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Foreword

The provisions outlined in this consultation form part of the Government's ongoing strategy for dealing with the consequences of indebtedness and modernising the court's role in dealing with insolvency. 
The increase in bankruptcies over the last four to five years has placed HM Court Service (HMCS) under considerable pressure, has contributed to significant delays for some debtors wishing to file a petition for bankruptcy and occupies court time that could otherwise be used in the core business of the courts – dispute resolution. 

This, coupled with the introduction by the Tribunals Courts and Enforcement Act 2007 of a new individual insolvency procedure, the debt relief order (DRO), which will allow the Official Receiver to make a DRO administratively, has prompted us to consider whether it is time to reconsider the role of the court in the debtor petition process and whether that part of the process could be undertaken by The Insolvency Service. This consultation sets out our initial findings and seeks your views on the way forward.

We have carried out an initial study into the feasibility of removing the court from the debtor petition process. We believe that with legislative change, it is possible for the order to be made administratively by the Official Receiver
.  This would enable the courts to focus on those aspects of the bankruptcy process which involve a dispute, for example creditor petitions, bankruptcy restrictions order hearings, suspension of discharge hearings and public examinations
. 

I would like to take this opportunity to emphasise that the proposed changes only affect the debtor’s petition process and will not affect the way a bankruptcy order is administered once it is made nor will it affect the creditor’s petition process. Bankruptcy cases will continue to be dealt with by The Insolvency Service in the same way and the consequences of bankruptcy will remain exactly the same, including an investigation into the case where appropriate and the realisation of assets. The proposed changes will only affect the mechanism by which the order is made, and only in cases where the debtor wishes to be made bankrupt.

Graham Horne

Acting Inspector General

Introduction

1. Following representations from stakeholders, including the Ministry of Justice, expressing concern over the impact of the rising number of debtor petition bankruptcy cases on both debtors (in terms of the delay between presenting their petition and a bankruptcy order being made) and the courts themselves, The Insolvency Service (The Service) carried out a review of the options available for removing the court from the debtor petition process.  This consultation paper is seeking views on whether, with the necessary legislative amendments, this would be appropriate. 

2. The overall objectives in removing the courts from the petition process for debtors seeking to make themselves bankrupt would be: -

· To reduce, or remove, the delay that many debtors experience between presenting their petition and the bankruptcy order being made; and

· To ensure that the process is self-financing and that the overall cost is lower than the current cost.  

3. Over the last few years, the number of bankruptcy orders has risen sharply, particularly those orders based on debtors’ petitions, which currently constitute just over 80% of all bankruptcy orders made. HMCS are seeking “to ensure that capacity and resources [within HMCS] are not wasted on activities that could be better done elsewhere.”
 HMCS therefore contacted The Service with concerns about the impact on their courts of rising bankruptcy numbers. 

4.  Bankruptcy forecasts indicate that although the rate of increase is predicted to fall, there is likely to be a rise in actual case numbers. The introduction of the DRO scheme may alleviate the caseload for the courts in part, however, it is anticipated that only about 14% of those who might file for bankruptcy would be eligible for a DRO instead. 

5. The administration of the bankruptcy process by The Service is also being adversely affected by the inability of some courts to deal with matters quickly and this has led to delays in obtaining hearing dates for annulments, public examinations, suspensions of discharge and also held up the early discharge process in some cases.   

6. One option available would be to take no action. However, having regard to some of the delays that debtors are experiencing this is not, in our view, appropriate, especially as the number of bankruptcy petitions increase and is projected to continue rising. 

7. In the consultations for both DROs and simple individual voluntary arrangements (SIVAs), the majority of those consulted were in favour of the idea that such orders and/or arrangements should be made administratively, as long as the debtor was required to provide a statement that the information he is providing is, to the best of his knowledge, full, true and accurate and that he is aware of the consequences of a failure to disclose full and accurate information.
8. This consultation, therefore, sets out a potential option, which would remove the courts from the mechanics of making the bankruptcy order in debtor petition cases only. Instead, we are proposing that The Service make the order administratively. It would affect debtors, who would no longer be required to attend at court to file the petition, but the current post-bankruptcy process would otherwise remain unaffected with the relevant Official Receiver interviewing the bankrupts, carrying out full investigations of some cases as necessary and pursuing income payments agreements/orders (IPAs/IPOs) and bankruptcy restrictions undertakings/orders (BRUs/BROs) where appropriate.  The current process and the proposal contained within this document are set out in Annex A.

9. The proposed new order-making process would result in The Service making the orders following electronic or postal submission by the debtor via a central processing centre. 

10. This consultation is being made in accordance with the requirements of the Legislative and Regulatory Reform Act 2006 and the terms of the Government’s Code of Practice on Written Consultations, which can be accessed on www.cabinetoffice.gov.uk/regulation/consultation/code/ 

11. All responses should be received by 11 January 2008.

How to respond
12. This consultation is seeking views on the following areas: -

· Whether the court needs to play a part in the petition process of a debtor petition bankruptcy;

· Whether a debtor could present his petition electronically or by post rather than in person;

· How a debtor’s attention should be brought to the alternatives to bankruptcy.

13. This consultation is being conducted in accordance with section 13 of the Legislative and Regulatory Reform Act 2006 (the Act). Views are invited on all aspects of the consultation paper and full details about how to respond are set out in Annex B.

14. The Act requires Departments to consult widely on legislative reform proposals. It requires us to collect evidence on a number of issues from a wide range of consultees. 

15. This consultation document follows the format recommended by the Cabinet Office for such proposals. The criteria applicable to all UK public consultations are set out in Annex C.  

16. It is possible that requests for information contained in consultation responses may be made in accordance with access to information regimes (these are primarily the Freedom of Information Act 2000, the Data Protection Act 1998 and the Environmental Information Regulations 2004). If you do not want your responses to be disclosed in response to such requests for information, you should identify the information you wish to be withheld and explain why confidentiality is necessary. An automatic confidentiality disclaimer generated by your IT system will not of itself be regarded as binding on The Service.

17. We are seeking the views of all interested parties. Comments should be sent by 11 January 2008 at the latest to:

Maria Isanzu

PO Box 203

21 Bloomsbury Street

London 

WC1B 3QW

Tel: 020 7291 6733


Fax: 020 7291 6746

E-mail: Maria.Isanzu@insolvency.gsi.gov.uk from whom further copies of this document may also be obtained. 

Background: the lead up to this consultation

18. In July 2004, the Government published its Action Plan for tackling over-indebtedness. This is a cross-government strategy to deal with problems associated with over-indebtedness, its twin objectives being: -

· To reduce the number of people getting into debt; and 

· To improve the support and processes for those who do. 

The strategy encompasses a wide range of initiatives from a variety of government departments, including: 

· Improving financial literacy, 

· Better access to affordable credit, 

· Helping people on lower incomes to save, 

· Tackling illegal lending, and 

· Provision of additional funding for face-to-face debt advice.

The strategy sets out that debt problems should be resolved fairly, effectively and speedily, through promoting creditor best practice and access to information, advice and assistance for debtors, and through providing efficient court services and effective enforcement.

19. In March 2005, The Service issued a consultation paper entitled “Relief for the indebted – an alternative to bankruptcy”, proposing the introduction of DROs as a measure for dealing with the category of debtors that fall into debt and are unable to access bankruptcy or the other debt resolution procedures currently available. A key part of the new proposal was that the order should be made administratively, rather than by the court. Overall the responses to that consultation were in favour of our proposals and, as a consequence, the Tribunal Courts and Enforcement Act 2007 enacting the DRO procedure received Royal Assent on 19 July 2007 and the secondary legislation required to implement these proposals is being drafted. It is anticipated that this new insolvency regime will be brought into force in April 2009.

20. In July 2005, The Service also issued a consultation paper entitled “Improving Individual Voluntary Arrangements”, which sought comment on the findings and recommendations of a Working Group set up to address the shortcomings in the IVA process. Previously, the Insolvency Act 2000 had removed the need to obtain an interim order from the court prior to seeking an IVA. One of the proposed changes is to remove the need for the nominee to report to court whether an IVA would be a suitable option in these cases. A further proposed change is the introduction of a new Simple IVA (SIVA) for which there should be no court involvement in obtaining a SIVA, although the court would retain its role in the event of any dispute or challenges being referred to it. A significant majority of responses were in favour of removing the court from the initial process. This project has now reached the next stage and the second, more detailed consultation paper closed on 3 August 2007. The Service is currently preparing its response and it will be issued shortly.

21. In November 2005, The Prime Minister commissioned “Transformational Government, Enabled by Technology” to outline a strategy for the use of technology to transform the business of government, in particular as regards the role to be played by technology in solving the problems of economic productivity, social justice and public service reform. The strategy set out how effective use of technology to deliver services around the needs of citizens and businesses can make a real difference to people’s lives. The key areas at which the strategy was directed included the transformation of public services for the benefit of citizens and the efficiency of the infrastructure of government organizations. The e-Government Unit (eGU) is now the largest unit in the Cabinet Office, with a mission of ‘ensuring that IT supports the business transformation of Government itself so that we can provide better, more efficient, public services.’
22. The number of bankruptcy orders continues to rise and over 80% of bankruptcy cases are now debtor petition bankruptcies. Throughout our research it has become increasingly apparent that, in some courts at least, the debtor faces a delay between presenting his bankruptcy petition and the order being made. In some cases, this delay has been for up to three months.  

23. Set against this background The Service believes that it would be possible to take the court out of the debtor petition process. We have therefore designed a process that would remove the courts from the mechanics of making the bankruptcy order – in debtor petition cases only – with the orders being made administratively by The Service. It would affect debtors, who would no longer be required to attend at court but could instead file their petition electronically or by post, but the current process would otherwise remain unaltered with the relevant Official Receiver still interviewing the bankrupts, carrying out full investigations in appropriate cases and pursuing income payments agreements/orders and bankruptcy restrictions undertakings/orders as appropriate. 

24. Our proposal is that The Service would make the orders via one Official Receiver’s office following electronic or postal submission by the debtor, thus removing the need for the debtor to attend a court hearing. If an order were made, the details of that order and the accompanying forms would be sent to the Official Receiver local to the debtor and processed as now. This would allow the courts to focus resources on other civil processes currently being held up by the need to deal with debtor bankruptcy petitions.

25.  The Service is currently exploring the cost aspects of the proposed new petition process for debtors in more detail. It is anticipated that the cost will be significantly lower than currently
.

The Impact of the petition process on the debtor

26. The Insolvency Act 1986 requires all bankruptcy orders to be made by the courts, whether they are on a creditor’s petition or the debtor’s own
. If an individual wishes to file for his bankruptcy, he must obtain and complete the petition and statement of affairs forms (statutory forms 6.27 and 6.28) before taking them to the appropriate bankruptcy court where, upon payment of the petition deposit and (if appropriate) the court fee, the bankruptcy order will be made. 

27. The statutory forms can be obtained direct from the court, printed off from The Service or HMCS websites or completed electronically via The Service’s online forms service and then printed. Once completed the debtor must take the forms to his nearest court with insolvency jurisdiction. 

