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This Annual Report makes four recommendations, three of which are addressed to the insolvency profession
and the Recognised Professional Bodies (RPBs) which regulate them or to the Insolvency Service (IS) and one
to the Government. They are set out in full along with the reasons for them on pages 7-10 of the report. In brief,
they are:-

• Individual Voluntary Arrangement statistics

The IPC welcomes the intention of the Insolvency Service (IS) to provide the RPBs with quarterly statistics,
showing the completion/failure rates of Individual Voluntary Arrangements (IVAs) for individual IPs acting as
Supervisors. The RPBs should use this information to monitor the performance of their IPs and to seek
explanations from those IPs whose failure rates are significantly above the national average. The RPBs and
the IS should consider publishing the completion/failure rates of IVAs by individual IPs. The IS should seek to
remove the legal obstacles to collecting regular electronic data on the financial outcomes of individual IVAs
and should then as soon as possible make this data available to the RPBs to facilitate effective monitoring.

• Pre-packaged administrations

The IS and the RPBs should require IPs acting as Administrators of insolvent companies to report promptly to
the full body of creditors when they have executed a pre-pack sale of the insolvent business. The reports
should give creditors a reasoned explanation of why the IP decided not to advertise the business on the open
market and why doing so would have been detrimental to obtaining a better price for the sale of the business.
The RPBs should remind their IPs of the potential for conflicts of interest in relation to pre-packs, if they accept
an appointment as Administrator having previously advised the directors, or managers of the insolvent
company or connected third parties on the option of a pre-pack. There should be full disclosure by IPs of any
potential conflicts of interest in their reports to creditors; the RPBs should monitor this.

• Reports under the Company Directors Disqualification Act 1986

The IPC considers that the Government’s action in cancelling a substantial number of the investigations
planned under the CDDA in 2006/2007 is damaging to the public interest, because it materially weakens the
protection of the public in general and creditors in particular. The IPC urges the Government to remove as
soon as possible the restrictions on investigations it announced in December and to provide sufficient funding
to allow the DTI to investigate all adverse reports.

• Correspondence between the IPs/RPBs and Debtors/Creditors  

As recommended in previous IPC Annual Reports, the RPBs should give guidance to their IPs that, as a
standard of good practice, they should reply to all correspondence from debtors, creditors or the general
public within 10 working days. If a substantive reply cannot be given within that period, a holding reply should
be sent, indicating when a substantive reply will be sent. The RPBs should also monitor performance against
this standard so that, if necessary, disciplinary action can be taken against those who persistently fail to meet
the standard and thereby may bring the profession into disrepute.

During the year the IPC responded to consultation documents concerning the Memorandum of Understanding
and Principles for Monitoring issued by the IS, a revised Code of Insolvency Ethics issued by the Joint Insolvency
Committee (JIC), the Department of Constitutional Affairs’ Draft Tribunals, Courts and Enforcement Bill and
proposals from the IS for consolidating secondary insolvency legislation. IPC members also visited Scotland to
discuss the implications of the Bankruptcy & Diligence Bill then being considered by the Scottish Parliament.

IPC members had several discussions with representatives of the JIC about its recommendation that
documented appropriate advice to be given to debtors considering IVAs and on the risk of misselling IVAs to
debtors on low incomes. We were pleased to see that our recommendations were taken fully into account in a
revised Statement of Insolvency Practice Number 3. 
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This is the IPC’s seventh Annual Report.

As in 2005, the IPC’s work was dominated by the further rapid rise in personal insolvencies. The IS' statistics
showed that in the calendar year 2006 there were over 109,000 personal insolvencies in England & Wales and
Northern Ireland, of which some 64,000 were bankruptcies and 45,000
Individual Voluntary Arrangements (IVAs), representing increases of just
over one-third and 120% respectively. In Scotland there were 5,430
sequestrations and some 8,200 Protected Trust Deeds. In addition,
according to an estimate cited by the IS, some 200,000 personal debtors
entered informal debt management plans.

