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The Insolvency Practices Council
The IPC is a public interest body that advises the insolvency profession and its regulators on the
professional and ethical standards of insolvency practitioners.
The IPC has nine members – a chairman and five other lay members together with three members of the
insolvency profession who provide technical advice – and a secretary.

What the IPC does
The IPC reviews whether the professional and ethical standards of insolvency practitioners are appropriate
and whether they are satisfactorily enforced by the Recognised Professional Bodies that regulate them.
The main objectives which the IPC seeks to promote are that insolvency practitioners act professionally,
fairly, courteously and transparently in all their dealings with members of the public and, wherever
appropriate, give them “best advice” on the options open to them; and that they are fully accountable for
the protection and use of the assets with which they are entrusted.
The IPC seeks to promote fair, consistent and transparent procedures for the investigation of any complaints
made by members of the public against insolvency practitioners. However, the IPC is not itself an
ombudsman and has no powers to investigate complaints.
The IPC has a duty to make recommendations to the government Insolvency Service or to the Recognised
Professional Bodies about any matters relating to regulatory, professional or ethical strandards. It works
closely with the Joint Insolvency Committee, which is the voice of the Recognised Professional Bodies who
are required to co-operate with the IPC.
The IPC publishes an annual report, which includes details of its work and recommendations made.
In all its work the IPC will take into account any relevant concerns brought to it by individuals or
organisations on public interest matters as well as any concerns identified by the IPC itself.
The IPC welcomes information or concerns on insolvency from those affected by insolvency and,
particularly, from debtors and creditors.

How to contact us
Mike Stancombe, Secretary
The Insolvency Practices Council
PO Box 698, Godalming GU7 9AR
Tel: 01483 424311
E-mail: secretary@insolvencypractices.org.uk
Website: www.insolvencypractices.org.uk

ipc

Index
Page

The Insolvency Practices Council

Inside front cover

Executive Summary

2

Annual Report for 2009
Personal over-indebtedness and debt solutions

5

Corporate Insolvency

8

The IPC’s remit, working methods and priorities

11

How we communicate our views and how they have been received

11

Review of IPC Recommendations 2000-2008

13

Meetings and Other Activities in 2009
Consultation papers and reports

17

Other meetings

17

Courses and conference attendance

18

Other visits

18

Contacts

18

Proposed Council Activities during 2010

18

Funding and Costs

19

Members of the Council during 2009

20

Glossary of terms used in the report

Inside back cover

Insolvency Practices Council

Influencing the standards of the insolvency profession

1

EXECUTIVE SUMMARY

ipc

In this year’s Annual Report we review the economic, policy and legislative changes in personal and corporate
insolvency over the ten years since the IPC was set up; we also comment on the IPC’s work over this period. We
identify the main issues which we think any incoming government may need to address in the course of the next
Parliament.

Personal Insolvency
Personal insolvencies in the UK totalled 159,000 in calendar year 2009, representing a fourfold increase over the
last ten years. In addition, even larger numbers of debtors are thought to be in informal Debt Management Plans
(DMPs) and consolidated loan arrangements. The numbers are likely to remain high for some time to come and
could rise further, depending on the strength of the economic recovery.
These increases in numbers were accompanied by a revolution in the ways in which debt advice is provided and
marketed. Although not-for-profit organisations (Citizens Advice, National Debtline, CCCS and Pay Plan) continue
to play an important role, a high proportion of Individual Voluntary Arrangements (IVAs) and DMPs are now
provided by over 150 commercial firms which advertise their services on the internet and television and mostly
advise their customers through call-centre staff.
Government policy in this area should have two main aims. First, to ensure that there is a suite of accessible and
understandable statutory debt solutions which combine appropriate debt relief to insolvent personal debtors of
all income levels and for all levels of indebtedness with a reasonable level of repayments to creditors from those
debtors able to make them. Second, to improve the advice given to distressed debtors, which we believe may
not always be appropriate. We are concerned in particular that some debtors may be put into DMPs or IVAs when
bankruptcy may be the better solution, that other debtors may be unreasonably denied an IVA by their creditors
or are required to make an inappropriate level of contribution, which may later cause an IVA to fail; and that some
debtors cannot afford the fees charged for bankruptcy.
With these aims in mind, we recommend the following actions should be considered by any incoming
government:

•
•
•
•
•

•
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There should be a single lead government department responsible for policy-making on personal
indebtedness and insolvency. So far as possible personal insolvency cases should be dealt with outside
the courts;
Policy must be based on more authoritative and comprehensive evidence. Specifically, government
should press debt advice firms to provide regular statistics on the numbers, duration and
completion/failure rates for DMPs and consolidation loans comparable to those now available for IVAs;
Further research is needed into the reasons why IVAs and DMPs fail. One way of carrying out such
research would be to ask debtors applying for IVAs or bankruptcy about their experience with other types
of debt solution;
The introduction of the Debt Relief Order has made bankruptcy more accessible for those on very low
income. We see no reason why this option should be denied to low-income debtors with debts in excess
of £15,000, who are deterred from bankruptcy by rising fee levels. We suggest that the IS should consider
removing this ceiling;
We do not currently favour the Ministry of Justice’s suggestion for a Regulated DMP. It could well overlap
unhelpfully with IVAs and with both Protected Trust Deeds and Debt Arrangement Schemes (DAS) in
Scotland and the regulatory arrangements envisaged would overlap (expensively) with the
responsibilities of the Office of Fair Trading (OFT) and the Insolvency Service (IS). If the evidence justifies
a scheme providing statutory relief from interest and other charges for debtors, who can repay their debts
in full, the Scottish DAS should be looked at to see if it may provide a model for the rest of the UK;
There should be more “joined-up” regulation and monitoring of the large debt advice firms which offer
statutory debt relief (IVAs and DROs) and informal debt solutions such as DMPs. In the long-term there
may be a case for a single system of regulation covering all debt advice firms and the key individuals in
them. In the short-term the IS and the OFT should co-operate more closely. The same arrangements for
handling debtors’ complaints about bad advice should apply to all debt advisers, including IPs, as
recommended in our last two annual reports;

Influencing the standards of the insolvency profession

Insolvency Practices Council

ipc
•

EXECUTIVE SUMMARY

With a view to improving access to IVAs, the IS should reintroduce its proposals for a Simplified IVA. We
support the proposal in a recent consultation document issued by the IS to amend the Insolvency Act
1986 to make it possible for IPs to be licensed to act solely in personal insolvency procedures or solely
in corporate procedures or both.

Corporate Insolvency
We believe that the UK’s corporate insolvency procedures (including the reformed administration introduced by
the Enterprise Act 2002 (EA 2002) are working broadly satisfactorily during a downturn in which realising value
from insolvent companies is particularly challenging for IPs.
The increased use of pre-packaged administrations (“pre-packs”), ie, the negotiated sales of struggling
businesses before they enter administration followed by the rapid execution of the sale, has been much criticised
by unsecured creditors who are not consulted in advance and usually recover little of their debt, and by business
competitors who see “pre-packs” as frequently enabling a failing competitor to shed its debts and take business
from them.
The IPC’s view is that “pre-packs” can be acceptable as a means of realising higher returns for creditors when
public advertisement of the business would diminish its value. But they can be abused particularly if no attempt
is made by the IP to find alternative buyers or get a credible valuation. We are also sceptical of claims that
“pre-packs” save jobs, because even where the “pre-pack” may temporarily save jobs in the particular business
rescued, there may be off-setting job losses in trade suppliers and competitors.
We therefore strongly support Statement of Insolvency Practice 16 (pre-packaged sales in administration) (SIP16)
which require IPs to report promptly and comprehensively to the full body of creditors about the reasons for and
outcome of any “pre-pack” they
conduct. However, we share the concern
of the IS, which has now monitored all
SIP16 reports for the last twelve months,
that too many IPs do not give the
creditors a full explanation of why a “prepack” sale has been chosen and how
their interests have been protected.
Overall, we do not consider major
changes are needed in the UK’s
corporate insolvency system, which
ranks well compared with other
developed countries in terms of
recoveries for creditors and costs.
Specifically, we see no merit in
suggestions that some form of the
Chapter 11 provisions of the USA’s
insolvency legislation would benefit the
UK. The legal costs associated with
Chapter 11 are prohibitive and the increased protection it would give to the “debtor in possession” could well
produce even stronger complaints from trade competitors and suppliers than we now see in the case of “prepacks”.
We do however recommend that the government should keep the policy and legislation governing corporate
insolvency under review in the following ways:-