28. While there are 131 such courts across England and Wales in some areas, for example, the South West and the North of England and in Wales, the requirement to attend at court in person means that the debtor is required to travel some considerable distance to file their petition. In a bankruptcy situation, this can mean that the cost of public transport is particularly onerous and in those areas where there is also a lack of direct public transport, debtors without a car may experience further difficulty and are forced to rely on friends or relatives to take them to the court. 

29. When assessing the feasibility of removing the court from the debtor petition bankruptcy process, The Service did consider whether a debtor should be required to attend on the Official Receiver to file a petition in lieu of the court. As there are only 33 such offices, it was felt that this would be more burdensome for the debtor than having to attend at court as the travelling time and cost is potentially even higher than at present.    

30. Further, as the number of bankruptcy orders continues to rise, with the majority of cases now being debtor petition bankruptcies, it has increasingly become apparent that, in some courts at least, the debtor may face a long delay waiting for an order to be made. Amending the legislation to allow the debtor to attend on the Official Receiver instead would alleviate this issue.  

31. There has been a significant increase in the proportionate volume of debtor’s petition bankruptcies, as evidenced in the table below. 
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32. The number of debtor’s petition bankruptcy cases has resulted in a wait of, on average, one month between the debtor contacting the court and the making of the bankruptcy order. In some cases, this delay has been over three months.
 

33. This is a very stressful time for any individual that has made the decision to file for bankruptcy. By obtaining faster access to debt relief the debtor will be relieved of the financial, psychological and physiological consequences of over-indebtedness in a shorter period of time.

	Q1
	Does there remain a need for direct court involvement in the order-making process in debtor petition bankruptcy cases?


	Yes/No

	
	Please give reasons for your answer


	


	Q2
	Should the requirement that the debtor attends the making of the bankruptcy order in person remain?


	Yes/No

	
	Please give reasons for your answer.


	


34. One major development by The Service since 2005 has been the introduction of facilities to enable debtors to complete an application for bankruptcy (petition and a statement of affairs) electronically via its online forms service. The completed information is captured by a secure database and only made available to The Service if a bankruptcy order is made.  

35. At present the debtor must print off his completed forms and take them to the court in paper format. HMCS is aiming to e-enable their systems but this is unlikely to be happening until 2010 at the earliest. Although it is improving, uptake on the use of the online forms service is still relatively low and there is a significant difference between the number of forms completed and submitted and the number of bankruptcy orders made. Before an individual can access the forms online, he must register on the system, regardless of whether he decides to proceed or not. Between July 2005 and March 2007, 13,002 debtors had registered on the system, with 1,894 bankruptcy orders subsequently made. 

36. A survey of debtors attending for interview carried out at the Official Receiver’s office in London in the summer of 2006, revealed that less than one third of those that had received advice prior to filing a petition had been informed of the availability of the online service and only one in ten of those interviewed had completed the forms online. While the survey is specific to High Court cases and so may not be truly representative, it does indicate that there is reluctance on the part of debtors to use the online forms service, even allowing for those who do not have internet access. Anecdotal evidence suggests that this may be partly because debtors do not consider that there is presently any advantage to them in filing in that way as hard copies are needed to file at court.  If the need for a debtor to file his petition at court were removed and the order-making process passed over to The Service, there would be no need for the forms to be printed as the order could be made electronically.

37. Figures produced by the Office of National Statistics (ONS) reveal that although there continues to be an increase in the number of households with internet access, some 43% of households in the United Kingdom still do not have it. Of this 43%, almost a quarter stated that they did not need to have access and a further quarter said that it was because they lacked the necessary skills. Another quarter stated that either the equipment costs were too high or the access costs (such as telephone etc.) were too high.

38. The figures also showed that the higher an individual’s income, the more likely he is to have access to the Internet – 51% of adults with an income of £10,400 or less had never accessed the Internet, compared to only 6% of those earning  £36,400+. There is also a divide between young and old, with 83% of the 16-24 age group having accessed the Internet in the three months prior to interview, compared with only 15% of over-65’s age group (and over four fifths of the latter group had never accessed the Internet at all). 

39. From this evidence, it can be seen that it is likely to be the poorer, older debtor that will not be able to complete forms online. While some of those will fall within the DRO criteria, there will still be a significant number that do not and who would be denied debt relief should a system based exclusively on electronic access become the only way to bankruptcy. 

40. The Service has therefore concluded that, parallel to the online system of filing for bankruptcy, there should be the option for an individual to file by post. The central Official Receiver would process the postal application in the same way as online submissions. 

	Q3
	Do you think it would be more efficient if an online petition process were available?
	Yes/No



	
	Please give reasons for your answer


	

	Q4
	The Insolvency Service appreciates that not all debtors would have access to an online facility. Do you think an option to apply for bankruptcy by post would be a suitable alternative?


	Yes/No



	
	Please give reasons for your answer


	


41. Under the current process, where an individual is required to attend at court, there is time for consideration of whether bankruptcy is the most appropriate option. Even if there is no delay in obtaining a hearing date, there is an effort required on the part of the debtor to go along to the court for the hearing. Under the proposed change to the process, it might be possible for an individual to complete and submit the forms online within a very short time frame, without ever having sought advice or pausing to reflect on whether bankruptcy is the right step. An automatic delay between the submission of the forms and the making of the bankruptcy order – in effect a “cooling off period” – could be built into the new process to avoid this possibility. 

	Q5
	If a debtor has petitioned for bankruptcy online, do you think that there should be a built in delay before the application is processed to allow the debtor the opportunity to reflect on his application and, if appropriate, seek advice?


	Yes/No



	
	Please give reasons for your answer

 
	

	Q6
	If you have answered yes, please say how long a period you think should be built into the process.


	


42. The existence of an automated process may give rise to concerns regarding the identity of the debtor who, because he is filing online, can remain anonymous. It should be noted that the current process requires no form of identity when an individual attends at court, although The Service is not aware of any examples when a debtor has claimed he is someone else.  There are a number of options available that would ensure The Service could confirm a person’s identity before making a bankruptcy order.

	Q7
	Do you think that there should be some check on a person’s identity when they petition for bankruptcy?
	Yes/No



	
	Please give reasons for your answer
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Q8
	What measures do you think would be appropriate to safeguard against abuse of a bankruptcy system where the court did not make the order in debtor’s petition cases? 

Please give details.


	


43. Under current rules
 the debtor’s statement of affairs must be verified by affidavit. This means that the debtor must swear that the documents he is submitting in support of his bankruptcy petition are true and correct. A debtor is able to do this at court. In contrast, it should be noted that in the majority of creditor’s petition bankruptcy cases, the investigating Official Receiver generally does not require a statement of affairs. If in the course of his investigation into the affairs and conduct of a debtor the Official Receiver becomes aware that potential assets and/or liabilities have been hidden, he has options open to him to take action against the debtor – sections 353 and 354 of the Insolvency Act make it an offence for a bankrupt to fail to disclose items of property or conceal any debts due to or from him. In addition, the conduct may be reported to court under the BRO regime. 

44. We propose that the requirement for a debtor to swear his statement of affairs is removed and replaced with a statement made by the debtor that he is, to the best of his knowledge and belief, providing full, true and accurate information. Such a statement could be part of the documents themselves and would replicate the provisions of the DRO legislation. 

	Q9
	Do you think that the requirement for a debtor to swear his petition documents adds anything to the process?


	Yes/No



	
	Please give reasons for your answer


	


	Q10
	Do you think that an acceptable alternative would be for the debtor to provide a statement that the information he is providing is, to the best of his knowledge, full, true and accurate? 


	Yes/No

	
	Please give reasons for your answer


	


45. Section 273 of the Insolvency Act 1986, allows the court to appoint an insolvency practitioner (IP), in appropriate cases, to investigate the affairs of the debtor to see whether a viable proposal for a voluntary arrangement could be made. Although the courts rarely use this function, we do feel that it would be appropriate to retain this section and, potentially, widen the power to allow The Service to refer a debtor who petitions for bankruptcy to an Intermediary if a DRO would be more appropriate.

	Q11
	Should the Official Receiver have the option to refer a debtor to an insolvency practitioner to consider an individual voluntary arrangement (as is currently available to the court under section 273 of the Insolvency Act 1986) and/or to put the debtor forward for a debt relief order, if appropriate?


	Yes/No

	
	Please give reasons for your answer


	


The impact of the proposal on costs

46. A debtor who wishes to file for bankruptcy currently pays £335, which is paid over to the Official Receiver and is a deposit towards the cost of administering the bankruptcy. The bankruptcy petition deposit will remain. In addition, a debtor pays a court fee, which is currently set at £150. This court fee is paid towards the cost of dealing with the petition, up to the point of making the bankruptcy order. 

47. Full details of the likely cost of the proposed process are contained within the impact assessment in Annex D. One of the overall aims of this proposal is to ensure that the process is self-financing and that the overall cost is lower than the current cost.  

Examples of an administrative bankruptcy system in other jurisdictions
48. The idea that an individual should be able to seek relief from bankruptcy without court involvement is not a new one. In some other countries, this system already works successfully or is about to change to remove the court from the process.

Australia

49. Debtor’s petitions are presented to an officer of the Bankruptcy Registry and Compliance section of the Insolvency and Trustee Service Australia (known as ITSA and equivalent to The Service), and there is no court involvement except where prior proceedings exist (e.g. a creditor’s petition has already been presented). 

50. The current bankruptcy process in Australia has been in force since 1966 and is set out in The Bankruptcy Act 1966. Section 55 of that Act deals with the presentation of a bankruptcy petition. There have been numerous reforms of personal bankruptcy in Australia since the commencement of the Bankruptcy Act 1966 and there has been no suggestion that the order-making process should be amended.
51. The following table shows the level of bankruptcies in Australia:

	Year
	Bankruptcies (including bankrupt deceased estates)

	1999/2000
	23373

	2000/2001
	23902

	2001/2002
	24114

	2002/2003
	22639

	2003/2004
	20497

	2004/2005
	20501

	2005/2006
	22299


52. When the debtor sends the petition and statement of affairs forms to ITSA, an acknowledgement must be sent at the same time that the debtor has read a Prescribed Information booklet produced by ITSA. This booklet is a comprehensive discussion of the options available to the indebted, and includes a detailed outline of bankruptcy and the consequences thereof. Unless the debtor signs the acknowledgement, the bankruptcy will not proceed. 

53. A GfK NOP survey conducted on behalf of The Service revealed that 94% of those who responded sought advice prior to presenting their bankruptcy petition. The Service produces leaflets for the public that outline the different options open to people when considering their financial position. These leaflets are available on the Internet, an Official Receiver’s office, most courts with insolvency jurisdiction and Citizen’s Advice to name some places. 

	Q12
	Do you think that a debtor should be asked to confirm that they have had access to information that explains other debt solutions and their implications?


	Yes/No

	
	Please give reasons for your answer


	


New Zealand

54. Currently, debtors’ petitions are filed at the High Court but there is no requirement for a hearing before a Judge as the mere act of filing is sufficient, for which the fee is $NZ40.00 (which may be waived in hardship cases). The Official Assignee, who is an officer of the court, is appointed to act in respect of the bankruptcy and is responsible for realising and distributing all appropriate assets. 