During the year the growth in personal insolvencies and its causes
attracted front-page news stories, editorial comment and controversy in
both the national media and in the specialized professional journals. In
the view of the IPC by far the most important causes are the much wider
availability of consumer credit and its intensive marketing to higher-risk
borrowers from the mid-1990s onward and, more recently, the rises in
interest rates, council taxes and the price of utilities. The changes
introduced by the Enterprise Act 2002 in the bankruptcy regime and the
heavy marketing of IVAs, which some press commentators and bank lenders have put forward as alternative
explanations, may well have influenced the timing and composition of the insolvencies, but have probably
contributed only marginally to the total number of individual debtors in distress.

In our last two Annual Reports we expressed concern that IVAs were being proposed for debtors who could not
sustain the levels of repayments promised to the creditors combined with the fees charged by Insolvency
Practitioners (IPs) for setting up and supervising the arrangements. We also argued for improvements in the
official statistics on the outcomes of IVAs to help the regulators and for tighter regulation and monitoring of IPs’
advice to debtors on the suitability of IVAs.

Though we believe there is still cause to be concerned about possible misselling, it is encouraging to be able to
report a number of positive developments on the regulation of IVAs and their marketing:

• The IS is now able to produce meaningful statistics on the completion/failure rates of IVAs both in aggregate
and for individual IPs acting as Supervisors. These will be supplied quarterly to the RPBs. This meets one of
the recommendations made in our last two Annual Reports;

• The RPBs, through the Joint Insolvency Committee (JIC), have accepted our recommendation that all IPs
must give full information about all available options and documented advice to personal debtors on the
option most appropriate for their circumstances when an IVA is under consideration. IPs will also be required
to satisfy themselves that the debtors have sufficient income to sustain the payments required by an IVA. This
should minimize the risk of misselling IVAs to debtors on low incomes;  

• Action has recently been taken by the Office of Fair Trading to discourage potentially misleading advertising
by IVA providers (this responds to representations made by some of the RPBs, by ourselves and some of the
market participants);

• The banks and other creditors have instructed their representatives on creditors’ committees to reject IVA
proposals for debtors whose only financial resources for making the required payments come from social
security benefits;

• Steps are being taken by the IS and the RPBs to increase the frequency and thoroughness of monitoring the
performance of the large IVA processing firms. We understand that IPs working for such firms will be reminded
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of the need (mentioned in our Annual Report for 2005) for them to meet their professional responsibility to
ensure that appropriate advice is given to debtors; and

• At a forum organised jointly by the IS and the British Bankers Association (BBA) in Birmingham on 17 January
2007 (the IVA Forum) the major lenders (bank and non-bank), IPs and their RPBs and consumer
representatives met to negotiate on how the setting up and processing of IVAs could be improved in the
interests of all parties concerned. The aim is to produce agreed proposals by mid-April.

The developments described above are all welcome, but more remains to be done. The next steps should
include:

• The IS seeking powers to provide regular information in electronic form to the regulators in the RPBs on the
detailed financial outcomes of all IVAs proposed by their members, so that the monitoring of individual IPs’
performance can be better targeted and more effective;

• The setting of benchmarks by the RPBs for improving IVA acceptance and completion rates.  According to
the IS’ statistics around 27-28% of IVAs proposed fail, but we believe there may be significant variations
around this average;

• Further research  into why IVAs fail. We understand the IS is setting up a  research project on this subject; and

• Reducing the costs and fees of IVAs. We recommended in our last Report that the risk that an IVA may fail
should be shared between the supervising IPs and the creditors by ending the practice under which the IPs
take much or all of their supervisory fees up front before any payment is received by the creditors. This would
strengthen the incentive for IPs to satisfy themselves that the debtors would be able to sustain their payments
over the life of the IVA. This idea was widely supported at the IVA Forum and we hope it will be successfully
followed up. Other ways of reducing the costs of the IVA procedure may still require legislation under the
Simple IVA (SIVA) initiative, but the more that can be agreed in advance between the market participants the
better.

The IPC’s remit is limited to the ethics and professional conduct of IPs. However, in today’s market place the
frontier between IPs and other debt advisers is rapidly disappearing. Over the last five years IVAs and other “debt
solutions” have (like personal loans and credit cards) been commoditized and the business model for providing

them has changed radically. Individual debtors who get into
difficulties are faced with a bewildering range of products, all
of them heavily advertised as the “solution” to their debt
problems. An increasing number of debt advice
organisations (both in the commercial and not-for-profit
sectors) provide telephone advice and services from call-
centres on IVAs, informal debt management arrangements
and remortgages. During the year the IPC has had
discussions with a number of debt advice providers to get a
better understanding of their methods of operation. 