•
•

The Insolvency Service (IS) should continue to monitor the effectiveness of the EA 2002 in achieving the
objectives of the Act and its impact on the costs of insolvency procedures and their returns to creditors;
The IS should continue to monitor SIP16 reports on “pre-packs” until there is a satisfactory level of
compliance. The RPBs should subsequently monitor an adequate sample of such reports for each IP. If
levels of disclosure in SIP16 reports remain unsatisfactory, SIP16 should be given statutory backing;
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The IS is currently consulting on a number of suggestions for tightening the regulation of “pre-packs”. We
agree that IPs who have negotiated a “pre-pack” sale no longer have the necessary objectivity to act as
the administrator in judging whether the sale is in the interests of the generality of creditors and should
refuse such appointments in line with the provisions already in the Code of Ethics for IPs. The RPBs
should give specific guidance to this effect;
The IS should commission continuing research on the performance of “pre-pack” and other sales to
previous directors and, if there is evidence of abuse, should consider how best to deal with it.

Finally, we believe it is essential that the IS should have sufficient resources to police the Company Directors’
Disqualification Act by investigating all reports by IP office-holders which contain prima-facie evidence of
misbehaviour. We were also dismayed to learn that neither the IS nor Companies House have the resources or
a system for monitoring compliance by directors with disqualification orders or undertakings. We recommend that
the IS and Companies House should work together to set up a monitoring system at the earliest opportunity.

The Regulation of the Insolvency Profession
We consider that the majority of IPs carry out an often difficult job competently and conscientiously. They have to
master and apply a formidable body of legal, accounting, financial and commercial knowledge and skills. They
often have to take rapid decisions in difficult circumstances and can be exposed to significant risks if they get
things wrong.
With the exception of the complaints procedures we believe that the current system of devolved regulation is
broadly satisfactory. The work done by IPs as office-holders is heavily (sometimes over heavily) regulated. The
monitoring system, however, seems relatively “light-touch”. Visits to firms regarded as low-risk are infrequent and
focus on systems and procedures. There may be a case for monitors inspecting larger samples in “high-risk”
areas such as “pre-packs” and on the personal insolvency side firms and IPs with relatively high IVA failure rates.
But we recognise that in a small profession regulatory costs must be tightly controlled and in the case of
corporate insolvencies that the creditors are also able to challenge serious abuses through the courts.
The delegation of authorisation and regulation to seven bodies (eight including the Secretary of State) allows
problematic differences of approach. There is also a risk that those RPBs which represent the legal and
accountancy professions may sometimes give priority to what is convenient for most of their members who are
not IPs rather than what is particularly appropriate for the specialist insolvency profession.
The question of a single regulator is not currently on the agenda and there are arguments for and against such a
change. However, within the present system, the IS should continue to encourage the RPBs to move towards a
single set of monitoring standards, a uniform frequency of monitoring visits carried out by a joint monitoring team
and to set up a single reformed complaints and disciplinary system which allows complainants to take their case
to a fully independent arbitrator.

4
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In this Annual Report we review developments (both economic and legislative) in personal and corporate
insolvency over the ten years since the IPC was set up. We discuss the effectiveness of the current legislative
framework for dealing with the problems of distressed personal debtors and insolvent companies. We also
comment on the arrangements for regulating Insolvency Practitioners (IPs) and (in relation to personal insolvency)
other debt advisers. In all these areas we try to identify the main policy issues, which we think any government
may need to address in the course of the next Parliament.
Finally, we also describe how the IPC has operated in carrying out our remit to keep under review whether the
ethical and professional standards of IPs are appropriate and whether they are effectively enforced by their
regulators.

Personal over-indebtedness and debt solutions
The problems of distressed personal debtors stem from a rapid increase in unsecured bank and credit card
lending, which was already attracting warnings from the FSA during the late 1990s. As the tables below show,
bankruptcies and IVAs in England, Wales and Northern Ireland started rising sharply in 2003 and had nearly
quadrupled by 2009 when there were nearly 76,000 bankruptcies and over 48,000 IVAs (compared with 28,000
and 7,900 respectively in 2003). Numbers of sequestrations and Protected Trust Deeds in Scotland have also
risen rapidly since 2002, accompanied in the last two years by an increased take-up of Debt Arrangement
Schemes (DASs). In the same period the numbers entering informal “debt solutions”, notably consolidation loans
and Debt Management Plans (DMPs), are also thought to have risen substantially. No authoritative statistics are
available, but recent research carried out at Bristol University for the Money Advice Trust (MAT) estimates that
there may be in excess of 350,000 DMPs currently in force in the UK, set up by voluntary sector and commercial
intermediaries. We also understand from National Debtline and others that many debtors prefer to negotiate
informal agreements with their creditors themselves. The numbers of debtors in both statutory and informal debt
solutions will probably decline, as households switch from spending to saving, but they seem likely to remain at
high levels for some time ahead. However, until the economy grows in line with productive potential, there is a risk
that unemployment and, in consequence, insolvency rates could rise still further.

Table 1 – IVAs and Bankruptcies and Debt Relief Orders in England & Wales and Northern
Ireland: 1999 - 2009
Calendar Year

IVAs approved

Bankruptcy orders

Debt Relief Orders

1999

7367

22012

29379

2000

8245

21899

30144

2001

6474

23769

30243

2002

6502

24626

31128

2003

7901

28113

36014

2004

11201

36564

47765

2005

20925

48108

69033

2006

45125

63994

109119

2007

42606

65378

107984

2008

39674

68507

108181

2009

48363

75907

11831

Totals

136101

Source: The Insolvency Service
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Table 2 – Sequestrations Protected Trust Deeds and Sequestrations in Scotland (plus DAS programmes)
Calendar Year

PTDs approved

Sequestrations

DAS

Totals

1999

2144

3195

5339

2000

2801

2965

5766

2001

3779

3048

6827

2002

5174

3215

8389

2003

5452

3328

8780

2004

6024

3297

9321

2005

6881

4065

10946

2006

8208

5430

13638

2007

7595

6219

circa 442

13814

2008

7542

12322

circa 908

19864

2009

9126

14356

circa 1006

23482

Source: The Insolvency Service (by calendar year) and the Accountant in Bankruptcy (for Debt Arrangement Scheme debt payment
programmes not included in Totals (counted from 1 Apr to 31 Mar))

