Order: Places a charge on the debtor’s property, which can be 
enforced if the property is sold.

• Attachment of Earnings Order: Directs the debtor’s employer to deduct 
payments from their salary.

• Third-Party Debt Order: 
Freezes money in the debtor’s 
bank account to be used 
for repayment.
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Alternative 
Dispute Resolution

MEDIATION: ARBITRATION:

Mediation is a voluntary process 
where an independent mediator 
helps both parties reach a mutually 
acceptable solution. It can be 
a cost-effective and quicker 
alternative to court proceedings.

Arbitration involves an arbitrator 
making a binding decision on 
the dispute. It is often used in 
commercial disputes and can be 
faster and more confidential than 
litigation.
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Engaging 
Professional Services

DEBT COLLECTION AGENCIES:

SOLICITORS:

Debt collection agencies can be engaged to recover debts on behalf of the 
creditor. They typically charge a fee or a percentage of the recovered amount. 
Agencies have specialised knowledge and techniques to encourage debt 
repayment.

For complex cases, engaging 
a solicitor specialising in debt 
recovery can provide expert 
legal advice and representation. 
Solicitors can handle legal 
documentation, court 
representation, and negotiation 
with the debtor.

Sometimes, a letter before 
action sent by a solicitor carries 
more weight than one sent 
by the claimant themselves, 
demonstrating a serious intention 
to pursue the debt through legal 
channels.
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Preventative 
Measures

CREDIT CHECKS:

CLEAR CONTRACTS:

REGULAR MONITORING:

Conducting credit checks on 
potential clients can help assess 
their ability to pay and minimise 
the risk of bad debt.

Ensuring contracts are clear and 
detailed, with specific payment 
terms and consequences for non-
payment, can prevent disputes.

Regularly monitoring outstanding 
invoices and following up promptly 
can help maintain cash flow and 
reduce the risk of unpaid debts.
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Case Studies

SMALL BUSINESS DEBT RECOVERY

HIGH-VALUE DEBT IN COMMERCIAL SECTOR

MEDIATION SUCCESS

A small business was owed £8,000 by a client who had not paid for services 
rendered. Despite several attempts to recover the debt informally, the client 
remained unresponsive. The business owner issued a formal demand letter 
and, when this was ignored, proceeded to file a claim with the County Court. 
The debtor failed to respond, resulting in a default judgment. The creditor 
then obtained a Warrant of Execution, and the bailiffs were able to recover the 
amount owed through the sale of the debtor’s goods.

A large corporation was owed £150,000 by a supplier. After unsuccessful 
negotiations, the corporation initiated legal proceedings in the High Court. The 
debtor contested the claim, leading to a court hearing. Both parties presented 
their evidence, and the court ruled in favour of the creditor. The corporation 
then secured a Charging Order on the debtor’s property, which was enforced 
when the property was sold.

An individual was owed £5,000 by a friend who had borrowed the money but 
failed to repay. To avoid damaging their personal relationship, the individual 
opted for mediation. The mediator facilitated a discussion, helping both 
parties reach an agreement on a repayment plan, which was successfully 
followed, avoiding the need for legal action.
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FAQs

Q1: WHAT SHOULD I DO IF THE DEBTOR IGNORES MY 
FORMAL DEMAND LETTER?

If the debtor ignores your formal demand letter, you can initiate legal 
proceedings by filing a claim with the appropriate court.

 
Q2: CAN I RECOVER INTEREST ON THE DEBT?

Yes, under the Late Payment of Commercial Debts (Interest) Act 1998, you can 
claim statutory interest and compensation for the cost of recovering the debt.

 
Q3: HOW LONG DOES THE DEBT RECOVERY PROCESS 
TAKE?

The duration of the debt recovery process varies depending on the complexity 
of the case and the responsiveness of the debtor. It can range from a few weeks 
for straightforward cases to several months or longer for contested claims.

 
Q4: WHAT IF THE DEBTOR DECLARES BANKRUPTCY?

If the debtor declares bankruptcy, you may need to file a claim with the 
bankruptcy trustee. Recovering the full amount may be challenging, as the 
debtor’s assets will be distributed among all creditors.

 
Q5: CAN I USE DEBT COLLECTION AGENCIES FOR 
INTERNATIONAL DEBTS?

Yes, many debt collection agencies have experience in international debt 
recovery and can assist in pursuing debts owed by foreign debtors.

By following this guide and seeking professional advice when necessary, you 
can navigate the debt recovery process more effectively and improve your 
chances of recovering the money you are owed.
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Resources and  
Further Reading

Websites:  
UK Government Debt Collection Guidance: Gov.uk Debt Collection 
Citizens Advice: Citizens Advice Debt Advice 
StepChange Debt Charity: StepChange

Books:   
“Debt Recovery Handbook” by Sally Brown 
“The Law of Debt Collection” by Julia Ruston 
“Debt Recovery Through the Courts” by Henry Lawson

Legal Services:  
360 Law Services Limited: Offering comprehensive legal services for 
debt recovery.

This chapter provides a list of useful resources, including websites, books, 
and legal services that can offer further information and assistance on debt 
recovery in England and Wales.

For personalised advice and support, do not hesitate to contact our 
experienced solicitors. We are here to help you navigate the complexities of 
debt recovery and ensure you achieve the best possible outcome.

You can email us at 

info@360lawgroup.co.uk or call us on 0333 772 7736.
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