We believe that in this rapidly changing market all debt
advisers, who hold themselves out as offering independent
advice, whether in the commercial or not-for-profit sectors,
should accept similar obligations to those required of IPs to

provide clear and accurate information about all the options available and give documented appropriate advice
to the debtors who contact them. We have accordingly suggested to one of the four working parties set up
following the IVA Forum that IPs, the debt advice firms and the IS should work together to produce a “plain
English” guide to be given to all debtors in difficulties setting out a neutral factual description of the
characteristics and advantages and disadvantages of all the main remedies, whether formal or informal,
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available to debtors. We also consider there is a need for more disclosure about success and failure rates of
informal debt solutions such as  debt management arrangements. We welcome the work under way in the Debt
Resolution Forum, representing many of the firms in the commercial debt advice sector, with assistance from the
Insolvency Practitioners Association (IPA), to set up a self-regulatory accreditation system and the similar efforts
being made in the voluntary sector by the Money Advice Trust.

The IPC’s remit is not limited to personal insolvency. In 2006 we have taken a close interest in two aspects of
corporate insolvency; first, the growth of so-called “pre-pack” sales of insolvent businesses and, second, the
cut-backs in the work of the IS in investigating the reports made by IPs in their capacity as office-holders on the
conduct of the directors of insolvent companies. We make recommendations on these two topics.

We made two visits to Scotland during the year for discussions with the Scottish RPBs and to inform ourselves
on the proposals for changes in Scottish insolvency procedures contained in the Bankruptcy and Diligence Bill.
The Bill was finally adopted by the Scottish
Parliament on 30 November last year.  Some details
about its contents are given later in this report. We
plan to keep an eye on how the new legislation is
implemented and on its effects.

Finally, I would like to express my thanks to all my
colleagues on the IPC for their dedicated and
thoughtful contributions to the Council’s work and to
Mike Stancombe, our Secretary, for his hard work,
organisational skills and enthusiasm. My particular
thanks also go to Gill Hankey who retired from the
Council in December after seven years. Gill’s deep
knowledge and understanding of the personal debt
scene and the forthright expression of her views
have made a substantial contribution to setting the IPC’s agenda. We wish her well in continuing to run the
Bankruptcy Advisory Service and intend to keep in touch with her in the future.

Geoffrey Fitchew
Chairman
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• IVA Statistics 

The IPC recommended in its Annual Report for 2004 that the insolvency profession should gather statistics
on the completion and failure rate of IVAs so that a proper assessment can be made of the effectiveness of
this particular vehicle for dealing with individual insolvencies, and to meet its obligations for public
accountability. Following improvements in the software at its Birmingham Register the IS  has now made a
commitment to supply the RPBs with quarterly statistics, showing the completion and failure rates of the IVAs
set up and supervised by each of the IPs they license. We understand that the data for the last six or seven
years show a failure rate of around 27% in the first part of the period, subsequently falling to about 25%.  

The further recommendation made in the IPC Annual Report for 2005 that the IS should collect and make
available regular annual data on the financial outturns of individual IVAs in electronic form has not yet been
taken forward as this would require new secondary legislation. 

*Recommendations

We recommend that the RPBs should now use the quarterly completion/failure statistics on IVAs,
supplied by the Insolvency Service, to monitor the performance of their individual IPs and the firms
employing them and to ask for explanations from those IPs whose failure rates are significantly higher
than the national average. We also recommend that the RPBs and the Insolvency Service should
consider publishing the completion/failure rates of individual IPs in a form readily accessible to
creditors and the general public.

We recommend that the IS should seek to remove the legal obstacles to collecting regular data in
electronic form showing the financial outcomes of IVAs and should then as soon as possible supply
this data to the RPBs for use in monitoring the performance of their IPs.

• Pre-packs

“Pre-pack” is the term used to describe the sale of an insolvent business by an IP appointed as the
Administrator of the insolvent company under the Insolvency Act 1986 (as amended by the Enterprise Act
2002) on the basis of an agreement negotiated before the Administrator is appointed. The sale, which is
sometimes, though not always, made to the previous directors or managers of the insolvent business, is then
rapidly executed by the Administrator without the business being offered on the open market and without prior
consultation with the full body of creditors.

