Annex 5

EXAMPLE 4

In this example the bankruptcy order is made prior to 1 April 2004 and the official receiver has realised a motor vehicle in the bankruptcy pre 1 April 2004.

	Bankruptcy
	
	
	FTVA
	

	
	
	
	
	

	Assets
	£
	
	Assets
	£

	
	
	
	
	

	Monthly  IPO of £100

Over 3 Years

(net of agents collection fee)
	3240.00
	
	Monthly payment of £100

Over 5 years
	6000.00

	
	
	
	
	

	Other assets – 

Motor vehicle (net realisation)
	3800.00
	
	Other assets –

Credit balance from bankruptcy
	1619.53

	
	
	
	
	

	Total assets
	7040.00
	
	Total assets
	7619.53

	
	
	
	
	

	Expenses
	
	
	Expenses
	

	
	
	
	
	

	Administration fee
	320.00
	
	Bankruptcy costs -

(Not applicable – credit balance)
	

	Stationery fee
	175.00
	
	Disbursements –

Not applicable – credit balance)
	

	Gazette fee (inc VAT)
	22.47
	
	Supervisors fee IVA3 (15% x 1619.53 + 15% x £6000)
	1333.42

	Secretary of State fee

(15% x £3800 + 15% x £3240)

 
	1056.00


	
	
	

	Realisation fee 

20% of £3800

+ VAT

(NB. not charged on realisation post 1 April 2004 because revoked)


	760.00

  133.00
	
	
	

	Distribution fee

Distribution (time and rate) plus VAT  
	188.00
	
	
	

	Disbursements:
	
	
	
	

	· Advertising
	150.00
	
	
	

	· Insurance


	50.00


	
	
	

	Total expenses
	2854.47
	
	Total expenses
	3080.47

	
	
	
	
	

	Amount available for creditors
	4185.53
	
	Amount available to creditors
	6286.11


General assumptions

 

1) The example assumes the nominee fee is paid by a third party or from assets excluded from the bankruptcy.

2) The bankruptcy deposit is excluded from both calculations above for the following reasons -

1. The deposit is not included in the bankruptcy side of the calculation, as it does not make a significant difference.

2. In an FTVA the bankruptcy deposit would be repaid to the person who made it. If it was a debtor’s petition it would be repaid to the bankrupt and the bankrupt should account for this in his proposal, but it is excluded from the above calculation as a specific item.

 

 

Bankruptcy information assumes -:

 

1) The bankruptcy order made on 1 March 2004 and on the making of the bankruptcy order the estate account is charged with the administration fee, stationery fee and gazette fee.

2) Income - £100 IPO/IPA over 3 years = £3600. Agents collection fee of 10% is charged on this (£360) and the agents account to the Official Receiver net of this fee.

3)  Motor vehicle sold by agents on 26 March 2004; the realisation of £3800 is net of the agent’s fee of  £200.

4) No income payments have been realised pre 1 April 2004. 

5) Petitioning creditors costs are nil: debtors own petition.

6) There are less than 25 creditors (the number of creditors affects amount of stationery fee charged).

7)  No meeting of creditors is held and the official receiver is trustee.

8) Distribution – This example assumes the distribution is made post 1 April 2004 and assumes Time and Rate of 4 hours at £40 (B1 London rate) = £160 + 17.5% VAT =£188.

 

 

FTVA information assumes:-

1) Motor vehicle sold in bankruptcy prior to FTVA - the credit balance is transferred to the FTVA from the bankruptcy. This is calculated as follows  - £3800 (realised from motor vehicle) less administration fee (£320), stationery fee (£175), gazette fee (£22.47), Secretary of State fee (£570), realisation fee + VAT (£893), and disbursements (£150 and £50) = £1619.53

2) Bankrupt agrees to pay £100 per month over the increased period of 5 years.

3) Petitioning creditors costs are nil: debtors own petition.
4) Assumes no monies have been realised under the IPO prior to the FTVA.
5) Supervisor’s Fee (Fee IVA3) – charged at 15% on asset realisations made post 1 April 2004 (i.e. £6000 received from the bankrupt in monthly payments and the credit balance from bankruptcy of £1619.53).

 

 

CONCLUSION 

 

Even though the assets in the proposed FTVA only total £10,000, on the face of it, the creditors will be significantly better off in an FTVA than in the bankruptcy. 

 

However, other considerations are:-

· The level of liabilities:  the higher the liabilities, the lower the p in the £.  eg. If, in this case, there are liabilities of £20,000, creditors would get 31p in the £ in the FTVA and only 21p in bankruptcy.  If the liabilities are £200,000, then creditors would get 3p in the £ in the FTVA and 2p in the £ in bankruptcy.  However, if the liabilities were significantly less, say £8,000, creditors would get 79p in the £ in the FTVA,  and 52p in the bankruptcy.

· The number of creditors:  if there is only 1 creditor, they might be willing to accept this proposal as they would get £2101 more in the FTVA than they would in the bankruptcy.  However, if there are 20 creditors, it probably wouldn’t be worthwhile.  The Supervisor’s fee of 15% on asset realisations has been set based on an average number of creditors and liabilities so it will be necessary to consider the economic viability of a case which has a lot of creditors.

The key considerations are –

· Will creditors be better off than they are in the bankruptcy?

· Are creditors likely to accept the proposal (p in £)?

· Is it economically viable for the OR to manage the distribution (number of creditors)?

 