The rise in personal insolvency numbers has been matched by a revolution in the ways in which debt advice is
provided and marketed. Although voluntary (not-for-profit) sector organisations such as Citizens Advice, National
Debtline, CCCS and Pay Plan continue to play an important role, there has been a large increase in the numbers
of commercial debt advice firms, licensed by the Office of Fair Trading (OFT). The Bristol University research
estimates that there are now over 150 such firms active compared with 40 in 1999. A high proportion of DMPs
and IVAs are provided by the largest commercial firms, which advertise their services widely on the internet and
television. In virtually all these firms initial advice to debtors on the most appropriate solution is given over the
‘phone by call centre staff, though IVAs will have to be signed off by the IPs employed by the firms concerned.
Surveys indicate that many distressed debtors have difficulty in deciding to whom to turn for advice and what
solution is best for their circumstances. A high proportion of debtors who enter DMPs or opt for debt consolidation
are likely to be insolvent and could be eligible for bankruptcy and
often for an IVA. There are grounds for questioning whether such
debtors are always getting appropriate advice. In a survey by the IS
of IVAs taken out in financial year 2008-2009, 80% of the respondents
taking out an IVA had previously gone through an informal form of
debt relief, including 33% who had a DMP. In the IPC’s view there
may also be a financial incentive in the form of higher fees for debt
advice firms to guide debtors towards a DMP or an IVA in preference
to a bankruptcy. Some 29% of the debtor respondents to the IS
survey of IVAs said they had not had (or could not remember having
had) any other form of debt relief discussed with them before taking
out their IVA. IP members of the IVA Standing Committee say that
creditors unreasonably refuse some proposals for IVAs or are only
prepared to accept them if the debtor’s contribution is raised to a
level which may later cause the IVA to fail.
The Chairman listening in at the National Debtline

This is a complex area for policy-makers. Debtors’ choices are
influenced by their own preferences and personal situations as well as by the advice they receive and the attitude
of their creditors. On the face of it bankruptcy might appear to be an appropriate solution for many insolvent
debtors, unless either they are in or aspire to take up a type of employment which is barred to those made
bankrupt, or if they stand to lose their home. In most cases the bankrupt will be discharged after one year and
bankruptcy income orders or agreements last no more than three years. But a 2006 survey of discharged
bankrupts’ attitudes indicated that the perceived stigma of bankruptcy had not been significantly reduced by the
reduction in the discharge period enacted by the Enterprise Act 2002. The reason cited most frequently for this
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by survey interviewees was their inability to repay their creditors. Debtors interviewed frequently cite their wish to
repay their creditors as much as possible as a main reason why they opt for IVAs, which normally last for five
years. On the one hand, debtors may opt for a DMP or to negotiate their own repayment plans with creditors,
either because they believe that their financial difficulties are temporary or they want to avoid bankruptcy but are
denied access to an IVA or cannot afford to pay the fees of the commercial sector intermediaries. On the other
hand, DMPs offer no protection against harassment from individual creditors and relatively little (and sometimes
only temporary) debt relief. In some cases DMPs can last for up to ten years and there are debt advisers who
believe that some creditors prefer to put debtors into a DMP to reduce or defer the write-down of the debts
involved in a bankruptcy or IVA (85% of bankruptcies in 2009 resulted from debtor petitions compared with 62%
in 2000).
Against this background any incoming government should consider whether action is needed to help distressed
personal debtors to find the appropriate solutions for their problems, including strengthened arrangements for
regulating and monitoring debt advice firms. We suggest the following aims and principles should be taken into
account:

•

•
•

•

•

•

There should be a suite of “joined-up” statutory debt solutions which offer appropriate debt relief to insolvent
personal debtors of all income levels and at all levels of indebtedness and a reasonable level of repayments
to creditors from those debtors judged able to make them. Debtors should not, however, be prevented from
entering informal debt repayment agreements with their creditors as at present. We are concerned that the
rising level of initial costs may be deterring some low-income debtors from entering bankruptcy. The IS
should consider removing the £15,000 maximum debt level currently in operation to those wishing to apply
for a Debt Relief Order (DRO);
There is a need for more “joined-up” government for policy-making on personal indebtedness and insolvency.
Currently, BIS, the Insolvency Service, the OFT and the Ministry of Justice are all involved. A lead government
department is needed. So far as possible personal insolvency cases should be dealt with outside the courts;
Policy and advice to debtors should be based on authoritative and comprehensive evidence. Specifically,
more and better information is needed about both statutory and informal personal debt solutions. The IS has
taken a welcome step by publishing meaningful statistics on IVAs and a helpful Guide for Debtors.
Government should now require debt advice firms to provide regular statistics on the numbers, duration and
completion/failure rates for DMPs (and possibly for consolidation loans) comparable to those now available
for IVAs;
Further research into the reasons why IVAs and DMPs fail is needed. Between 27% and 32% of IVAs taken
out in the period 1997-2007 failed. There is also said to be a high failure rate for DMPs, particularly in the first
two years of the agreement. No doubt many failures of both IVAs and DMPs are caused by a subsequent
deterioration in the debtors’ finances. In other cases insistence by the creditors on unsustainable levels of
repayment or poor advice may play a part. One way of carrying out such research would be to ask debtors
applying for IVAs or bankruptcy about their experience with other types of debt solution;
We are not currently persuaded by the case put forward by the Ministry of Justice for a Regulated DMP. In
the absence of any statistical evidence it is unclear to us for which types of debtor a Regulated DMP would
be suitable. There could well be unhelpful overlaps between Regulated DMPs and IVAs and with both
Protected Trust Deeds and Debt Arrangement Schemes (DAS) in Scotland. The regulatory arrangements
envisaged by the Ministry of Justice would also overlap confusingly (and expensively) with those overseen by
the OFT and the IS for licensed debt advisers and IPs respectively. If there is evidence to justify a scheme
providing statutory relief from interest and other charges for debtors, who can repay their debt in full, the
Scottish DAS should be looked at to see if it may provide a model for the rest of the UK;
Whether or not a Regulated DMP is introduced there is a strong case for more consistent regulation and
monitoring of debt advice firms. The debt solutions market is dominated by a relatively small number of
businesses, both commercial and not-for-profit, which offer statutory debt relief (IVAs and DROs) and informal
debt solutions such as DMPs. The regulation of such firms is now split between the Insolvency Service and
the insolvency regulators (which regulate the IPs employed by such firms as individuals) and the OFT which
requires firms to hold consumer credit licenses for debt advice and regulates them as businesses. The OFT
has only recently started pro-active monitoring of debt advice firms through Trading Standards Officers. In the
long-term there may be a case for a joined-up system of regulation covering all debt advice firms and the key
individuals in them. In the short-term the IS and the OFT (or whichever other body may be responsible for
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debt advice firms after the election) should cooperate more closely, exchange information and consider
setting up joint monitoring visits and common standards for the frequency and methods of monitoring.
The same arrangements for handling debtors’ complaints about bad advice should apply to all debt advisers,
including IPs, as recommended in our last two annual reports;

•

With a view to improving access to IVAs the IS should reintroduce their proposals for a Simplified IVA. We
support the proposal in a recent consultation document issued by the IS to amend the Insolvency Act 1986
to make it possible for IPs to be licensed to act solely in personal insolvency procedures or solely in corporate
procedures or both.

Corporate Insolvency
The current recession is testing the robustness of the UK’s corporate insolvency procedures. Creditors’ Voluntary
Liquidations, which currently represent 75-80% of insolvency procedures, averaged 7,500 a year between 2004
and 2007 but rose to over 15,000 in 2008 and 19,000 in 2009. However, by the second half of 2009 the quarterly
numbers were lower than those in 2008. Whether this decrease continues depends on the strength of the
economic recovery.