55. However, these personal insolvency procedures have been amended through the Insolvency Law Reform Act, set to come into force at the end of 2007. This means it will be possible for a debtor to file an application and statement of affairs with the Official Assignee and become bankrupt, with no court involvement at all, the only requirement being that the debts amount to $NZ1,000 or more. The petition can be filed in a number of ways, including via the internet or by post, or it can be done in person at one of the five Insolvency and Trustee Service offices. The Official Assignee will continue to administer all bankruptcies. 

56. A major driver for the changes was to streamline the personal insolvency process as much as possible. However, it was also felt that the receipt of debtors’ petitions was an administrative process and that the court therefore did not need to be involved. In addition, the Summary Instalment Order, which is akin to an IVA for debtors with less than $NZ40,000 debts and which was purely in the courts’ jurisdiction, is now being moved to the Official Assignee's office. This further streamlines the personal insolvency process, and allows the Official Assignee to provide a range of options to a debtor in financial difficulty.
57. It is of note that in both the old and new regimes in New Zealand, there is no “Order” as such, which makes the transition from court to Assignee’s Office relatively straightforward.

58. The number of bankruptcies in New Zealand is shown in the following table:

	Year
	Bankruptcies

	1999-00
	2,675

	2000-01
	2,859

	2001-02
	2,811

	2002-03
	2,800

	2003-04
	2,792

	2004-05
	2,995

	2005-06
	3,087

	2006-07
	3,593


Scotland

59. The insolvency regime for Scotland is the Bankruptcy (Scotland) Act 1985, where an order for sequestration is awarded on the estate of a debtor by a petition presented to the Court of Session or a Sheriff Court. (The Sheriff Courts also determine issues and consider incidental applications and appeals brought by trustees and other interested persons.) The Accountant in Bankruptcy supervises the process of sequestration, maintains a public register of sequestrations and acts as interim and permanent trustee in sequestrations where no insolvency practitioner is appointed. Discharge is automatic after 3 years, 2 years for summary administration cases. 

60. However, the system there is also undergoing change as a result of The Bankruptcy and Diligence etc. (Scotland) Act 2007, which received Royal Assent on 15 January 2007. 

61. One of the aims of that Act is to modernise the laws of personal bankruptcy and diligence and to strike a better balance between the rights of debtors and creditors.

62. Some of the changes introduced by the bankruptcy part of the Act reflect those made in England and Wales by the Enterprise Act 2002 and relate to the reduction of the discharge period to one year from three years, and the introduction of the power to impose bankruptcy restrictions for up to 15 years. However, arguably the most significant legislative change means that debtors in Scotland will apply to the Accountant in Bankruptcy, instead of the Sheriff Court, for their own bankruptcy. Currently, it is anticipated that these regulations will be brought into force in April 2008.

63. The provisions were not subject to amendment during the Scottish parliamentary process.

64. The following table shows the number of sequestrations in Scotland

	Year
	Sequestration

	2001
	3,048

	2002
	3,215

	2003
	3,328

	2004
	3,297

	2005
	4,965

	2006
	5,430


Canada

65. Before considering whether to file for personal bankruptcy, a debtor must find a trustee to assess the position and outline the options available. In Canada, trustees are also professional debt consultants and a bankrupt is required to attend two financial counselling sessions with a trustee before being considered for discharge. Once a debtor has consulted a trustee, and signed bankruptcy documents where appropriate, the trustee files the prescribed forms with the Official Receiver and the debtor is then bankrupt. It is also the trustee that recommends discharge. The fees of trustees are regulated by central government and there is a stringent code of ethics by which all trustees are bound.

66. The Office of the Superintendent of Bankruptcy (OSB) supervises the administration of all estates and helps to ensure that estates in bankruptcy are administered in a fair and orderly manner, regulates licensed bankruptcy trustees and is responsible for keeping all the public records. One or more Official Receivers are appointed to each bankruptcy division, and these are officers of the court who report to the Superintendent electronically on each bankruptcy originating in the division. The court has a general oversight role as well as specific powers under the Bankruptcy and Insolvency Act but takes no role in the debtors’ petition bankruptcy making process.

67. The Canadian system has been subject to two detailed policy reviews in the last 15 years by the Independent Personal Insolvency Task Force.
 Neither of those reviews considered any change to the order-making process appropriate. The number of bankruptcies in Canada is shown in the following table

	Year
	Bankruptcies

	2000
	82857

	2001
	87370

	2002
	85559

	2003
	90985

	2004
	90584

	2005
	90293

	2006
	84137


ANNEX A: THE PROCESS

	THE CURRENT PROCESS
	THE PROPOSED PROCESS
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ANNEX B: RESPONSE FORM
RESPONSE FORM FOR THE CONSULTATION PAPER ON: 

REVISION TO DEBTOR PETITION PROCESS

	Respondent Details
	
	Please return by 11 January 2008 to:

	Name: 

Organisation:

Address:

Town/City:

County/Postcode:

Telephone:

Fax:

E-mail:


	
	Maria Isanzu

Insolvency Service Policy Unit

PO Box 203

21 Bloomsbury Street

London

WC1B 3QW

Tel: 020 7291 6733

or

Maria.Isanzu@insolvency.gsi.gov.uk

or 

Fax to 020 7291 6746





Tick this box if you are requesting non-disclosure of your response.

The questions asked as part of this consultation relate to debtor petition bankruptcy cases only.

	Q1
	Does there remain a need for direct court involvement in the order-making process in debtor petition bankruptcy cases?


	Yes/No

	
	Please give reasons for your answer


	

	Q2
	Should the requirement that the debtor attends the making of the bankruptcy order in person remain?


	Yes/No

	
	Please give reasons for your answer.


	

	Q3
	Do you think it would be more efficient if an online petition process were available?
	Yes/No



	
	Please give reasons for your answer


	

	Q4
	The Insolvency Service appreciates that not all debtors would have access to an online facility. Do you think an option to apply for bankruptcy by post would be a suitable alternative?
	Yes/No



	
	Please give reasons for your answer


	

	Q5
	If a debtor has petitioned for bankruptcy online, do you think that there should be a built in delay before the application is processed to allow the debtor the opportunity to reflect on his application and, if appropriate, seek advice?


	Yes/No



	
	Please give reasons for your answer

 
	

	Q6
	If you have answered yes, please say how long a period you think should be built into the process.


	

	Q7
	Do you think that there should be some check on a person’s identity when they petition for bankruptcy?
	Yes/No



	
	Please give reasons for your answer


	

	Q8
	What measures do you think would be appropriate to safeguard against abuse of a bankruptcy system where the court did not make the order in debtor’s petition cases?


	

	
	Please give details


	

	Q9
	Do you think that the requirement for a debtor to swear his petition documents adds anything to the process?


	Yes/No



	
	Please give reasons for your answer


	

	Q10
	Do you think that an acceptable alternative would be for the debtor to provide a statement that the information he is providing is, to the best of his knowledge, full, true and accurate? 


	Yes/No

	
	Please give reasons for your answer


	

	Q11
	Should the Official Receiver have the option to refer a debtor to an insolvency practitioner to consider an individual voluntary arrangement (as is currently available to the court under section 273 of the Insolvency Act 1986) and/or to put the debtor forward for a debt relief order, if appropriate?


	Yes/No

	
	Please give reasons for your answer


	

	Q12
	Do you think that a debtor should be asked to confirm that they have had access to information that explains other debt solutions and their implications?


	Yes/No

	
	Please give reasons for your answer


	

	Q13
	Please make any further comments that you feel would assist in this consultation exercise 


	


ANNEX C:  CRITERIA APPLICABLE TO ALL PUBLIC CONSULTATIONS

The criteria in the Code of Practice on Written Consultations published by the Cabinet Office apply to all UK national public consultations.

Though they have no legal force, and cannot prevail over statutory or other mandatory or external requirements (e.g. under European Community law) they should otherwise generally be regarded as binding on UK Departments and their agencies unless Ministers conclude that exceptional circumstances require a departure.

The criteria should be reproduced in consultation documents with an explanation of any departure, and confirmation that they have otherwise been followed.

1. Timing of consultation should be built into the planning process for a policy (including legislation) or service from the start, so that it has the best prospect of improving the proposals concerned, and so that 

sufficient time is left for it at each stage.


2. It should be clear who is being consulted, about what questions, in what timescale and for what purpose.

3. A consultation document should be as simple and concise as possible. It should include a summary, in two pages at most, of the main questions it seeks views on. It should make it as easy as possible for readers to respond, make contact or complain.

4. Documents should be made widely available, with the fullest use of electronic means (though not to the exclusion of others), and effectively drawn to the attention of all interested groups and individuals.

5. Sufficient time should be allowed for considered responses from all groups with an interest. Twelve weeks should be the standard minimum period for a consultation.

6. Responses should be carefully and open-mindedly analysed, and reasons for decisions finally taken.

7. Designating a consultation co-ordinator who will ensure the lessons are disseminated. 
Any complaints regarding this consultation can be sent to the consultation co-ordinator, Simon Towler/Nick Cooper, Department for Business, Enterprise and Regulatory Reform, 1 Victoria Street, London SW1H 0ET.

ANNEX D:  IMPACT ASSESSMENT

	Department:

The Insolvency Service  
	Impact Assessment of a Reform to the Debtor Petition Bankruptcy 


	 Stage: 
Consultation
	Version 

October 2007
	Related Publications:   

‘Bankruptcy: proposals for reform of the debtor petition process’ consultation document


Available to view or download at: http://www.insolvency.gov.uk/insolvencyprofessionandlegislation/con_doc_register/registerindex.htm
Contact name for enquiries:

Maria Isanzu

Telephone number:


020 7291 6733





	Policy Option                    Description                             















	What is the geographic coverage of the policy/option?
	England and Wales                                 

	On what date will the policy be implemented?
	April 2009                                

	Which organisation(s) will enforce the policy?
	The Insolvency Service                                

	What is the total annual cost of enforcement for these organisations?
	£0 

	Does enforcement comply with Hampton principles? 
	Yes

	Will implementation go beyond minimum EU requirements?
	Not applicable

	What is the value of the proposed offsetting measure per year?
	Not applicable

	What is the value of changes in greenhouse gas emissions?
	Not applicable          

	Will the proposal have a significant impact on competition?
	Not applicable

	Annual cost (£-£) per organisation (excluding one-off) 
	Micro 

            
	Small 


	Med 

 
	Large 



	Are any of these organisations exempt? 
	Yes/No
	Yes/No
	N/A
	N/A



	Evidence Base

for Summary Sheets




INTRODUCTION

1. The proposed policy aims to reduce, if not remove, the delays faced by debtors between the presentation of their bankruptcy petition and the making of the bankruptcy order by removing the courts from the petition process. In addition, the reduction of delays will provide faster access to debt relief for debtors, as well as free court time and resources for other areas of court work.

2. In reviewing the feasibility of this policy, various factors were explored to examine the current status of the debtor petition process, which included a review of the increasing number of bankruptcy cases, the delays faced by debtors when filing their petitions and the social attitude towards the bankruptcy process. 
3.The number of bankruptcy orders has risen significantly in the last four to five years, particularly orders based on debtors’ petitions, which currently constitute just over 80% of all bankruptcy orders made. 