During 2006 there was a lively debate within the insolvency profession and outside on whether pre-packs, the
use of which appears to be increasing, were sometimes being resorted to where they were not justified. 

There is a wide consensus between insolvency practitioners, their regulators and creditors’ representatives
that the pre-pack is a necessary and useful tool for saving a business where any delay in selling the business
or the process of marketing it are likely to destroy or reduce its realisable value (an example is where the sole
assets of the insolvent company are its staff). The IPC shares this view. However, two concerns about the way
in which pre-packs are operated were also expressed in the debate.

The first is that in some cases pre-packs are being used when the business could and should have been
marketed more widely, even for a short period of time, to see whether any higher offers were forthcoming. The
second is that serious conflicts of interest can arise if an IP, who has been acting as an adviser to the original
company, to its directors or managers or to an interested third party, is subsequently appointed as the
Administrator to execute a sale, on which he or she may have previously given advice to one or more of the
interested parties. The Administrator is required to have regard to the interests of all the creditors (including
the unsecured creditors) in deciding what should be done with the insolvent company or its business in
accordance with the priorities set out in the Enterprise Act 2002. He or she also has to consider whether the
conduct of the directors of the insolvent company has been appropriate in the period preceding the
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insolvency and to report on this to the Secretary of State. If the IP appointed as Administrator has previously
been advising the original company, its directors or managers or a connected third party on the company’s
future, he or she will face a risk of “self review”, i.e. having to assess the appropriateness of his/her own
previous advice.  In these circumstances the IP needs to consider whether he or she will be seen as
sufficiently independent to accept the appointment as Administrator.

We understand that the Insolvency Service is preparing (secondary) legislation, which would require
Administrators who have executed a pre-pack to make a full report to all the creditors explaining why a pre-
pack was used in the particular case. (The legislation would also enable fees earned by an IP prior to the
appointment of an Administrator to be recovered [subject to the creditors’ approval] from the proceeds of the
sale of the business through a pre-pack). The IPC welcomes this proposal. We think it is essential that the
Administrator should be required to include in his/her report to creditors a specific explanation of why the
business was not offered on the open market, even for a short period of time, and why doing so would have
been detrimental to the value of the business. A mere assertion that the pre-pack offer produces a higher price
than a valuer has estimated for a hypothetical sale should not be regarded as a sufficient justification for
setting aside the presumption that putting the business up for sale on the open market would normally be the
surest way of maximizing the return to creditors.

The IPC also considers that further action is needed to ensure that IPs are seen to deal appropriately with the
conflicts of interests described above.

Arguments have been put to us that the conflict of interest can be discounted without detriment, because the
IP can reasonably be expected to have been giving consistent “seamless” advice both pre- and post-
appointment as Administrator. It is also argued that the need for an independent administrator is lessened,
because normally in a pre-pack there is no money left over for the unsecured creditors. We do not find these
arguments persuasive. The first ignores the fact that the conflict of interest test, as stated in the DTI’s
“Guidance to Professional Conduct and Ethics for persons authorised by the Secretary of State as Insolvency
Practitioners", is whether “the objectivity of the IP in carrying out a subsequent insolvency appointment might
be, or be seen to be, impaired” (emphasis added). The second argument begs the question as to whether
an open market sale of the business might have produced a better price. In any case, when there is no money
left for the unsecured creditors the need for an independent report on the conduct of the directors is more
than usually important for them, particularly where the business is being sold back to directors. 

*Recommendations

We recommend that the Insolvency Service should require Administrators, when reporting on a pre-
pack to the full 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 doing so would
have been detrimental to obtaining a better price for the sale of the business.

As regards conflicts of interest in relation to potential pre-packs, the RPBs should draw their IPs’
attention to the existing ethical requirement on IPs to consider, before taking any appointment as an
office-holder of an insolvent business, whether any previous material business connection they may
have had with the insolvent company, its directors, managers or other connected third parties may put
in question, or be seen by other parties to put in question, the independence and objectivity the office-
holder needs to have.  We further recommend that the RPBs consider whether any more detailed
guidance should be given to the profession on this matter.