Table 3 – Liquidations, Receiverships, Administrations and CVAs in the UK 1999-2009
Year

Liquidations*

Receiverships**

Administrations***

CVAs

1999

14280

1618

440

475

2000

14317

1595

438

557

2001

14972

1914

698

597

2002

16306

1541

643

651

2003

14184

1261

744

726

2004

12192

864

1602

597

2005

12893

590

2261

604

2006

13137

588

3560

574

2007

12507

337

2512

418

2008

15535

867

4822

587

2009

19077

1468

4161

726

Source: The Insolvency Service. * In England and Wales – 2009 figure provisional ** Includes Law of Property Act receivers.
*** Incorporates the effects of the Enterprise Act 2002 from 15 September 2003.

The main change introduced by the Enterprise Act 2002 (EA 2002) was the reformed administration procedure.
However this change failed to achieve the government’s stated aim of promoting more corporate rescue. In
general the new procedure, which has largely replaced administrative receivership, seems to be working
satisfactorily. It has welcomed by most IPs as a useful gateway into other insolvency procedures, which gives
them greater flexibility to decide on the most appropriate strategy. The early evidence from research
commissioned by the IS is that realisations from the sale of businesses and assets have increased under the new
procedure, but that this has been offset by higher costs, leaving returns to creditors broadly unchanged.
Unsecured creditors seem to get slightly higher, but still low, returns from administration.
The main criticism of current corporate insolvency procedures has been the increased use of “pre-packs”, ie, the
negotiated sales of struggling businesses before they enter administration, followed by an immediate execution
of the sale without further marketing or consultation of the general body of creditors. “Pre-packs” have been used
regularly since the 1986 Insolvency Act, though the reformed administration procedure may facilitate their use. As
we have stated in previous Annual Reports, we accept that “pre-packs” can be effective as a means of realising
higher returns for creditors in cases when public advertisement of the business on the open market would
diminish its value or when finance cannot be obtained to run the business in administration. A “pre-pack” will often
be an attractive solution to the main secured creditors as a way of protecting their position now that administrative
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receivership is normally not available. Other reasons for the rise in “pre-packs” are probably that many of the
companies entering insolvency have even fewer unsecured assets which can be realised than in previous
recessions and because the banks will not lend to run a business in administration.
Trade suppliers to the insolvent company complain about “pre-packs” because, as unsecured creditors, they get
little or no benefit from them. Their complaints are understandable, but where a “pre-pack” is justified it is unlikely
that they would get a higher return from any other outcome to the insolvency. Their concerns do, however,
emphasise the importance of both IPs and the Insolvency Service checking rigorously that there has been no
wrongful trading by the company in the run-up to the sale of the business. Business competitors, who see a failing
competitor enabled to continue taking business from them, also complain about the sale of businesses back to
previous directors through “pre-packs” (“phoenix” sales). We comment on this below.
The RPBs which regulate IPs responded to these criticisms by requiring administrators to produce a full
explanation of why they had opted for a “pre-pack” sale for their creditors as soon as possible after the event. We
fully support the RPBs’ initiative (though it took far too long to produce SIP 16). We also welcome the Insolvency
Service’s decision to monitor IPs’ compliance with this requirement. The IS has now produced its second
monitoring report, and we understand that a disturbing number of SIP 16 reports still fall below the level of
disclosure intended. We agree that SIP 16 needs to be clarified and believe that there is a case for putting SIP
16 on a statutory footing, which is suggested as a possible option in a recent consultation paper by the IS.
In this context we are not persuaded by arguments that there would be any benefit in introducing some form of
the Chapter 11 provisions of the USA’s insolvency legislation to allow companies in financial difficulties to
continue trading under court- administered protection from their creditors with the aim of saving the protected
company. The US Chapter 11 provisions take place in a quite different economic, financial and legal setting, in
which the balance between the interests of creditors and debtors is markedly different from that in the United
Kingdom, where most successful company rescues are achieved by remedial action before the company is
insolvent. The legal costs associated with Chapter 11 “rescues” are prohibitive. Moreover, introducing the greater
protection for the “debtor in possession” characteristic of Chapter 11 could well lead to more frequent and
vociferous complaints from the protected companies’ commercial rivals for exactly the same reasons as we now
see in the case of “pre-packs”.
The argument advanced that “pre-packs” and Chapter 11 help to save jobs should be taken with a particularly
large dose of salt, when viewed in a wider macro-economic context. Many of the companies currently going into
recession in the UK are retail businesses or their suppliers. The sharp fall in the UK's GDP combined with the
equally sharp fall in the personal savings ratio means that personal consumption levels are likely to remain well
below the peak levels of the boom years for the foreseeable future. So protecting insolvent businesses through a
Chapter 11 regime may merely shift some of the burden of adjustment to a lower level of demand onto their
healthier competitors. Any jobs “saved” in the protected companies could well be offset by job losses in their
competitors and suppliers. In the case of the “pre-packs” Dr.Sandra Frisby’s research (which can be found at:
www.r3.org.uk/uploads/documents/preliminary%20analysis%20of%20prepacked%20administrations.pdf) shows
that there is a high level of second failures of the businesses sold, particularly for sales to previous directors and
any saving of jobs may be temporary.
Overall, we do not believe that any major changes are needed in corporate insolvency legislation. The UK gets
reasonably high ratings in the Organisation of Economic Co-operation and Development’s review of its members,
insolvency regimes both in terms of recoveries for creditors and in terms of costs. We recommend however that:

•
•
•

The Insolvency Service should continue to monitor the effectiveness of the EA 2002 in achieving the
objectives of the Act and in terms of its returns to creditors;
The Insolvency Service should continue to monitor SIP 16 reports on pre-packs until there is a satisfactory
level of compliance and RPBs should subsequently continue to monitor an adequate sample of such reports
for each IP. If levels of disclosure in SIP 16 reports remain unsatisfactory, consideration should be given to SIP
16 having statutory backing;
The IS is currently consulting on a number of suggestions for tightening the regulation of “pre-packs”. We
agree that IPs who have negotiated a “pre-pack” sale (whether to the directors of the company or a thirdparty) no longer have the necessary objectivity to act as the administrator in judging whether the sale is in the
interests of the generality of creditors and should refuse such appointments in line with the provisions already
in the Code of Ethics for IPs. The RPBs should give specific guidance to this effect;
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The IS should commission continuing research on the performance of “pre-pack” sales to previous directors
to ascertain and, if there is evidence of abuse, should consider how best to deal with it.

Finally, we continue to believe it is essential that the Insolvency Service should have sufficient resources to police
the Company Directors’ Disqualification Act by investigating all reports by IP office-holders which contain primafacie evidence of misbehaviour. We were also dismayed to learn that neither the IS nor Companies House have
the resources or a system for monitoring compliance with disqualification orders or undertakings by directors. We
recommend that as a first step the IS and Companies House should work together to set up a monitoring system
at the earliest opportunity.