4.The following table compares the total number of bankruptcies arising from debtors’ petitions with the total number of bankruptcies based on creditor petitions over the last 14 years:
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5.The significant increase in debtor petition bankruptcies is evident from the table above and the latest projection for case numbers produced by Operational Research Unit in the table below indicates that, although the rate of growth of case numbers is predicted to fall as the number of cases eventually begins to plateau, there is unlikely to be any drop in case numbers in the foreseeable future. 

New Bankruptcy Model

Bankruptcy Orders Forecasts (based on new bankruptcy model) 

using data to end of June 2007
	Forecast
	Total Debt/GDP x Interest Rate
	Total Debt/Income x Interest Rate
	

	
	Model A forecast
	Model B forecast
	Actual bankruptcies

	2003/04
	30406
	29183
	29633

	2004/05
	37675
	38076
	37562

	2005/06
	48149
	50837
	53386

	2006/07
	65812
	66251
	64610

	2007/08*
	72548
	79650
	

	2008/09*
	91108
	107455
	

	2009/10*
	111161
	141002
	

	The forecasts for 2007/08 are based on actual bankruptcies to date together with forecast estimates to the end of the financial year.

	*The figures for these years are based on an assumed interest rate fixed at 5.75%

	Whilst models A and B fit the historical data equally well, it is recommended to take an average of the forecasts produced by models A and B. The longer-term forecasts, particularly for 2009/10, are the least certain and depend on future behaviour of those factors that determine bankruptcy.


DELAYS WITHIN THE DEBTOR PETITION PROCESS

6.The main impact of the rise in debtor petition bankruptcies and the administrative work associated with each case is the increasing delay between the time that the bankruptcy petition is presented and the time when the order is made.

7. Research has been carried out by The Insolvency Service, a GfK NOP survey commissioned by The Service and an informal survey carried out by District Judge Jordan into the extent of delays faced by debtors. This research indicated that some debtors can face a wait of up to three months before their bankruptcy order is made, whilst the average waiting time is between one and two months. Further results from this research are included at Annex D1. 

THE STIGMA ASSOCIATED WITH BANKRUPTCY
8. In addition to the burden on the courts associated with the high number of debtor petition cases and the delays caused by the volume of cases, there is evidence to suggest that the involvement of the court in the debtor petition process also contributes to the social stigma attached to the bankruptcy process.

9. The Insolvency Service carried out a survey in 2006 entitled “Attitudes to Bankruptcy” which looked at the bankruptcy process and social attitudes towards the process. The survey indicated that, for all sectors, including bankrupts, individuals, businesses and Insolvency Service staff, the two main elements of the process that led to stigma surrounding bankruptcy were attendance at court and the advertisement of the bankruptcy order. Further research regarding the stigma of bankruptcy is included in Annex D2.

OPTIONS
10. On the basis of the evidence as detailed above, the options for reforming the process for debtor petition bankruptcies are as follows:

a) Option 1: Do nothing.

The first option makes no changes to the current system for dealing with debtor petition bankruptcies. On this basis, however, the resources of the courts will continue to be overstretched in dealing with the increasing number of debtor cases. Delays currently faced by debtors, and in other areas of civil procedure and dispute resolution, will continue (with wide variations between courts), if not increase in length, and the stigma associated with the courts’ involvement in the debtor petition process will not be alleviated. 

b) Option 2: The Official Receiver makes the bankruptcy orders when debtors attend at his/her local Official Receiver office.

This option would remove the court from the debtor petition process and therefore may alleviate the social stigma of the courts’ involvement in the process. However, there are far fewer Official Receiver offices throughout England and Wales than courts with insolvency jurisdiction, which could therefore have an impact on debtors’ access to justice and would not address the wide variation in waiting times in different parts of England & Wales. Furthermore, in view of the increasing numbers of debtor petitions, this option has large resource and staffing implications for Official Receiver offices, who would need to be able to cope with large numbers of debtors on a daily basis, and which could therefore add to, as opposed to reduce, the delays already faced by debtors.

c) Option 3: The Insolvency Service makes the bankruptcy orders administratively following electronic or postal submission of the debtor bankruptcy petitions. 

The Insolvency Service would centrally process all debtor petition bankruptcies, therefore removing the need for the courts to be involved in the debtor petition process and permitting them to concentrate on their primary dispute resolution function. Debtors would no longer be required to attend court hearings in respect of their petitions, and therefore the stigma attributed to attendance at court would be removed.

Removal of the courts’ role in the process would also reduce, if not remove, the delays experienced by debtors when filing their petitions and as they were being dealt with in one central location would not be subject to the current geographical variations. 

However, the effects and process of bankruptcy would remain unaltered, meaning that the Official Receiver will still be required to conduct enquiries into the bankrupt’s affairs, the bankruptcy restrictions imposed on bankrupts will remain unaltered and bankrupts will still be subject to IPA/IPOs and BRO proceedings if appropriate. This option therefore seeks to streamline entry for debtors into the bankruptcy process in order to cope with the increasing case numbers and delays caused by the volume of cases, but it should be stressed that the implications of bankruptcy for the debtor will remain unaltered.

COSTS AND BENEFITS

11. In analysing the costs and benefits of the current and proposed systems, it should be noted that it is assumed there will be no change to the Official Receiver’s deposit fee, currently set at £335, which is payable in addition to the court fee and which is used to fund the processing of a bankruptcy following the making of the bankruptcy order. 

12. The costs examined below relate only to the current court fee of £150 and the estimated costs to The Insolvency Service of dealing with debtor petition cases. The costs discussed therefore relate to the processing of the bankruptcy petition up until the bankruptcy order is made and not the processing of the bankruptcy post-order, as the proposed system does not make any changes to the debtor bankruptcy process once the order has been made. 

13. Costs of the current system – HMCS involvement in the debtor petition bankruptcy process

The Insolvency Service has contacted HMCS with a view to calculating the average cost to HMCS of dealing with each debtor petition bankruptcy case. Although it is difficult to calculate an exact figure for dealing with each individual case, HMCS does have a system for measuring the time each court process takes to complete, which includes an uplift for administration and a management uplift. 

HMCS has provided the following figures in order to calculate their average cost per case:

Court staff

Average time to deal with a debtor’s petition – 75.45 minutes

Average time to make the bankruptcy order – 43.41 minutes

Court staff time is billed at £2.42 per minute, which includes overheads such as salaries, costs, IT and accommodation. 

Therefore, total cost of court staff time in dealing with the issue of the debtor petition and making bankruptcy order - £2.42 x 118.86 mins = £287.64
Judiciary

District Judge’s average time to make bankruptcy order – 10 minutes

Judicial time is billed at £2.78 per minute.

Therefore, the total cost for judicial time in dealing with the debtor bankruptcy is £2.78 x 10 mins = £27.80
The total average cost per case to HMCS in dealing with a debtor petition and the making of the bankruptcy order is therefore £287.64 + £27.80 = £315.44

14. Debtors are required to make a contribution to this cost, currently via payment of the court fee of £150. Based on the actual estimated cost to HMCS in dealing with each case being £315.44, there is a shortfall of £165.44, which HMCS makes provision for in its annual budget and which therefore is subsidised by the taxpayer in order to allow the courts to fulfil their current roles in the debtor petition process.  

15. It should also be borne in mind that, although the court fee for each bankruptcy petition is £150 in each case, there are circumstances in which the courts are permitted to waive or remit the payment of the court fee. The system for exemption and remission of fees is governed by article 4 of the Civil Proceedings Fees Order 2004 (2004 No 3121). The system operates by exempting all applicants from court fees if they receive either Income Support, Income-based Jobseeker’s Allowance or State Pension Guarantee Credit or if they receive Working Tax Credit with a Child Tax Credit or Disability element and their gross annual salary is £15,460 or less. In addition, the Order provides that fees can be reduced or remitted where it appears that the payment of the court fee would “owing to the exceptional circumstances of the particular case, involve undue financial hardship”. Court staff decide upon fee exemptions and remissions based on the circumstances of each individual case, taking account of internal guidance relating to the individual’s income and expenditure. 

16.The GfK NOP survey commissioned by The Insolvency Service asked debtors whether they paid the full court fee of £150 when petitioning for their bankruptcy. The following table highlights the differing contributions by debtors to the court fee:

	Fee amount
	Percentage of debtors

	£150 (full fee)
	48%

	Over £100
	3%

	£51 to £100
	1%

	£50 or less
	1%

	Nothing
	44%


17. Estimated costs for The Insolvency Service to deal with all debtor petition cases

The estimated costs associated with the transfer of debtor petition bankruptcy work from HMCS to The Insolvency Service fall into the following categories:

a) Ongoing costs:

We estimate that the cost per case for The Insolvency Service to make debtor bankruptcy orders administratively will be around £50. This figure has been calculated by assessing the work required on each case and applying the business and staffing model currently being developed to implement Debt Relief Orders.  

b) Familiarisation and set-up costs:

In view of the fact that The Service is currently setting up the Debt Relief Order (DRO) project and putting in place systems and procedures for this project, the main set-up costs for the proposed changes to the debtor petition process will be absorbed by the DRO project. Additional costs relating to the proposed system are mainly associated with familiarising third parties about the changes to the debtor petition system. This would involve informing advice agencies, which currently aid debtors in completing petition forms, of the changes to the way in which forms are submitted. Similarly, debtors themselves will need to be aware of the change in process, and therefore leaflet and advertising campaigns would need to be used in order to inform the general public about the changes to the petition process. We estimate that the costs of familiarisation will total around £100,000.

Advice and debt relief agencies and other third parties will also need to be trained on the proposed new system, which we estimate will cost around £50,000. In addition, we would anticipate a cost of around £10,000 to the advice sector to ensure that guidance for their staff details any changes. 

Finally, the system will entail development costs of £378,000.

c) Summary table of costs:

	Who is affected?
	Ongoing costs
	Familiarisation costs
	One-off development costs
	£

	Debtors
	Yes. The Insolvency Service intends to charge a fee of no more than £50 in each case, although the fee could be less than this figure. 
	Yes but not significant
	No
	4.4m to 5.6m *

	The Insolvency Service
	No – the cost per case will be met by the petition fee.
	Yes but not significant
	Yes – involving leafleting and training to ensure familiarisation with the new system along with development costs.
	528,000

	Advice agencies
	No
	Yes but not significant
	Yes but not significant
	10,000

	Total
	
	
	
	4.9m to 6.1m


* This range has been calculated on the basis of a £50 fee per case and using the model A and B case number predictions for 2009/2010 from the table on page 5 of this impact assessment.

18. Benefits

a) Debtors:

The changes to the debtor petition bankruptcy process would benefit the debtor by allowing them to gain quicker access to debt relief. The current average waiting time for debtors is between one and two months. We estimate that, under the proposed system, the waiting time would be reduced to one week, even allowing for a cooling off period, and without unfair geographical variations. By obtaining faster access to debt relief, the debtor will be relieved of the financial, psychological and physiological consequences of over-indebtedness in a shorter period of time. 