We also recommend that the RPBs should monitor how Administrators have handled potential conflicts
of interest in pre-pack cases. To facilitate monitoring, IPs who accept appointments as Administrators
in pre-pack cases having previously been involved in advising the company, its directors or managers
or other connected third parties on the option of a pre-pack sale, should disclose this connection in
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their report to the full body of creditors and explain how they have handled the potential conflict of
interest.

• Reports under the Company Directors Disqualification Act 1986 

Official Receivers and IPs appointed as Administrators, Administrative Receivers or Liquidators dealing with
insolvent companies are required by the Company Directors Disqualification Act 1986 to report to the
Secretary of State any suspected unfit conduct by the directors of the insolvent company. It is then the
responsibility of the IS to decide whether to investigate these cases and recommend to the Secretary of State
if any action against the directors is justified in the public interest. The IS  has to act on these cases within 2
years from the date of the insolvency.

The IS informed all IPs in a Dear IP letter of December 2006 - Issue No 29 that, because of unforeseen
demands on their budgets, it had been necessary to cut the funds available for investigating IPs' reports on
directors (D Reports) and that accordingly its investigators would not be able to complete all the investigations
planned in financial year 2006/2007. We understand that as a result no further action could be taken on some
500 D Reports, because the two year time-limit had expired. In order to achieve the financial savings required,

DTI Ministers agreed new guidance which limits
further investigations to cases of high public
interest, cases likely to attract periods of
disqualification of 7 years or more and a minority of
cases likely to attract periods of disqualification of
4-6 years. A majority of the latter category and all
cases likely to attract a period of disqualification of
2-3 years were to be given no further attention. 

The IS reassured IPs that expenditure on
enforcement work will be restored to planned levels
for financial year 2007/2008. It is unclear whether
this means that all cases likely to attract a period of
disqualification of any length will be reviewed in
future years. The Dear IP letter states only that the

guidelines introduced in December will be “kept under continual review”. DTI Ministers have also announced
that the cost of investigating and taking action on D Reports will now be met out of the assets of bankrupted
estates rather than out of general taxation. We understand that since this change in funding took place the
number of investigations have increased, but still do not cover all cases that might attract a period of
disqualification.

The prompt and thorough investigation by the IS of IPs’ D Reports on the conduct of the directors of insolvent
companies and effective follow-up action, wherever justified, are clearly crucial to the Government’s efforts to
protect the general public against the abuse of limited liability status by unfit directors and to foster trust and
confidence in commercial markets. 

These goals were emphasised by the National Audit Office in October 1993 in a report that criticised the
performance of the IS on this matter at that time. A programme of remedial action was proposed by the Public
Accounts Committee in May 1994 and then a further report by the NAO in 1999 congratulated the Insolvency
Service on remedying the deficiencies identified in its 1993 report.

*Recommendation

The IPC considers that the Government’s action in cancelling a substantial proportion of the planned
investigation programme into IPs' reports (D Reports) under the Company Directors Disqualification
Act 1986 in 2006/2007, is damaging to the public interest. The effect is that a significant number of 
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D Reports, which identify directors whose conduct may have made them liable to disqualification as
unfit, were not investigated.  We would be seriously concerned if the restrictions on investigations
introduced last December were to continue for any length of time.  This would materially weaken the
protection of the public in general and creditors in particular, which the CDDA is intended to provide.
The IPC accordingly urges the Government to remove as soon as possible the restrictions on
investigations announced in Dear IP of
December 2006 - Issue No 29 and to provide
sufficient funding to allow the DTI the
discretion to investigate all the reports, which
provide prima facie evidence of conduct by
directors likely to attract a period of
disqualification.

• Correspondence between the IPs/RPBs and
Debtors/Creditors

As long ago as 2000 the IPC recommended that
there should be a standard of best practice to
ensure that IPs keep debtors and creditors
informed in a meaningful way of what is
happening. It was suggested that a standard should be set that correspondence would be answered within
10 working days. This recommendation has featured regularly in IPC annual reports since that time. Although
some guidance has been provided to IPs in general terms and the subject has been discussed in the JIC
again last year, it has still not been resolved to the satisfaction of the IPC. The recommendation from the IPC
Annual Report for 2005 is therefore repeated again this year.