The Insolvency Profession and how it is regulated
All the lay members of the IPC have a high respect for the work of IPs as a profession. IPs have to master and
apply a formidable body of legal, accountancy, financial and commercial knowledge and skills. In corporate
insolvencies they often have to take decisions in difficult circumstances and with imperfect information. As officeholders in a corporate insolvency they can only recover their fees and costs from the insolvent estate and so have
to make early judgements on whether they can afford to take a case on. They are generally well rewarded when
things go well but, if they get things wrong, they can be exposed to significant legal (and personal) risks.
Given the pressures on them to take rapid decisions, IPs may sometimes be faced with temptations to exploit
apathetic creditors and to cut corners with regulatory requirements, which they may regard as unnecessary. The
latter may have been evident in the response so far to SIP 16. We believe the great majority of IPs do a competent
and conscientious job for their clients and as office-holders. On the evidence from litigation and complaints there
seem to be few serious misdemeanours in corporate insolvency. As regards personal insolvency we believe that
standards have improved since the early days of the IVA boom.
In general, with the exception of the complaints system on which we have commented in our last two Annual
Reports, we believe the current system of devolved regulation is broadly satisfactory. The work done by IPs as
office-holders is heavily (sometimes over heavily) regulated. The monitoring system is relatively “light-touch”.
Visits to firms regarded as low-risk are infrequent and focus on systems and procedures. There may be a case
for monitors inspecting larger samples in “high-risk” areas (such as “pre-packs” and on the personal insolvency
side firms and IPs with relatively high IVA failure rates). But we recognise that in a relatively small profession,
regulatory costs must be tightly controlled and in the case of corporate insolvencies, the creditors are also able
to challenge serious abuses through the courts.
The delegation of authorisation and regulation to seven bodies (eight including the Secretary of State) allows
differences of approach, which are sometimes questionable. There is also a risk that those RPBs, which represent
the
legal
and
accountancy
professions, may give priority to
what is appropriate for most of their
members (who are not IPs) rather
than what may be desirable for the
insolvency profession. The question
of a single regulator is not currently
on the agenda and there are
arguments both for and against
such a change. Within the present
system the RPBs should be
encouraged to move towards a
single set of monitoring standards
and a uniform frequency of
monitoring visits carried out by a
joint monitoring team and to set up a
single reformed complaints and
disciplinary system which allows
complainants to take their case to a
fully independent arbitrator.
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The IPC’s remit, working methods and priorities
The IPC’s remit is to review whether the professional and ethical standards of IPs are appropriate and whether
they are satisfactorily enforced by the RPBs and the Insolvency Service. We were given this task in 2000 because
the regulators had concluded that there was a need for an independent “public interest” input on these matters.
The professional and ethical standards which IPs are required to follow are set out in primary and secondary
legislation and in detailed Insolvency Rules and by the Statements of Insolvency Practice and guidance, including
a Code of Ethics, issued by the insolvency regulators collectively. The duties of the RPBs are set out in a
Memorandum of Understanding and the Principles for Monitoring issued by the Secretary of State, who
authorises them. Since its inception the IPC has commented on all these areas of regulation and on any
proposed changes as we have thought necessary.
We are dependent in our work on information which is in the public domain and from discussions with our
stakeholders and other parties interested in insolvency and indebtedness, including members of the general
public who approach us. We have no powers to collect confidential evidence relating to individual cases or to
investigate complaints.
We have regular contacts with the IS and the Accountant in Bankruptcy in Scotland with the seven RPBs both
individually and collectively in the Joint Insolvency Committee, with R3 (the IPs’ trade association), with Citizens
Advice, the Money Advice Trust, the Bankruptcy Advice Service, the Office of Fair Trading and the Financial
Ombudsman Service. We periodically visit individual debt advice organisations such as the National Debt Line,
CCCS, Pay Plan and Debt Free Direct and talk to individual IPs we meet at conferences and other meetings.
As a public interest body we focus most of our attention on personal insolvency and over-indebtedness, in
particular on the issue of “best advice” and better statistical and other information. This is because there are large
asymmetries of knowledge and power between the professionals who give advice and the distressed personal
debtors who receive it. In response to the increasing numbers of distressed personal debtors and to the rapid
emergence of debt advice firms offering both statutory and informal debt solutions, we have paid increasing
attention to the wider debt advice industry and have campaigned actively for greater transparency and more
information about DMPs. This is mirrored by decisions of the insolvency regulators to require IPs to have sufficient
knowledge of all types of personal debt solutions to give objective advice and the inclusion of informal debt
solutions in the examinations which trainee IPs are required to pass.
On the corporate side we took an early interest in “pre-packs” from 2006 onwards and encouraged the adoption
of tougher disclosure rules about them. We have also urged the government to ensure that adequate funding is
available to investigate reports made by IPs, as administrators or liquidators, on the conduct of the directors of
insolvent companies and to follow up with prosecutions and sanctions wherever appropriate. It is essential that
all those working in industry and commerce have confidence that wrongful behaviour will be penalised.

How we communicate our views and how they have been received
When we believe changes are needed to the professional and ethical standards set for IPs or in the ways they
are monitored and enforced we try to get them remedied by persuasion and argument in meetings with the RPBs
and the IS and through the comments and recommendations which we publish in our Annual Reports and put on
our website (www.insolvencypractices.org.uk). Elsewhere in this Report we summarise all the recommendations
in our previous Annual Reports and comment on the responses we have received to them. We also seek to put
across our views in meetings with our other stakeholders, in our responses to consultation documents issued by
the Insolvency Service or other government departments, when invited to speak to audiences of IPs at their annual
conferences and in the last two years as observers at meetings of the IVA Standing Committee and its Market
Information Sub-Group.
It is for others to judge how effective we have been in carrying out our role. A number of our recommendations
have been wholly or partially accepted. For example, our early recommendations on the timely treatment of the
matrimonial home in bankruptcy and on the need to give debtors written guidance on the pros and cons of
entering an IVA have been fully met. More recently, our call to the Insolvency Service to publish a regular series
of statistics on the completion and failure rates of all IVAs was fully met last year and several of our
recommendations for simplifying IVAs were taken up in the IVA Protocol. Actions taken by the Insolvency Service
and the RPBs to increase the frequency of monitoring visits to the large IVA providers and to hold discussions not
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just with their IPs, but also with the senior managements, were also in line with comments in our Reports. In some
cases, eg, on “pre-packs”, we were not alone in making the recommendations, so it is difficult to be certain how
much is attributable to our efforts. In other cases the RPBs have assured us that they are already dealing with
concerns we have expressed.
It is inherent in our work as an external, independent body that some of our recommendations will be rejected
either because our diagnosis of a problem is not shared or because the regulators consider that the remedy we
have proposed is unnecessary or disproportionate. In some cases we have accepted this in subsequent dialogue
and amended or withdrawn a recommendation as a result We are, however, disappointed by the reluctance of
RPBs acting through the Joint Insolvency Committee (JIC) to accept the case we have made for changes in the
complaints procedures of both IPs and the accountancy RPBs in relation to complaints by personal debtors about
bad advice, and our recommendation that there should be more prescriptive guidance on timely answers being
given to correspondence with clients and other interested third parties. The argument advanced by the RPBs on
the first of these issues is that there are very few complaints about bad advice is not well made in our view. Other
professions have accepted the need to put in place complaints systems, which are consumer friendly and provide
in the last resort for access to an independent arbitrator. We consider that it is in the interest of the reputation of
the insolvency profession to adopt the same approach to these issues.
Overall, the responses we get from our stakeholders lead us to believe that we are making a useful contribution.
Most other professions have recognised the need for an independent lay input into the setting of their regulation
and professional standards. The current levels of indebtedness and insolvency have put the insolvency
profession increasingly in the public eye and underline the continuing need for an independent observer and
commentator like the IPC.
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Treatment of the matrimonial home in bankruptcy (2000)
Recommendation: ‘It was recommended that a standard of best practice should be set, which would reduce the
uncertainty and unfair treatment that is sometimes evident in the disposal/realization of the equity in the
matrimonial home in the case of the bankruptcy of the sole or joint owners.’
Outcome: Following lobbying of the government by the Association of Business Recovery Professionals (R3), the
Bankruptcy Advisory Service and ourselves, significant improvements were incorporated in the Enterprise Act 2002
which required Trustees in Bankruptcy to take any action to realize the debtor’s equity in the matrimonial home
within 3 years of the date of the bankruptcy. This removed the opportunity for long-term speculation by IPs of
inflation increasing the value of properties.