Debtors would also benefit from the fact that they will not have to attend court in order to file their petitions and obtain their bankruptcy order, therefore reducing the stigma associated with attending court, saving time and money, as well as reducing the burden faced by some debtors associated with journeys to court.

b) HMCS:

The proposed system will also benefit HMCS by removing all debtor petition work from the courts, therefore enabling the courts to focus their funds on their primary function of dispute resolution and other civil procedure matters.

c) Creditors:

Creditors will benefit from the proposed system due to the fact that delays associated with waiting for a hearing date will be reduced, if not removed. Debtors will therefore not be forced to live off further credit whilst waiting for their petition to be heard, and thus will not increase their debts significantly during this time. However, the savings which creditors should make and the cap on the increase of debts in view of the reduced waiting times cannot be quantified due to the significant variation in delays and variations between the circumstances of each case. 

d) Summary table for benefits:

	Who is affected?
	Simplification
	Reduction in burden
	On-going benefit?
	£

	Debtors
	Yes
	Yes
	Yes
	4.5m to 5.7m

	HMCS
	Yes
	Yes
	Yes
	21m to 26.5m

	Creditors
	Some but marginal
	Yes
	Yes
	Unable to quantify

	Total
	
	
	
	25.5m to 32.2m


19. SPECIFIC IMPACT TESTS

Competition Assessment

The proposed policy will have no impact on competition as the work involved in dealing with debtor bankruptcy petitions is merely being moved from one government department (HMCS) to another (The Insolvency Service). 

Small Firms Impact Test
The proposed policy will have no impact on small firms as the reform will only affect debtor petition bankruptcy petitions, which relate to individuals. The majority of debts incurred by individuals petitioning for their own bankruptcy are consumer-related and therefore impact mainly upon large consumer credit firms and credit card companies as opposed to small firms. 

Legal Aid
The proposed policy will have no impact on Legal Aid as it is not available to fund debtor petition bankruptcies and the proposed system makes no changes to criminal sanctions or civil penalties.

Sustainable Development
The proposed policy will have no direct impact on sustainable development. 

Carbon Assessment
The proposed policy will have no direct impact on carbon assessments.

Other Environment
While the implications of this proposed system may not be so significant as to warrant a detailed impact assessment for “Sustainable Development” or “Carbon Assessment”, the following benefits would flow from the system:

· Reduction in the use of paper, in particular due to the use of an electronic method of filing for a bankruptcy petition

· Reduction in levels of unwanted paper

· Reduction in the need for travel

Health

We anticipate that the proposed system will have beneficial effects on the health of debtors. The adverse psychological and physiological effects of stress relating to financial circumstances are well documented, but by removing the inordinate delays in the petition process, debtors will be able to access debt relief procedures more quickly. In this way, debtors will be relieved of some of the stress of their financial situation more quickly than under the current debtor petition system.

Equality Impact Assessments
The proposed system will not have an adverse or disproportionate effect on any person as a consequence of race, ethnic origin, religion, gender or sexual orientation. 

The proposal provides for electronic submission of debtor bankruptcy petitions, but any person who, for whatever reason, is unable to participate in this form of submission of petitions will still be able to submit their petition on paper via the post. The forms will be available not only from The Insolvency Service website, Official Receiver offices and via The Insolvency Service Enquiry Line, but also from advice agencies. The Insolvency Service Enquiry Line will also be available via its freephone number in order to provide help and guidance to debtors. 

In addition, the removal of the requirement to attend at courts with insolvency jurisdiction in order to file a bankruptcy petition should benefit people who are unable to travel to court due to disability, cost of travelling, inability to take time off work or any other commitments which may prevent attendance at court. 

We can therefore see no adverse equality impacts, although the benefit of removing attendance at court should benefit those people who currently are unable, or find it difficult, to attend at their local court in order to file their bankruptcy petition. 

Human Rights
The proposed system does not impact upon any human rights issues.

Rural Proofing
Under the current system, debtors must attend at their local bankruptcy court in order to petition for their own bankruptcy. The forms required to petition can be obtained from the court, printed from The Insolvency Service website or completed electronically on The Insolvency Service website and then printed. However, in all cases, the debtor must attend court in order to file the papers. The requirement to attend court personally means that, in some areas of the country, debtors must travel considerable distances in order to file their petition at a court with insolvency jurisdiction. The map below indicates the location of the courts with insolvency jurisdiction and serves to highlight the distances that debtors may have to travel in order to reach their local court.  In some rural areas, there may be a lack of direct public transport and therefore debtors without a car may experience difficulty in attending court. Similarly, if public transport is available, the cost in attending court may prove onerous for some debtors. 


The proposed system would alleviate the problems of access to court with insolvency jurisdiction by removing the courts from the debtor petition process. Debtors will be able to choose either to electronically submit their petitions via an online service or to submit their petitions via post, therefore removing the requirement of attendance at court and the access and costs issues associated with travel to court. 

ANNEX D1:  THE DELAYS FACED BY DEBTORS

The Insolvency Service survey into court delays

The Insolvency Service carried out its own review of the types of delays experienced by Official Receiver offices in dealing with local courts. Official Receiver offices were asked to record court delays on cases between 5 February and 2 March 2007. Although some Official Receiver offices did not experience any delays, the results of this survey indicated that delays in some courts can be significant, with debtors waiting from one week up to several weeks, with the worst delays resulting in a wait of 3 months from the date of their initial petition before the bankruptcy order is made. 

In addition to demonstrating the increasing delays faced by debtors, the survey also highlighted the fact that the high number of debtor petition cases has an effect on the court’s effective administration of other areas of insolvency work. As a result of the increased workload associated with debtor petition cases, Official Receivers reported that there were delays of between 3 days and 195 days in creditor petition bankruptcy orders being sent to offices. Similarly, Official Receivers experienced delays of between 3 and 18 weeks in receiving amended bankruptcy order descriptions and delays of between 1 week and 24 weeks in obtaining hearing dates for annulment applications, suspension of discharge applications and public examinations, which are matters more appropriate to the courts’ function of dispute resolution and which have a clear impact upon the Government’s ability to take action against the minority of bankrupts who fail to cooperate with the Official Receiver or have shown some aspect of misconduct.

DJ Jordan’s survey into court delays

In addition to the survey carried out by The Insolvency Service, District Judge Jordan has carried out an informal survey following a previous review by the Court Users Committee into delays in debtor petition cases. The review sought to determine the extent of delays on debtor petition cases across the courts with insolvency jurisdiction. Although the survey does not include replies from all courts with insolvency jurisdiction, it too highlights a trend in delays experienced by debtors. 

In some courts, bankruptcy orders could be made on the same day as the petition was presented, whilst in other courts, the delays ranged from a few days up to 8 weeks. In concluding that debtors may face significant delays in some courts, District Judge Jordan reasoned that the main reason for such delays stems from the fact that the courts’ resources to deal with debtor petitions are overstretched and that court staff’s time in helping debtors to complete the required paperwork is adding to the delays experienced. Delays were not caused by judges, as in many cases the judges did not even see the debtors

GfK NOP survey entitled “Views on the Process for Petitioning for Bankruptcy”

4. Finally, The Insolvency Service commissioned a GfK NOP survey entitled “Views on the Process for Petitioning for Bankruptcy”, the results of which were published in July 2007. Based on the information provided by nearly 1,400 debtors, the average delay between the presentation of the bankruptcy petition and the time when the bankruptcy order was made was 1 month, although it is clear that the delays experienced varied widely and that some debtors experienced much longer delays. 

The survey reviewed responses from nearly 1,400 debtors who had been through the debtor petition bankruptcy process for their views on the process and its procedures.  Debtors were asked how long they had to wait between the time when they contacted the court to arrange an appointment to file their petition and the time when the bankruptcy order was made. Of the 1,369 debtors who replied to this question, the following replies were received:

	Length of delay
	Percentage of debtors

	Less than 2 weeks
	36%

	2 weeks to less than 1 month
	34%

	1 month to less than 2 months
	22%

	2 months to less than 3 months
	6%

	3 months to less than 4 months
	1%

	4 months or more
	1%


 ANNEX D2:  THE STIGMA ASSOCIATED WITH BANKRUPTCY

In addition to The Insolvency Service’s own survey into bankruptcy stigma, the GfK NOP survey was carried out for The Service entitled “Views on the Process of Petitioning for Bankruptcy”. From this survey, 47% of debtors indicated that they would have filed their petition earlier if the court had not been involved in the bankruptcy process. Similarly, 42% of debtors said that they felt that the involvement of the court made the process more severe.

In addition to this survey, the Consumer Credit Counselling Service has indicated that of individuals who have contacted their service with debt problems and who were advised that bankruptcy was a solution, 58% of the individuals had not filed their bankruptcy petition within 12 months of receiving advice, mainly due to the stigma and costs associated with the process. If the court were removed from the bankruptcy process for debtor petitions, it is likely that some debtors, who are currently reluctant to file their petitions due the stigma associated with the court’s involvement, would do so more quickly and thereby prevent a further increase in their indebtedness. Advertisement of the bankruptcy order will, however, remain unchanged.
ANNEX E:  GLOSSARY OF TERMS

	
	

	The Insolvency Service
	The Service



	HM Court Service
	HMCS



	Debt Relief Order
	DRO



	Individual Voluntary Arrangement
	IVA



	Simple Individual Voluntary Arrangement


	SIVA



	Income Payments Agreement/Order


	IPA/O

	Bankruptcy Restrictions Order/Undertaking


	BRO/U

	e-Government Unit


	e-GU

	Office of National Statistics
	ONS



	Insolvency Practitioner
	IP



	Insolvency and Trustee Service Australia
	ITSA



	Office of the Superintendent of Bankruptcy
	OSB




Debtor completes statement of affairs and petition





Hard copy versions printed.





Attend at local court with bankruptcy jurisdiction





Court clerk to check paperwork to ensure that complete





Return to debtor to complete





Debtor given appointment for hearing





Papers passed to Judge to ensure criteria met





Judge may pass the case to an IP under section 273





Bankruptcy order made





Official Receiver notified





Order given to bankrupt and court file made





Debtor completes statement of affairs and petition





Online submission	





Official Receiver notified





Order sent to debtor





Bankruptcy order made





Should an alternative be considered (DRO/IVA)?





Pass to IP or Intermediary





Returned to debtor to complete





Review documents to ensure complete and criteria met	





Received by The Insolvency Service





Postal submission











What is the problem under consideration? Why is government intervention necessary?





The number of bankruptcy orders has continued to rise over the last few years, whilst those orders based on debtors’ petitions and which currently constitute just over 80% of all bankruptcy orders made have risen particularly sharply. The increasing number of debtor petition bankruptcies, along with the work associated with the making of the bankruptcy orders, is causing a strain on the resources of H M Court Service, which in turn has led to increasing delays for debtors between the presentation of their bankruptcy petition and the making of the bankruptcy order. 





Consequently, government intervention is required to alleviate the problem and to ensure that debtors get access to debt relief in a timely manner.  The debtor petition bankruptcy process is governed by the Insolvency Act 1986 and therefore any amendments to the process will require legislative change.


























What are the policy objectives and the intended effects?





The main policy objectives can be summarised as follows:





To reduce, if not remove, the delay between the presentation of the bankruptcy petition and the making of the bankruptcy order on debtor petition bankruptcies. 