*Recommendations

We recommend that all the RPBs should give guidance to their IPs that, as a standard of good practice,
they should reply to all correspondence from creditors, debtors or the general public within 10 working
days.  If a substantive reply is not possible within that period, a holding reply should be sent, indicating
when a substantive reply will be given. The JIC should incorporate this as a statement of good practice
in the revised ethical guide currently under discussion (or wherever deemed most appropriate). The
RPBs should also take appropriate action to monitor and, if necessary, discipline IPs who persistently
fail to meet this performance level. The RPBs should meet the same standards in their own
correspondence with complainants and other members of the public.

Recommendations 2006 continued ipc
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The IPC’S activities in 2006 were focussed on four main issues:

• Better regulation of and improved statistics on IVAs;

• Concerns about the inappropriate use of, and the disregard of conflicts of interest in pre-packs;

• Following developments in new Scottish legislation on insolvency; and

• Getting a better understanding of the wider “debt advice” market and of non-statutory options for dealing with
the problems of distressed personal debtors.

IVAs: Better Regulation

In last year’s Annual Report we recommended that the RPBs should stop the misselling of IVAs to debtors on
low incomes, in particular those reliant on social security benefits, and require IPs to give documented advice to
debtors on the most appropriate option for their circumstances. Last February we heard further evidence
supporting this concern from PricewaterhouseCoopers LLP. We discussed our concerns with the JIC, with the IS
with individual IPs and with Citizens Advice for both England & Wales and for Scotland. The Chairman was also
interviewed on this matter on the BBC Radio 4 programme Inside Money on 29 July.

We are glad to report that in response to our concerns the JIC has issued a revised SIP3, which requires IPs to
inform debtors of all available options and to ensure that they are given advice as to which option is most
appropriate for their circumstances. IPs must also satisfy themselves that debtors have sufficient income to
sustain the IVA proposed for them. The major creditors have also instructed their representatives on creditors’
committees to reject IVAs proposed for people on benefits. We will continue to remain alert for any evidence of
misselling through our contacts with the CAB and other independent debt advisers, including Gill Hankey of the
Bankruptcy Advisory Service who left the IPC at the end of last year.

The marketing of IVAs in the media was criticised during the year both by some of the creditors and by
consumers’ representatives such as the CABs. The IPC shared these concerns and along with some of the
regulators has drawn the OFT's attention to instances of excessive claims being made in television and Internet
advertisements. The OFT has recently ordered a number of firms with Consumer Credit Licences to amend their
publicity where it was inaccurate, unclear or misleading.

Improvement in IVA Statistics

We have continued our discussions with the IS about the Recommendations in our Annual Reports for 2004 and
2005 on the need for them to produce regular statistics for the completion and failure rates of IVAs of individual

IPs from the information on their Birmingham public
register. The IS have now informed us that they
intend to supply completion/failure statistics for
each individual IP quarterly to the RPBs. They have
also told us that the failure rate of IVAs has been
around 27% in recent years.

Meetings and other Activities in 2006ipc
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Table 1 – Personal Insolvency Statistics 

IVAs and Bankruptcies in England & Wales and Northern Ireland between 1998 and 2006

Calendar Year IVAs approved Bankruptcy orders

1998 5024 20041

1999 7367 22012

2000 8245 21899

2001 6474 23769

2002 6502 24626

2003 7901 28113

2004 11201 36564

2005 20925 48108

2006 45125 63994

Source: The Insolvency Service

The Wider Debt Advice Market

The IPC noted during its meetings that the frontiers between the work of IPs and those of other debt advice
organisations were becoming more blurred. Most of the large IVA providers now effectively offer advice to
distressed debtors on the full range of options both statutory and informal for dealing with their problems and
are increasingly themselves providing both types of product. One of the major not-for-profit sector debt advisers
has recently announced its intention to provide IVAs. Individual debtors are therefore likely to be faced by a
bewildering range of products and advice on how to deal with their problems. We therefore decided that,
although our remit is the professional and ethical standards of IPs, we at least needed to acquire a better
understanding of the wider debt advice sector and the products it offers. 

We had discussions during the year with the Consumer Credit Counselling Service, Debt Free Direct, the Money
Advice Trust (MAT) and, as mentioned earlier, the CABs and the OFT (which licenses many of the debt advice
firms). Through our contacts with the Insolvency Practitioners Association (IPA) we kept in touch with the efforts
to create common professional standards for the commercial debt advice sector, which led in October 2006 to
the setting up of the Debt Resolution Forum (DRF) which embraces a large number of the commercial firms in
the sector. The DRF aims, with the support of the IPA, to establish an accreditation system with common training
standards and a self-regulation system based on common professional and ethical standards. We think this is
a promising initiative, though a good deal of work remains to be done to achieve the goals the DRF has set itself.