Better information and advice for debtors on IVAs and other debt solutions (2000 and 2004)
Unsatisfactory Individual Voluntary Arrangements (2000)
‘The IPC recommended that, where an IVA is being considered, the IP should be required to give the debtor a
written explanation, signed personally by the IP, of all the options open to the debtor with an indication of the
relative advantages and disadvantages of each.’
The profession responded positively to this suggestion by amending SIP 3 and producing a booklet –‘Is an IVA right
for me?’- which is given to the debtor before the decision is made on the appropriate course of action.
Best advice to debtors (2004)
‘That IPs or members of their staff authorised by the IP should have a thorough discussion with an insolvent
debtor and then make a fully detailed assessment of their circumstances with the pros and cons of the options
open to them with a reasoned recommendation of which option is the most appropriate for the debtor’s
circumstances and to provide the debtors with a copy. A copy should also be retained as part of the IPs records
for the monitors.’
This recommendation was reflected in a further revision of SIP 3 and similar provisions were agreed between the
banks and the insolvency profession in the IVA Protocol agreed in 2008.
Simplifying Individual Voluntary Arrangements (2003, 2005 and 2008)
In its Annual Report for 2003 the IPC recommended that ‘The IVA as currently structured is too complex and,
therefore, too expensive for many cases of personal indebtedness. Consideration should be given by the
profession in conjunction with the IS to designing a simpler product, which would suit many more cases.’
The IPC subsequently gave evidence to a working group set up by the IS to look into simplifying the IVA process.
In the Annual Report for 2005 we supported the IS’s proposals for a Simplified IVA (SIVA)
In the event the IS’ proposals did not meet the criteria needed to amend primary legislation governing IVAs through
a Legislative Reform Order and so some elements in the SIVA proposals were shelved. Some simplification of SIVAs
has, however, taken place through the IVA Protocol. In its Annual Report for 2008 the IPC recommended that the
IS take the earliest opportunity to reintroduce the substance of its SIVA proposals, in particular to remove the
requirement for IVAs to be registered with the court and the proposal to reduce the majority of creditors required to
approve an IVA from 75% to 50%.
Debtors excluded from IVAs (2008)
‘The IS and insolvency regulators to monitor the IVA market for debtors who can only make monthly repayments
of less than £200 are unreasonably being refused IVAs. If necessary, the government should put pressure on the
creditors to be more flexible in cases where IVAs are likely to produce a better return than bankruptcy.’
The principle of this recommendation was supported. The issue remains under discussion in the IVA Standing
Committee. Some, but not all creditors have started to accept IVA proposals with lower repayment levels.
Advice on bankruptcy (2008)
‘The insolvency regulators should monitor the advice given by IPs to satisfy themselves that debtors who have
insufficient surplus income to repay their debts within a reasonable period and for whom statutory relief is
therefore justified, are appropriately advised about the option of bankruptcy.’
The JIC reported that this was already happening in accordance with SIP3 and SIP3A.

Better information and statistics on IVAs and DMPs (2001, 2002 and 2004-2008)
The IPC has made a series of recommendations in these years on the need for the IS and the RPBs to collect
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and publish regular information about IVAs. These recommendations covered three main points:-

•
•
•

The collection and regular publication by the IS of aggregate statistics showing the numbers of IVAs taken
out each year and the duration and completion/failure rates of IVAs taken out in each year.
(Recommendations made in 2002, 2004 , 2005, 2007 and 2008);
The provision by the IS to each of the RPBs of regular statistics showing the completion/failure rates of the
IVAs set up by each of the IPs licensed by them, which the RPBs could use to focus their monitoring of IPs
with above-average failure rates. (Recommendations made in 2001, 2002, 2005, 2006 and 2008);
The publication of regular statistics available to the general public showing the completion/failure rates of
individual IPs. (Recommendations made in 2002, 2006 and 2007).

Substantial progress has been achieved on the first two of these points, though the implementation of them has
taken some time, because the data collected by the IS was not initially available in electronic form. The IS now
provides the RPBs with regular statistics on the completion/failure rates of IVAs for each of the IPs they license. We
understand the RPBs’ monitors use this information in deciding on the frequency with which individual IPs or debtadvice firms need to be monitored. In 2009 the IS began publication of aggregate annual statistics for the number
of IVAs taken out and the numbers completed or failed in each year. These figures are available on the IS website. There has, however, been no agreement on the publication of the completion/failure rates of individual IPs.
Statistics on Debt Management Plans
In our Annual Reports for 2007 and 2008 the IPC recommended ‘that the IS and the RPBs should work with
creditors, their agents and the Debt Resolution Forum to reach agreement on the annual collection/publication of
similar statistics on DMPs to those now published by the IS on IVAs. The 2007 Report also recommended that the
IS should carry out further research on the reasons why IVAs fail.’
The proposal on trying to obtain statistics on DMPs has been discussed and agreed in principle by the IVA
Standing Committee, but no further action has yet been taken. We understand that R3 and the IPA are considering
further research into the performance of IVAs.

Accountancy rules for writing off impaired personal debt(2008)
‘That the government investigates the accounting solvency rules which allow creditors to reduce the extent to
which they write down impaired debts covered by DMPs compared with IVAs and bankruptcy.’
This has been discussed with the IS and is mentioned in the IS survey of the effectiveness of the IVA Protocol as
an issue raised by some IVA providers.

Timely correspondence with debtors and creditors (2000, 2004, 2005 and 2006)
The IPC has made repeated recommendations in each of these years to the JIC to adopt a formal standard of
best practice requiring IPs to reply to letters from debtors or creditors within a minimum of 10 working days. If a
substantive reply cannot be sent in this time-scale a holding reply should be sent.
The recommendation in our Annual Report for 2000 was accepted by the profession although not incorporated as
a SIP but as a recommendation by RPBs through their newsletters. However, evidence from the number of
complaints against IPs for late replies suggest that the problem has not been solved. The JIC has, however,
declined to accept the IPC’s subsequent recommendations to set a formal standard of best practice on the
grounds that this would trigger the need for a full investigation of every complaint about late replies. However,
following our 2005 Report all IPs were reminded of the need for prompt dealing with correspondence in a Dear IP
letter from the IS. The JIC has also given an assurance that the RPBs’ monitors will continue to keep an eye on
the timeliness of IPs’ correspondence and that the RPBs will take appropriate action where they judge it necessary.

Fees
Fees and disbursements (2001)
‘That the IP should give a clear indication in writing in advance of the likely costs and charges especially in relation
to IVAs.’
The amendments made to SIP 9 have gone some way to resolving this issue. We still retain the concerns about
‘value for money’.
Fees (2005)
‘Fixed fees for SIVAs and that monitors should assess whether IPs are meeting with the Practice Statement and
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SIP 9, ie, to provide sufficient information about the work they have done to enable their creditors and the courts
to assess their value for money and effectiveness.’
The JIC believed that it is not the role of RPBs to set fees as this must be done by legislation and that SIPs 7 and
9 provide sufficient guidance. However this recommendation was supported by others, eg, Chief Registrar Stephen
Baister.