To ensure that the process is self-financing and that the overall cost is lower than the current cost.





The intended effect of the policy is to remove the administration of debtor petition bankruptcies from H M Court Service and to transfer the work involved in dealing with all debtor bankruptcy petitions and the making of bankruptcy orders from H M Court Service to The Insolvency Service.




















What policy options have been considered? Please justify any preferred option.





Do nothing – there would be no change from the current system. The delays faced by debtors would continue and are only likely to get worse in light of the projected increase in bankruptcy case numbers.





The Official Receiver makes the bankruptcy order when the debtor attends at his/her local Official Receiver’s office. However, this may have resource implications for Official Receiver offices in view of the projected increase in debtor petition cases and therefore may not achieve the policy objectives.





The preferred option is for The Insolvency Service to make all debtor petition bankruptcy orders administratively following electronic or postal submission of the bankruptcy petition. This would remove the court from the debtor petition process, thereby freeing up court time to deal with other civil procedure matters and removing the delay currently experienced by debtors.





When will the policy be reviewed to establish the actual costs and benefits and the achievement of the desired effects? 	





3 years after implementation.





Ministerial Sign-off For final proposal/implementation stage Assessments:





I have read the Impact Assessment and I am satisfied that (a) it represents a fair and reasonable view of the expected costs, benefits and impact of the policy, and (b) that the benefits justify the costs.





Signed by the responsible Minister:	











Date:








Ministerial Sign-off For consultation stage Impact Assessments:





I have read the Impact Assessment and I am satisfied that, given the available evidence, it represents a reasonable view of the likely costs, benefits and impact of the leading options
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Description and scale of key monetised costs by ‘main affected groups’


The Insolvency Service – set-up costs of £528,000


Advice agencies – set-up costs of £10,000


Debtors – between £4.4m and £5.6m (range based on £50 fee per case and case number predictions for 2009/2010 from table on page 5).

















   	�				      Total Cost (PV)


 








    ANNUAL COSTS


   





    One off                          Yrs 5


    (Transition)                     








Average Annual Cost 


                   (excluding one-off)


  


   








£  £ 538,000				        





£  £ 4.4m to £5.6m	         





 £ £4.9m to £6.1m    





Other key non-monetised costs by ‘main affected groups’


None











Description and scale of key monetised benefits by ‘main affected groups’








Debtors – between £4.5m and £5.7m (range based on the current cost to debtor of filing for bankruptcy (£150), taking account of those for whom the fee is waived, and case predictions for 2009/10 as per table on page 5)





HMCS – between £21m and £26.5m (range based on current cost per case to HMCS (see paragraph 13) and case predictions for 2009/10 as per the table on page 5)




















			  Total Benefit (PV)


 








    ANNUAL BENEFITS


     


     


    One off                         Yrs                     


                   








Average Annual Benefit


                   (excluding one-off)                                                                                                                                          





  


     











 £ £25.5m – 32.2m                 





£    





£  £-£           





£  £ 25.5m to £32.2m	                





£ £





Other key non-monetised benefits by ‘main affected groups’  


Creditors – a reduction in the increase of debts incurred by debtors during the delay between the presentation of a petition and the making of the bankruptcy order.


Debtors – a reduction in time taken to obtain debt relief


Health – reduction in the effects of stress relating to financial circumstances and stress.











Key Assumption/Sensitivities/Risks              


The number of debtor petitions will rise within the ranges predicted in the table on page 5 of this document. 


There may be an increase in cost to some debtors within the overall net benefit. 








Price Base


Year 2009/10     





Time Period


Years         1 





Net Benefit Range (NPV)


£-£20.6m to 26.1m                            





NET BENEFIT (NPV Best estimate)


£                                  





£  £ (Increase - Decrease)�                                





£  £                





£  £                    





(Net) Present Value





Annual Cost: Constant Prices





Impact on Admin Burdens Baseline (2005 Prices)


Increase of                             Decrease of			   Net Impact





Key:





£  £
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� An Official Receiver is an officer of the court and a civil servant employed by The Insolvency Service, who deals with bankruptcies and compulsory liquidations.


� A bankruptcy restrictions order or undertaking is a civil action taken by the Official Receiver, which applies bankruptcy restrictions on a person for a period of between 2 and 15 years. It is an important part of the balance of the bankruptcy regime and provides protection to the public and creditor community.


Where a bankrupt is not complying with the requirements of bankruptcy legislation, the Official Receiver may apply to court for the running of the bankrupt’s automatic discharge to be suspended.


A public examination is an oral examination of an individual on oath in open court.


� HMCS Business Strategy: February 2006


� See Appendix D: Impact Assessment paragraphs 11 to 17 (also available at http://www.insolvency.gov.uk/insolvencyprofessionandlegislation/con_doc_register/registerindex.htm) 


� Section 264 of the Insolvency Act 1986


� The information for this statement is contained within paragraph 7 of Annex D and in Annex D1.


� Rule 6.41(1) of the Insolvency Rules 1986


� The principal legislation in Canada is the Bankruptcy and Insolvency Act 1992


� http://strategis.ic.gc.ca/epic/site/bsf-osb.nsf/en/br01285e.html
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table for appendix

				1992-1993		1993-1994		1994-1995		1995-1996		1996-1997		1997-1998		1998-1999		1999-2000		2000-2001		2001-2002		2002-2003		2003-2004		2004-2005		2005-2006

		Total number of bankruptcy petitions presented		47,237		41,607		36,069		32,966		31,146		28,179		29,291		29,771		30,525		30,026		33,681		37,537		46,945		64,797

		Total number of bankruptcy petitions presented by creditors		30,235		27,484		24,533		22,571		20,874		18,491		18,346		17,294		17,449		14,653		16,839		17,447		17,765		21,531

		Total number of bankruptcy petitions presented by debtors		17,002		14,123		11,536		10,395		10,272		9,688		10,945		12,477		13,076		15,373		16,842		20,090		29,180		43,266

		Total number of bankruptcy orders made		33,125		28,996		23,828		22,186		21,058		19,713		20,508		21,479		21,961		23,426		25,177		29,633		37,562		53,386

		Total number of bankruptcy orders made on creditor petitions		16,123		14,873		12,292		11,626		10,824		9,857		9,446		8,934		8,216		7,676		7,553		8,171		7,943		9,982

		Total number of bankruptcy orders made on debtor petitions		17,002		14,123		11,536		10,560		10,234		9,856		11,062		12,545		13,745		15,750		17,624		21,462		29,619		43,404

		Total number of self-employed bankrupts		19,640		17,550		14,162		13,202		12,103		11,056		10,779		10,298		10,049		9,434		9,061		9,108		9,573

		Sample size where creditor petition type has been extracted		2,155		-		8,313		-		-		-		-		6,309		-		-		-		-		6,808		8,731
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level of creditor pet graph

				1992-1993		1993-1994		1994-1995		1995-1996		1996-1997		1997-1998		1998-1999		1999-2000		2000-2001		2001-2002		2002-2003		2003-2004		2004-2005		2005-2006

		Number of petitions for bankruptcy presented by creditors		30,235		27,484		24,533		22,571		20,874		18,491		18,346		17,294		17,449		14,653		16,839		17,447		17,765		21,531
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Number of petitions for bankruptcy presented by creditors

Figure 1: The level of bankruptcy petitions presented by creditors



petitions presented graphs

		

				Creditor bankruptcy petitions		Debtor bankruptcy petitions		Total level of petitions presented		Bankruptcy petitions presented by creditors as a % of all petitions presented

		1992		7,445		4,395		11,840		62.88%

				7,356		3,830		11,186		65.76%

				7,820		4,087		11,907		65.68%

				7,252		4,148		11,400		63.61%

		1993		7,807		4,937		12,744		61.26%

				7,363		3,429		10,792		68.23%

				7,178		3,653		10,831		66.27%

				6,120		3,047		9,167		66.76%

		1994		6,823		3,994		10,817		63.08%

				6,468		3,250		9,718		66.56%

				6,149		3,049		9,198		66.85%

				5,119		2,463		7,582		67.52%

		1995		6,797		2,774		9,571		71.02%

				6,095		2,434		8,529		71.46%

				5,658		2,504		8,162		69.32%

				5,215		2,427		7,642		68.24%

		1996		5,603		3,030		8,633		64.90%

				5,314		2,617		7,931		67.00%

				5,269		2,614		7,883		66.84%

				5,082		2,428		7,510		67.67%

		1997		5,209		2,613		7,822		66.59%

				5,231		2,431		7,662		68.27%

				4,812		2,380		7,192		66.91%

				4,291		2,212		6,503		65.98%

		1998		4,157		2,665		6,822		60.94%

				4,616		2,500		7,116		64.87%

				4,562		2,522		7,084		64.40%

				4,420		2,693		7,113		62.14%

		1999		4,748		3,230		7,978		59.51%

				4,433		3,221		7,654		57.92%

				4,466		3,006		7,472		59.77%

				3,849		2,936		6,785		56.73%

		2000		4,546		3,314		7,860		57.84%

				4,166		3,074		7,240		57.54%

				4,229		3,158		7,387		57.25%

				4,279		3,211		7,490		57.13%

		2001		4,775		3,633		8,408		56.79%

				3,866		3,742		7,608		50.81%

				3,444		3,806		7,250		47.50%

				3,486		3,803		7,289		47.83%

		2002		3,857		4,022		7,879		48.95%

				3,803		4,206		8,009		47.48%

				4,069		4,105		8,174		49.78%

				4,601		4,174		8,775		52.43%

		2003		4,366		4,357		8,723		50.05%

				4,271		4,776		9,047		47.21%

				4,320		4,922		9,242		46.74%

				4,301		5,268		9,569		44.95%

		2004		4,555		5,124		9,679		47.06%

				4,422		7,337		11,759		37.61%

				3,980		6,901		10,881		36.58%

				4,502		7,414		11,916		37.78%

		2005		4,861		7,528		12,389		39.24%

				5,419		9,285		14,704		36.85%

				5,087		9,418		14,505		35.07%

				5,410		10,666		16,076		33.65%

		2006		5,615		13,897		19,512		28.78%

				1992-1993		1993-1994		1994-1995		1995-1996		1996-1997		1997-1998		1998-1999		1999-2000		2000-2001		2001-2002		2002-2003		2003-2004		2004-2005		2005-2006

		Total number of bankruptcy petitions presented		47,237		41,607		36,069		32,966		31,146		28,179		29,291		29,771		30,525		30,026		33,681		37,537		46,945		64,797

		Total number of bankruptcy petitions presented by creditors		30,235		27,484		24,533		22,571		20,874		18,491		18,346		17,294		17,449		14,653		16,839		17,447		17,765		21,531