We were likewise pleased to learn of the similar efforts being made by the MAT to establish common standards
for debt advisers in the not-for-profit sector. Together with the work launched by the recent IVA Forum in
Birmingham organised by the IS and the BBA, these initiatives have opened up the possibility of establishing
common professional standards for the whole personal debt advice sector. This would be a highly desirable
outcome. We will continue to watch developments with interest.

Pre-packs

We were alerted to the controversies surrounding pre-packs by lively debate initially conducted in the
professional journals last year. Criticisms were made that IPs were seeking this route for companies, which
should have been offered for sale on the open market or, in some cases, when liquidation would have been more

Meetings and other Activities in 2006 continued ipc

12 Influencing the standards of the insolvency profession Insolvency Practices Council



appropriate. Critics also highlighted the conflicts of interest that could arise for IPs who had been involved in
advising the company, its directors or other connected parties and subsequently became the Administrator. We
discussed these issues with the IS, the JIC and with the RPBs.  Several members of the IPC also attended a
seminar on pre-packs organised by Ernst & Young LLP.  We have made some recommendations on pre-packs
earlier in this report.   

Scotland

IPC members visited Edinburgh in May to learn more about the proposals in the draft Bankruptcy & Diligence
(Scotland) Bill and other developments on the Scottish insolvency scene. We met with the Scottish Executive,
the Deputy Accountant in Bankruptcy, the two Scottish RPBs and Citizens Advice Scotland. The Chairman was
subsequently a speaker at the ICAS annual insolvency conference in November.

Our discussions covered the proposals for Protected Trust Deeds (PTDs) which are to be implemented in May
2008 at the earliest, and the proposals to amend Debt Arrangement Schemes that had received a lower than
expected take up. The latter are to be changed to suspend interest from the date of implementation of a scheme.
A proposed shortened bankruptcy procedure for low income/low asset cases (LILAs) was discussed with the
Accountant in Bankruptcy (AiB) to whom people will petition direct.

Table 2 – Sequestrations and Protected Trust Deeds in Scotland

Calendar Year Sequestrations PTDs

1998 3016 1449

1999 3195 2144

2000 2965 2801

2001 3048 3779

2002 3215 5174

2003 3328 5452

2004 3297 6024

2005 4065 6881

2006 5430 8208

Source:  The Insolvency Service

It was noted that, unlike in England & Wales and Northern Ireland, the number of PTDs (the Scottish equivalent
of IVAs) outstripped sequestrations (bankruptcies) in Scotland since 2000 although this trend is expected to
reverse in 2007. The Bankruptcy & Diligence (Scotland) Bill was finally passed in the Scottish Parliament on 30
November and is due to be implemented in December 2007. The provisions of the Act in summary are:

• The one-year discharge for bankrupts undergoing sequestration (this parallels the one-year discharge
introduced in England, Wales and Northern Ireland by the Enterprise Act 2002);

• The introduction of Bankruptcy Restriction Orders and Bankruptcy Repayment Undertakings;

• Significant reforms of the regulation of Protected Trust Deeds (the nearest Scottish equivalent to IVAs);

• Reforms to improve the take-up of Debt Arrangement Schemes (originally introduced in 2004);

• The amalgamation of the offices of Interim and Permanent Trustees;
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• Repeal of the trustees' residence requirement;

• Debtor applications to be handled by the AiB rather than the Court; and

• The minimum debt limit for Apparent Insolvency threshold increased to £3,000.

IPC Research

The IPC considered commissioning its own
research into pre-packs and complaints handling in
the insolvency profession. As R3 had already
commissioned research into pre-packs (by Dr
Sandra Frisby of the University of Nottingham)
which will cover the points of interest to us, we
decided just to commission an IPC project on
Complaints Handling and Disciplinary Procedures
in early 2007. Funds are available for this purpose
from a grant by the Trustees of the Barbican
Settlement. We have also had discussions with the
IS about the feasibility of a research project into the
reasons why IVAs fail and we are pleased to note
that the IS is now taking this forward.