Regulation
Proper and effective resources for monitoring units (2001)
‘Monitoring units of all the RPBs need to be properly and effectively resourced to maintain the high standards
expected from the profession if self-regulation is to be maintained. The JIC should look into the effectiveness of
the various monitoring bodies.’
At the time (2002) the IPC was assured by the JIC that the monitoring units were properly resourced. Since then
there have been significant changes to the way the majority of IPs are monitored.
Simplification of the insolvency regulatory structure (2001)
‘That the RPBs give urgent consideration to seeing what can be done to simplify and speed up the regulatory
processes. We also recommend that the Insolvency Service should cease to license IPs directly as, in our view,
this role is inconsistent with its role as Regulator of Regulators.’
The profession’s initial response was that what was needed was co-operation between the RPBs. Such cooperation, however, has recently shown signs of unraveling. The IPC believes a strengthened JIC is crucial to the
objective of ensuring consistency in all areas of regulation and its enforcement. We aim to work together with the
JIC to achieve this.
With regard to the role of the IS in granting licences to IPs, recent changes to the level of licence fees charged to
IPs by the Insolvency Service to cover the costs of regulation and monitoring has led a number of IPs to give up
their licences or move to other RPBs.’
Regulation and monitoring (2003)
‘The RPBs need to adopt a more proactive approach to regulation and not just react when a complaint is made.
This may well require an enhancement of the number and quality of monitoring staff.’
Some of the RPBs reacted strongly to this recommendation; and disputed our claim that there were grounds for
improvement. Subsequently, the IPA and ICAEW agreed to wind up the joint monitoring exercise through JIMU at
the end of 2004. Each RPB is now running its own and very different monitoring process. Both state that changes
and enhancements have been made. The IPC intends to review how the monitoring system is working in the near
future.
Joint Disciplinary Body (2003)
‘The RPBs should consider creating a joint disciplinary body in a similar way to that created by the Actuaries or
at least a joint fact-finding and investigation unit.’
In order to maintain public confidence in the system of self-regulation, the RPBs must show a consistent approach
to disciplinary issues in relation to insolvency practice. The IPC was and remains concerned that the JIC rejected
this suggestion out of hand. However, following a proposal put by the IPA to the JIC in August, consideration is
being given by the JIC to closer cooperation between RPBs on some of these issues. More information on the
proposals put forward by the IPA has been requested by the JIC. There is an opportunity for the JIC to take a proactive role in ensuring a consistent approach to disciplinary procedures by the RPBs. The IPC made further
recommendations about the handling of complaints and disciplinary cases in its Annual Reports for 2007 and 2008.
Aged bankruptcy cases
‘The large number of old bankruptcy cases being passed out by the Protracted Realisations Unit of the Insolvency
Service are being dealt with in many different ways by IPs. There does not appear to be a standard approach and
we recommend that the Insolvency Service issues some form of guidance.’ (2003)
The Insolvency Service reacted promptly to this recommendation and issued additional guidance to IPs in this very
sensitive matter.

Pre-packs
“Pre-packs” (2006)
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‘That the IS and the RPBs should require administrators, when reporting on “pre-packs” to the body of creditors,
to give a prompt reasoned explanation of why they decided against putting the business up for sale on the open
market even for a short period and why so doing would have been detrimental to obtaining a better price for the
business. They should also to draw their IPs’ attention to the potential conflict of interest in accepting an
appointment as administrator having advised the company on the “pre-pack”.’
The former recommendation was taken up in the accelerated production of SIP16 but not the latter as it was stated
by the JIC that the monitors already had regard to ethical considerations in the new draft insolvency ethical code
when looking at such cases.
“Pre-packs” (2008)
‘That the IS and the insolvency regulators should check that all reasonable steps have been taken to market the
business or to approach other possible buyers, monitor compliance with SIP16 and check for wrongful or
fraudulent trading.’
This was taken up. The IS has monitored IPs’ reports for the last 12-months to assess their compliance with SIP16.

Reports under the Company Directors Disqualification Act 1986 (2006)
‘That the government’s action in cancelling a substantial proportion of the planned investigation programme into
IPs’ reports under the CCDA 1986 (“D Reports”) is damaging to the public interest.’
This concern was echoed by the JIC and others urging that sufficient resources be made available so that
misconduct may be investigated in all appropriate cases. We have subsequently been reassured by the IS that their
track record in investigating D Reports is now substantially improved.

Complaints handling
Complaints handling by IPs (2007)
‘That the IS and the regulators require all their IPs to ensure that their firms’ complaints handling systems include
an option for making redress. To enable any personal debtor to take a complaint related to poor debt advice to
an independent arbitrator. Also to seek clarification from the Financial Ombudsman Service (FOS) on its limits of
jurisdiction in relation to complaints against IPs.’
The regulators saw no benefit in imposing such requirements on IPs. However, those firms with standard Consumer
Credit Licences (CCLs) already had this facility, ie, access to the FOS by complainants and the possibility of
redress. But IPs in other firms covered by group CCLs held by their accountancy licensing body did not have this
facility for complainants. The IPC asked both the OFT and FOS to find a way to have the same option open to all
complainants regardless of what type of CCL the IP was working under.
Complaints handling (2008)
‘That all debtors who believe that they have been given bad advice by an IP are able to bring their complaint to the FOS.’
The RPBs through the JIC rejected this proposal.
‘That there should be a distinct complaints procedure for handling those complaints which fall short of the threshold required
for disciplinary action.’
This was being considered by the regulators but no action noted during 2009. The JIC felt that evidence or case study material
was needed in order to convince the accountancy RPBs that change was needed.
‘There should be a distinct complaints procedure for handling those complaints which fall short of the threshold required for
disciplinary action, eg, isolated cases of inadequate professional service.’
The JIC still had misgivings about such a redress-based system and had doubts about the legal status of any reward as regards
a bankrupts’ estate or as a windfall in an IVA. It saw no evidence that complainants were being disadvantaged by the existing
systems.
‘That there is an independent reviewer of complaints to whom a complainant can appeal if their complaint is rejected in the
first instance and that the independent reviewer should be able to award appropriate redress to complainants whose
complaint is upheld.’
The JIC considered that its Insolvency Guidance Paper dealing with complaints handling recommending that complaints
should be reviewed by another principal in the firm or by an independent practitioner was sufficient.
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Consultation papers and reports
Annual Review of Insolvency Practitioner regulation
The IS was invited to and made some comments on the IS draft review. The IPC welcomed the intention of the
IS to put its authorisation function at arm’s length from its overarching regulatory role. A number of other
amendments were suggested.
Encouraging Company Rescue
The IPC responded to the IS consultation launched in June aimed at improving further the rescue culture, giving
struggling but viable companies a greater chance to succeed, thus saving jobs where possible and providing
better returns for all creditors. The IPC supported the proposed introduction of a moratorium for larger
companies entering a CVA.
Debt Management Schemes – delivering effective and balanced solutions for debtors and creditors
The Ministry of Justice published consultation paper CP09/09 on 18 September. Together with BIS and the IS it
proposed three options: the status quo; best practice codes and other non-statutory regulation or commence
the powers in the Tribunals, Courts and Enforcement Act (TCEA) 2007 to introduce statutory repayment plans.
The IS responded to the MoJ questionnaire by the due date, favouring a variant of the second option.
OFT market study into corporate insolvency
The IPC was invited to a meeting with the OFT on 18 November to discuss the study which aimed to look at the
structure of the market, the appointment process for IPs and any features in the market which could result in
harm, such as higher fees or lower recovery rates for certain groups of creditors. The IPC gave its views
regarding fees, complaints, regulation, creditors, the appointment process, the charging process, market share,
structure and developments.
The IVA Standing Committee
The IPC continued to attend the Committee an observer. During the year the IPC Chairman attended 5 meetings
of the main committee and two meetings of its Market Information sub-committee. Another IPC member
attended a third sub-committee meeting in his place. A total of 8 meetings in all were attended. The IPC
continued to press for more and better statistics on IVAs and, particularly, pressed for fair treatment of equity in
family homes during the course of an IVA. A Debtor’s Guide was also produced during the year – another
publication that the IPC had been keen to see produced. More information about Debt Management Plans was
another item on the agenda, largely following IPC pressure for statistics now that IPs are required to explain all
available options to debtors.
SIP Forum
Four members of the IPC attended the JIC’s one day forum on the revision of Statements of Insolvency Practice.
It was agreed that revisions to existing SIPs (and SIPs in the future) should be subject to a public consultation
process, to ensure that SIPs are properly focused on the needs of creditors, insolvents and practitioners.