		Total number of bankruptcy petitions presented by debtors		17,002		14,123		11,536		10,395		10,272		9,688		10,945		12,477		13,076		15,373		16,842		20,090		29,180		43,266





petitions presented graphs

		1992		1992		1992

		7356		3830		11186

		7820		4087		11907

		7252		4148		11400

		1993		1993		1993

		7363		3429		10792

		7178		3653		10831

		6120		3047		9167

		1994		1994		1994

		6468		3250		9718

		6149		3049		9198

		5119		2463		7582

		1995		1995		1995

		6095		2434		8529

		5658		2504		8162

		5215		2427		7642

		1996		1996		1996

		5314		2617		7931

		5269		2614		7883

		5082		2428		7510

		1997		1997		1997

		5231		2431		7662

		4812		2380		7192

		4291		2212		6503

		1998		1998		1998

		4616		2500		7116

		4562		2522		7084

		4420		2693		7113

		1999		1999		1999

		4433		3221		7654

		4466		3006		7472

		3849		2936		6785

		2000		2000		2000

		4166		3074		7240

		4229		3158		7387

		4279		3211		7490

		2001		2001		2001

		3866		3742		7608

		3444		3806		7250

		3486		3803		7289

		2002		2002		2002

		3803		4206		8009

		4069		4105		8174

		4601		4174		8775

		2003		2003		2003

		4271		4776		9047

		4320		4922		9242

		4301		5268		9569

		2004		2004		2004

		4422		7337		11759

		3980		6901		10881

		4502		7414		11916

		2005		2005		2005

		5419		9285		14704

		5087		9418		14505

		5410		10666		16076

		2006		2006		2006



Creditor bankruptcy petitions

Debtor bankruptcy petitions

Total level of petitions presented
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Amended figures

																Total level of petitions presented

														1992-1993		47,237

				Creditors bankruptcy petitions		Debtors bankruptcy petitions		Total level of petitions presented						1993-1994		41607

		1992		7,445		4,395		11,840						1994-1995		36069

				7,356		3,830		11,186						1995-1996		32966

				7,820		4,087		11,907						1996-1997		31146

				7,252		4,148		11,400						1997-1998		28179

		1993		7,807		4,937		12,744		47,237				1998-1999		29291

				7,363		3,429		10,792						1999-2000		29771

				7,178		3,653		10,831						2000-2001		30525

				6,120		3,047		9,167						2001-2002		30026

		1994		6,823		3,994		10,817		41,607				2002-2003		33681

				6,468		3,250		9,718						2003-2004		37537

				6,149		3,049		9,198						2004-2005		46945

				5,119		2,463		7,582						2005-2006		64797				0.37174249

		1995		6,797		2,774		9,571		36,069

				6,095		2,434		8,529

				5,658		2,504		8,162

				5,215		2,427		7,642

		1996		5,603		3,030		8,633		32,966

				5,314		2,617		7,931

				5,269		2,614		7,883

				5,082		2,428		7,510

		1997		5,209		2,613		7,822		31,146

				5,231		2,431		7,662

				4,812		2,380		7,192

				4,291		2,212		6,503

		1998		4,157		2,665		6,822		28,179

				4,616		2,500		7,116

				4,562		2,522		7,084

				4,420		2,693		7,113

		1999		4,748		3,230		7,978		29,291

				4,433		3,221		7,654

				4,466		3,006		7,472

				3,849		2,936		6,785

		2000		4,546		3,314		7,860		29,771

				4,166		3,074		7,240

				4,229		3,158		7,387

				4,279		3,211		7,490

		2001		4,775		3,633		8,408		30,525

				3,866		3,742		7,608

				3,444		3,806		7,250

				3,486		3,803		7,289

		2002		3,857		4,022		7,879		30,026

				3,803		4,206		8,009

				4,069		4,105		8,174

				4,601		4,174		8,775

		2003		4,366		4,357		8,723		33,681

				4,271		4,776		9,047

				4,320		4,922		9,242

				4,301		5,268		9,569

		2004		4,555		5,124		9,679		37,537

				4,422		7,337		11,759

				3,980		6,901		10,881

				4,502		7,414		11,916

		2005		4,861		7,528		12,389		46,945

				5,419		9,285		14,704

				5,087		9,418		14,505

				5,410		10,666		16,076

		2006		5,615		13,897		19,512		64,797
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creditor type graph

				1992-1993		1993-1994		1994-1995		1995-1996		1996-1997		1997-1998		1998-1999		1999-2000		2000-2001		2001-2002		2002-2003		2003-2004		2004-2005		2005-2006

		Percentage of creditors' petitions where a bankruptcy order is made		48.67%		51.29%		51.59%		51.51%		51.85%		53.31%		51.49%		51.66%		47.09%		52.39%		44.85%		46.83%		44.71%		46.36%

		Total number of bankruptcy orders made		33125		28996		23828																								21,531

		Total number of bankruptcy orders made on creditor petitions		16123		14873		12292																						53,386

																														9,982

																														43,404

				1992-1993		1993-1994		1994-1995		1995-1996		1996-1997		1997-1998		1998-1999		1999-2000		2000-2001		2001-2002		2002-2003		2003-2004		2004-2005		2005-2006

		Total number of bankruptcy orders made on creditor petitions		16123		14873		12292		11,626		10,824		9,857		9,446		8,934		8,216		7,676		7,553		8,171		7,943		9,982

		Total number of bankruptcy orders made on debtor petitions		17002		14123		11536		10,560		10,234		9,856		11,062		12,545		13,745		15,750		17,624		21,462		29,619		43,404
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Percentage of creditors' petitions where a bankruptcy order is made

Figure 3: Percentage of creditors' petitions where a bankruptcy order is made
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Total number of bankruptcy orders made on creditor petitions

Total number of bankruptcy orders made on debtor petitions

Figure 5: Breakdown of bankruptcy orders made



				1992-1993		1993-1994		1994-1995		1995-1996		1996-1997		1997-1998		1998-1999		1999-2000		2000-2001		2001-2002		2002-2003		2003-2004		2004-2005		2005-2006

		Total number of bankruptcy petitions presented by creditors		30,235		27,484		24,533		22,571		20,874		18,491		18,346		17,294		17,449		14,653		16,839		17,447		17,765		21,531

		Total number of bankruptcy orders made on creditor petitions		16,123		14,873		12,292		11,626		10,824		9,857		9,446		8,934		8,216		7,676		7,553		8,171		7,943		9,982
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Figure 4: Comparison of the level of creditor bankruptcy petitions presented and orders made



				92 - 93		94-95		99-00		2004/5		2005/6

		ACCOUNTANCY/INSOLVENCY		7		63		231		196		588

		BANK		112		547		253		153		119

		BREWERY		40		237		160		165		84

		BUILDING/CONSTRUCTION		193		644		386		423		485

		CLOTHING		8		27		12		10		7

		COMMUNICATIONS				12		15		10		20

		CROWN		1180		4909		4081		3140		3937

		EDUCATION		2		20		17		34		27

		ELECTRICAL/ELECTRONICS		4		5		30		17		18

		ENGINEERING		2		16		4		14		17

		FARMING/AGRICULTURE		7		30		17		13		10

		FINANCE		146		692		402		512		764

		FOOD/DRINK		33		150		97		60		70

		FUEL				65		46		25		20

		INSURANCE		53		222		42		64		33

		LEGAL				44		33		115		96

		LEISURE				38		37		21		13

		LOCAL AUTHORITY		6		107		166		1556		2161

		MOTOR VEHICLES		31		57				55		32

		OTHER		9534		2981		1249		1215		1397

		PROPERTY		2		140		63		61		54

		PUBLISHING/PRINTING		17		68		18		26		17

		TRADE - OTHER		304		171		122		79		106

		TRANSPORT/DISTRIBUTION		8		42		75		17		26

		UTILITIES				7		2		42		27

		Summary (excluding other)														Summary

																		1992-1993		1994-1995		1999-2000		2004-2005		2005-2006						1992-1993		1994-1995		1999-2000		2004-2005		2005-2006

		Accountancy		7		63		231		196		588				Accountancy		7		63		231		196		588				Accountancy		7		63		231		196		588

		Banks		112		547		253		153		119				Banks		112		547		253		153		119				Banks		112		547		253		153		119

		Trade - Brewery		40		237		160		165		84				Crown		1180		4909		4081		3140		3937				Crown		1180		4909		4081		3140		3937

		Trade - Building/Construction		193		644		386		423		485				Finance		146		692		402		512		764				Finance		146		692		402		512		764

		Trade - Clothing		8		27		12		10		7				Insurance		53		222		42		64		33				Insurance		53		222		42		64		33

		Trade - Communications				12		15		10		20				Legal				44		33		115		96				Local Authority		6		107		166		1556		2161

		Crown		1180		4909		4081		3140		3937				Leisure				38		37		21		13				Other		33		286		135		294		222

		Trade - Education		2		20		17		34		27				Local Authority		6		107		166		1556		2161				Trade		618		1487		999		893		907

		Trade - Electrical/Electronics		4		5		30		17		18				Motor Vehicles		31		57				55		32				Total		2155		8313		6309		6808		8731

		Trade - Engineering		2		16		4		14		17				Property		2		140		63		61		54

		Trade - Farming/Agriculture		7		30		17		13		10				Trade		618		1487		999		893		907

		Finance		146		692		402		512		764				Utilities				7		2		42		27

		Trade - Food/Drink		33		150		97		60		70				Total		2155		8313		6309		6808		8731						1992-1993		1994-1995		1999-2000		2004-2005		2005-2006

		Trade - Fuel				65		46		25		20																		Accountancy		0.3%		0.8%		3.7%		2.9%		6.7%

		Insurance		53		222		42		64		33				Summary		1992-1993		1994-1995		1999-2000		2004-2005		2005-2006				Banks		5.2%		6.6%		4.0%		2.2%		1.4%

		Legal				44		33		115		96				Accountancy		0.3%		0.8%		3.7%		2.9%		6.7%				Crown		54.8%		59.1%		64.7%		46.1%		45.1%

		Leisure				38		37		21		13				Banks		5.2%		6.6%		4.0%		2.2%		1.4%				Finance		6.8%		8.3%		6.4%		7.5%		8.8%

		Local Authority		6		107		166		1556		2161				Crown		54.8%		59.1%		64.7%		46.1%		45.1%				Insurance		2.5%		2.7%		0.7%		0.9%		0.4%

		Motor Vehicles		31		57				55		32				Finance		6.8%		8.3%		6.4%		7.5%		8.8%				Local Authority		0.3%		1.3%		2.6%		22.9%		24.8%

		Property		2		140		63		61		54				Insurance		2.5%		2.7%		0.7%		0.9%		0.4%				Other		1.5%		3.4%		2.1%		4.3%		2.5%

		Trade - Publishing/Printing		17		68		18		26		17				Legal		0.0%		0.5%		0.5%		1.7%		1.1%				Trade		28.7%		17.9%		15.8%		13.1%		10.4%

		Trade - Other		304		171		122		79		106				Leisure		0.0%		0.5%		0.6%		0.3%		0.1%

		Trade - Transoprt/Distribution		8		42		75		17		26				Local Authority		0.3%		1.3%		2.6%		22.9%		24.8%