Other Meetings in 2006 

During 2006 the IPC met on seven occasions.

• The Chairman and Secretary had several meetings with members of the Insolvency Service and also on four
occasions throughout the year with the Chairman and Secretary of the JIC;

• The Chairman and Secretary had meetings with members and staff of the IPA, ICAEW, ICAS and ACCA;

• The Chairman and Secretary met with the President and Chief Operatiing Officer of R3. The Chairman also
attended an R3 regional meeting on IVAs and other members were delegates at the R3 Smaller Practice
Group annual Forum;

• One of the IPC lay members took part in the debate at the Money Advice Liaison Group annual conference,
also attended by three other IPC members; 

• Two members of the IPC attended the Credit06 conference;

• Several members attended the IS meeting to discuss the Bankruptcy Courts Survey research results, an IS
evaluation seminar on the Enterprise Act 2002 and a meeting about future research;

• IPC lay members attended a number of training courses, mainly those organised by R3, thanks to the grant
made available for this purpose by the Trustees of the Barbican Settlement; and

• The IPC submitted comments to the consultation papers on the Memorandum and Principles for Monitoring,
the Consolidation of Secondary Insolvency Legislation, the draft Tribunals, Courts and Enforcement Bill and
the Insolvency Code of Ethics. 
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Our aims for 2007 include to:

• Meet regularly with the IS, the JIC, the RPBs, R3 and other bodies as appropriate, eg, the OFT and the BBA;

• Participate in the efforts to improve the working of IVAs following the IVA Forum held in Birmingham in January
(the IPC participated in a Working Party on Compliance and Regulation held in February);

• Maintain pressure on the RPBs and the insolvency profession to progress the recommendations made in this
Annual Report;

• Keep in touch with the implementation of the Bankruptcy & Diligence (Scotland) Bill  and maintain contact with
the Accountant in Bankruptcy and  Citizens Advice Scotland;

• Visit the RPBs and IPs in Northern Ireland;

• Keep abreast of developments in the wider debt advice market through contacts with Citizens Advice, the
MAT, the Debt Resolution Forum and the Bankruptcy Advisory Service and by visiting a selection of
commercial and not-for-profit debt advice organisations;

• Respond to government consultation papers on relevant issues, eg on SIVAs;

• Attend relevant courses and conferences; 

• Address conferences and regional R3 meetings on the work of the IPC when invited;

• Monitor press reports concerning the insolvency profession; and

• Respond to questions posed via the IPC website and telephone.

FUNDING

The members of the insolvency profession fund the IPC - the levy being equivalent to £50 per insolvency licence
holder. The levy has remained at this level for three years. 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 future research and the attendance
by IPC lay members on training courses, mainly those run by R3, during 2006. 
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AiB Accountant in Bankruptcy – an executive agency of the Scottish Executive administering personal 
insolvencies in Scotland. 

CABs Citizens Advice Bureaux

CCCS Consumer Credit Counselling Service – a registered charity which assists people in financial difficulty.

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.

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

DCA Department of Constitutional Affairs – issued the consultation paper on the choice of paths open to 
over-indebted individuals in England and Wales.

DMCs Debt Management Companies – that give advice and manage debt for the consumer debtor either 
taking a fee or receiving payment from the creditors. Currently not the subject of any formal regulatory 
process.

DROs Debt Relief Orders – 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.

DTI Department of Trade & Industry

ICAEW Institute of Chartered Accountants in England & Wales

ICAS Institute of Chartered Accountants of Scotland

IPA Insolvency Practitioners Association

IPC Insolvency Practices Council – represents the public interest in insolvency.

IPs Insolvency Practitioners – individuals licensed and regulated by the RPBs to practice insolvency and 
take cases.

IS The Insolvency Service – the agency of the Department of Trade and Industry that acts as the 
regulator of the RPBs.

IVAs Individual Voluntary Arrangements – formal arrangements made by debtors for payments to be 
made to their 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.

PTDs Protected Trust Deeds – in Scotland only (similar to IVAs)

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 co-ordinates changes to SIPs.

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

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

SIVAs Simple Individual Voluntary Arrangements – proposed simplified IVAs for consumer debtors.

VAPs Voluntary Arrangement Practitioners – proposed practitioners who would be empowered to deal 
only with VAs (probably only IVAs).
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