Other meetings
6 IPC meetings – one attended by the Inspector General of the IS
The Office of Fair Trading
The Financial Ombudsman Service
The Money Advice Trust
The Insolvency Service
The Joint Insolvency Committee
The Insolvency Practitioners Association
R3
ACCA
IPR Services Limited
INSOL International
Insolvency Practices Council
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Courses and conference attendance
R3 Introductory course on Personal Insolvency
Tolley Tax and Corporate Restructuring
Mental Health seminar
R3 Lite conference in Chester
IS Insolvency Rules modernisation
IS 4th insolvency research conference
R3 Smaller Practice Group
Department of Work and Pensions
INSOL Europe
IPA annual conference
VAS User Forum
Money Advice Liaison Group

Other visits
IPA annual lecture
CCCS annual yearbook launch
PayPlan in Grantham
R3 All Party Insolvency Group reception
IPA roadshows in Birmingham and Manchester

Contacts
Contacts were made with the IPC via its website and on its telephone by 20 members of the general public
during the year.

Proposed Council Activities During 2009
Our aims for 2010 include the following:

•
•
•
•
•
•
•
•
•
•
•
•

Maintain contact with the Financial Ombudsman Service, the Office of Fair Trading, Citizens Advice, the
Money Advice Trust and the Bankruptcy Advisory Service;
Meet regularly with the Insolvency Service, the Joint Insolvency Committee and the RPBs plus R3 and other
bodies as appropriate;
Maintain pressure on the government and the insolvency profession to progress recommendations made in
previous IPC Annual Reports;
Continue to contribute to the work of the IVA Standing Committee and its Management Information subCommittee;
If necessary, continue to follow-up work with the insolvency regulators our recommendations following the
two pieces of Complaints Handling research undertaken by Nottingham Trent University;
Commission further research as appropriate;
Visit Scotland to meet the new Accountant in Bankruptcy;
Keep a watching brief on Scottish and Northern Irish insolvency developments;
Keep abreast of developments in the accreditation and monitoring of all providers of debt advice and
solutions and the work of the Debt Resolution Forum and DEMSA;
Attend relevant courses and conferences (supported for by a grant from the Barbican Trustees of Farringdon
Insurance Company Limited);
Respond to questions posed via the IPC website and telephone;
Monitor press reports concerning the insolvency profession.
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FUNDING AND COSTS

The members of the insolvency profession fund the IPC - the levy being equivalent to just under £55 per
insolvency licence holder. The IPC is run on a tight budget and benefits from the support and hospitality of some
of its members and R3. It is also supported by the Trustees of the Barbican Settlement of Farringdon Insurance
Company Limited who made grants for research and the attendance by IPC lay members on training courses,
mainly those run by R3.
The IPC’s costs during 2009 are shown in the following table:
Chairman's honorarium

15000

Chairman's travel expenses

2763

Lay Council Members' honoraria

23750

Council Members' travel expenses

7614

Secretary's salary including tax and NICs

34634

Secretary's travel expenses

1470

Meeting expenses

897

Secretariat running costs

3559

Annual Report, website maintenance and publications

4013

Training for IPC Lay Members (£5,000 grant from Barbican Trust)

5000

Total

Insolvency Practices Council

98700
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MEMBERS OF THE COUNCIL DURING 2009
Chairman
Geoffrey Fitchew CMG

Chairman of the Building Societies Commission 1994-2002, having worked in the
Treasury, the Cabinet Office and as a Director General in the European Commission in
Brussels. A member of the Determination Panel of the Pensions Regulator and of the
Actuaries’ Disciplinary Board.

Lay Members
John Hanlon

Independent Case Examiner for the Department of Work and Pensions (DWP).
Independent Investigator, the Financial Services Compensation Scheme

Dr Dianne Hayter

Chair, Property Standards Board and Legal Services Consumer Panel. Member, Board
for Actuarial Standards, NEST Board and Determination Panel of the Pensions
Regulator. Former Vice Chair of the Financial Services Consumer Panel and Chair of
the Labour Party's National Executive

Philip McNeill

A chartered accountant, chartered tax adviser, author and lecturer, currently involved in
providing training for debt advisers. He has been involved with the not-for-profit sector
for many years and specialises in tax debt

David Tracy

A senior executive with Barclays Bank (1988 – 2003). Non-executive director, University
Hospitals of Leicester NHS Trust

Malcolm Watkins

Director of Finance & Operations of the MND Association

Practitioner Members
Hamish Anderson

Partner with Norton Rose LLP and Chairman, City of the London Law Society
Insolvency Committee

Ron Robinson

Former partner of Begbies Traynor in Manchester and a Past President of R3

Peter Souster

Consultant to Baker Tilly Restructuring and Recovery LLP. A former Council Member of
R3 and Deputy Chairman of the ICAEW's Insolvency Committee

Secretary
Mike Stancombe
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Retired army officer, civil engineer and former Chief Operating Officer of R3
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Glossary of Terms used in the Report

AiB

Accountant in Bankruptcy – an executive agency of the Scottish Executive administering
personal insolvencies in Scotland.

CARB

Chartered Accountants Regulatory Board – regulates ICAI licensed IPs

CCCS

Consumer Credit Counselling Service – delivers debt counselling

CVAs

Corporate Voluntary Arrangements – Formal arrangements made by companies for payments
to be made to their creditors over a period of time under the supervision of an insolvency practitioner.

DAS

Debt Arrangement Scheme – for over-indebted individuals, applying in Scotland only.

DMP

Debt Management Plan - a non-statutory arrangement between a debtor and creditors, currently
not the subject of any formal regulatory process.

DRO

Debt Relief Order – introduced in England and Wales for over-indebted individuals whose income
and no assets are so low as to make it unrealistic to make any repayment of their debts.

DRF

Debt Resolution Forum – an industry body for debt resolution companies formed in 2006 with
administrative support from the IPA.

IPC

Insolvency Practices Council – represents the public interest in insolvency.

IP

Insolvency Practitioner – an individual licensed and regulated by the Secretary of State or one of
the RPBs to practise insolvency and take cases.

IS

The Insolvency Service – the agency of the Department for Business, Enterprise and Regulatory
Reform (BERR) that acts as the regulator of the RPBs.

IVA

Individual Voluntary Arrangement – a formal (statutory) arrangement made by debtors for
payments to be made to his/her creditors over a period of time under the supervision of an
insolvency practitioner.

JIC

Joint Insolvency Committee – the co-ordinating committee made up of representatives from the
RPBs and the IS to bring together a process for implementing changes and improvements to
insolvency practice and standards, and to respond to the recommendations made by the IPC.

PTD

Protected Trust Deed – in Scotland only (similar to IVA)

R3

Association of Business Recovery Professionals – the trade organisation for the insolvency
profession and responsible for training. Acts as a voice for the profession and drafts SIPs and coordinates changes to them on behalf of the profession.

RPB

Recognised Professional Body – a professional institution, authorised by the Secretary of State
for Trade & Industry for the purpose to set the ethical and professional standards for its members
being responsible for regulation, encouragement of proficiency of members, monitoring
performance, discipline and complaints.

SIP

Statement of Insolvency Practice – detailed standards relating to the day-to-day work of
insolvency practitioners.

SIVA

Simple Individual Voluntary Arrangement – proposed simplified IVA for consumer debtors.
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