		Utilities				7		2		42		27				Motor Vehicles		1.4%		0.7%		0.0%		0.8%		0.4%

		Total		2155		8313		6309		6808		8731				Property		0.1%		1.7%		1.0%		0.9%		0.6%

																Trade		28.7%		17.9%		15.8%		13.1%		10.4%

																Utilities		0.0%		0.1%		0.0%		0.6%		0.3%





				1992-1993		1994-1995		1999-2000		2004-2005		2005-2006

		Accountants		0.3%		0.8%		3.7%		2.9%		6.7%

		Banks		5.2%		6.6%		4.0%		2.2%		1.4%

		Crown Departments		54.8%		59.1%		64.7%		46.1%		45.1%

		Financial Institutes		6.8%		8.3%		6.4%		7.5%		8.8%

		Insurance Companies		2.5%		2.7%		0.7%		0.9%		0.4%

		Local Authorities		0.3%		1.3%		2.6%		22.9%		24.8%

		Other		1.5%		3.4%		2.1%		4.3%		2.5%

		Trade Creditors		28.7%		17.9%		15.8%		13.1%		10.4%

				1992-1993		1994-1995		1999-2000		2004-2005		2005-2006

		Crown Departments		54.8%		59.1%		64.7%		46.1%		45.1%

		Trade Creditors		28.7%		17.9%		15.8%		13.1%		10.4%

				83.4%		76.9%		80.5%		59.2%		55.5%

				1992-1993		1993-1994		1994-1995		1995-1996		1996-1997		1997-1998		1998-1999		1999-2000		2000-2001		2001-2002		2002-2003		2003-2004		2004-2005		2005-2006

		Self-employed bankrupts as % of total bankrupts		59.29%		60.53%		59.43%		59.51%		57.47%		56.08%		52.56%		47.94%		45.76%		40.27%		35.99%		30.74%		25.49%

		% of bankruptcy orders where the petitioner is the Crown or a Trade Creditor		83.43%				76.94%										80.52%										59.24%		55.48%
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Figure 5: Breakdown of petitioning creditor type
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Figure 6: Comparison of the percentage of self-employed bankrupts and trading-associated petitioners
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table for appendix

				1992-1993		1993-1994		1994-1995		1995-1996		1996-1997		1997-1998		1998-1999		1999-2000		2000-2001		2001-2002		2002-2003		2003-2004		2004-2005		2005-2006

		Total number of bankruptcy petitions presented		47,237		41,607		36,069		32,966		31,146		28,179		29,291		29,771		30,525		30,026		33,681		37,537		46,945		64,797

		Total number of bankruptcy petitions presented by creditors		30,235		27,484		24,533		22,571		20,874		18,491		18,346		17,294		17,449		14,653		16,839		17,447		17,765		21,531

		Total number of bankruptcy petitions presented by debtors		17,002		14,123		11,536		10,395		10,272		9,688		10,945		12,477		13,076		15,373		16,842		20,090		29,180		43,266

		Total number of bankruptcy orders made		33,125		28,996		23,828		22,186		21,058		19,713		20,508		21,479		21,961		23,426		25,177		29,633		37,562		53,386

		Total number of bankruptcy orders made on creditor petitions		16,123		14,873		12,292		11,626		10,824		9,857		9,446		8,934		8,216		7,676		7,553		8,171		7,943		9,982

		Total number of bankruptcy orders made on debtor petitions		17,002		14,123		11,536		10,560		10,234		9,856		11,062		12,545		13,745		15,750		17,624		21,462		29,619		43,404

		Total number of self-employed bankrupts		19,640		17,550		14,162		13,202		12,103		11,056		10,779		10,298		10,049		9,434		9,061		9,108		9,573

		Sample size where creditor petition type has been extracted		2,155		-		8,313		-		-		-		-		6,309		-		-		-		-		6,808		8,731
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		Number of petitions for bankruptcy presented by creditors		30,235		27,484		24,533		22,571		20,874		18,491		18,346		17,294		17,449		14,653		16,839		17,447		17,765		21,531
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Figure 1: The level of bankruptcy petitions presented by creditors



petitions presented graphs

		

				Creditor bankruptcy petitions		Debtor bankruptcy petitions		Total level of petitions presented		Bankruptcy petitions presented by creditors as a % of all petitions presented

		1992		7,445		4,395		11,840		62.88%

				7,356		3,830		11,186		65.76%

				7,820		4,087		11,907		65.68%

				7,252		4,148		11,400		63.61%

		1993		7,807		4,937		12,744		61.26%

				7,363		3,429		10,792		68.23%

				7,178		3,653		10,831		66.27%

				6,120		3,047		9,167		66.76%

		1994		6,823		3,994		10,817		63.08%

				6,468		3,250		9,718		66.56%

				6,149		3,049		9,198		66.85%

				5,119		2,463		7,582		67.52%

		1995		6,797		2,774		9,571		71.02%

				6,095		2,434		8,529		71.46%

				5,658		2,504		8,162		69.32%

				5,215		2,427		7,642		68.24%

		1996		5,603		3,030		8,633		64.90%

				5,314		2,617		7,931		67.00%

				5,269		2,614		7,883		66.84%

				5,082		2,428		7,510		67.67%

		1997		5,209		2,613		7,822		66.59%

				5,231		2,431		7,662		68.27%

				4,812		2,380		7,192		66.91%

				4,291		2,212		6,503		65.98%

		1998		4,157		2,665		6,822		60.94%

				4,616		2,500		7,116		64.87%

				4,562		2,522		7,084		64.40%

				4,420		2,693		7,113		62.14%

		1999		4,748		3,230		7,978		59.51%

				4,433		3,221		7,654		57.92%

				4,466		3,006		7,472		59.77%

				3,849		2,936		6,785		56.73%

		2000		4,546		3,314		7,860		57.84%

				4,166		3,074		7,240		57.54%

				4,229		3,158		7,387		57.25%

				4,279		3,211		7,490		57.13%

		2001		4,775		3,633		8,408		56.79%

				3,866		3,742		7,608		50.81%

				3,444		3,806		7,250		47.50%

				3,486		3,803		7,289		47.83%

		2002		3,857		4,022		7,879		48.95%

				3,803		4,206		8,009		47.48%

				4,069		4,105		8,174		49.78%

				4,601		4,174		8,775		52.43%

		2003		4,366		4,357		8,723		50.05%

				4,271		4,776		9,047		47.21%

				4,320		4,922		9,242		46.74%

				4,301		5,268		9,569		44.95%

		2004		4,555		5,124		9,679		47.06%

				4,422		7,337		11,759		37.61%

				3,980		6,901		10,881		36.58%

				4,502		7,414		11,916		37.78%

		2005		4,861		7,528		12,389		39.24%

				5,419		9,285		14,704		36.85%

				5,087		9,418		14,505		35.07%

				5,410		10,666		16,076		33.65%

		2006		5,615		13,897		19,512		28.78%

				1992-1993		1993-1994		1994-1995		1995-1996		1996-1997		1997-1998		1998-1999		1999-2000		2000-2001		2001-2002		2002-2003		2003-2004		2004-2005		2005-2006

		Total number of bankruptcy petitions presented		47,237		41,607		36,069		32,966		31,146		28,179		29,291		29,771		30,525		30,026		33,681		37,537		46,945		64,797

		Total number of bankruptcy petitions presented by creditors		30,235		27,484		24,533		22,571		20,874		18,491		18,346		17,294		17,449		14,653		16,839		17,447		17,765		21,531

		Total number of bankruptcy petitions presented by debtors		17,002		14,123		11,536		10,395		10,272		9,688		10,945		12,477		13,076		15,373		16,842		20,090		29,180		43,266
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Amended figures

																Total level of petitions presented

														1992-1993		47,237

				Creditors bankruptcy petitions		Debtors bankruptcy petitions		Total level of petitions presented						1993-1994		41607

		1992		7,445		4,395		11,840						1994-1995		36069

				7,356		3,830		11,186						1995-1996		32966

				7,820		4,087		11,907						1996-1997		31146

				7,252		4,148		11,400						1997-1998		28179

		1993		7,807		4,937		12,744		47,237				1998-1999		29291

				7,363		3,429		10,792						1999-2000		29771

				7,178		3,653		10,831						2000-2001		30525

				6,120		3,047		9,167						2001-2002		30026

		1994		6,823		3,994		10,817		41,607				2002-2003		33681

				6,468		3,250		9,718						2003-2004		37537

				6,149		3,049		9,198						2004-2005		46945

				5,119		2,463		7,582						2005-2006		64797				0.37174249

		1995		6,797		2,774		9,571		36,069

				6,095		2,434		8,529

				5,658		2,504		8,162

				5,215		2,427		7,642

		1996		5,603		3,030		8,633		32,966

				5,314		2,617		7,931

				5,269		2,614		7,883

				5,082		2,428		7,510

		1997		5,209		2,613		7,822		31,146

				5,231		2,431		7,662

				4,812		2,380		7,192

				4,291		2,212		6,503

		1998		4,157		2,665		6,822		28,179

				4,616		2,500		7,116

				4,562		2,522		7,084

				4,420		2,693		7,113

		1999		4,748		3,230		7,978		29,291

				4,433		3,221		7,654

				4,466		3,006		7,472

				3,849		2,936		6,785

		2000		4,546		3,314		7,860		29,771

				4,166		3,074		7,240

				4,229		3,158		7,387

				4,279		3,211		7,490

		2001		4,775		3,633		8,408		30,525

				3,866		3,742		7,608

				3,444		3,806		7,250

				3,486		3,803		7,289

		2002		3,857		4,022		7,879		30,026

				3,803		4,206		8,009

				4,069		4,105		8,174

				4,601		4,174		8,775

		2003		4,366		4,357		8,723		33,681

				4,271		4,776		9,047

				4,320		4,922		9,242

				4,301		5,268		9,569

		2004		4,555		5,124		9,679		37,537

				4,422		7,337		11,759

				3,980		6,901		10,881

				4,502		7,414		11,916

		2005		4,861		7,528		12,389		46,945

				5,419		9,285		14,704

				5,087		9,418		14,505

				5,410		10,666		16,076

		2006		5,615		13,897		19,512		64,797

														1992-1993

														1993-1994

														1994-1995

														1995-1996

														1996-1997

														1997-1998

														1998-1999

														1999-2000

														2000-2001

														2001-2002

														2002-2003

														2003-2004

														2004-2005

														2005-2006





creditor type graph

				1992-1993		1993-1994		1994-1995		1995-1996		1996-1997		1997-1998		1998-1999		1999-2000		2000-2001		2001-2002		2002-2003		2003-2004		2004-2005		2005-2006

		Percentage of creditors' petitions where a bankruptcy order is made		48.67%		51.29%		51.59%		51.51%		51.85%		53.31%		51.49%		51.66%		47.09%		52.39%		44.85%		46.83%		44.71%		46.36%

		Total number of bankruptcy orders made		33125		28996		23828																								21,531

		Total number of bankruptcy orders made on creditor petitions		16123		14873		12292																						53,386

																														9,982

																														43,404

				1992-1993		1993-1994		1994-1995		1995-1996		1996-1997		1997-1998		1998-1999		1999-2000		2000-2001		2001-2002		2002-2003		2003-2004		2004-2005		2005-2006

		Total number of bankruptcy orders made on creditor petitions		16123		14873		12292		11,626		10,824		9,857		9,446		8,934		8,216		7,676		7,553		8,171		7,943		9,982

		Total number of bankruptcy orders made on debtor petitions		17002		14123		11536		10,560		10,234		9,856		11,062		12,545		13,745		15,750		17,624		21,462		29,619		43,404
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Figure 3: Percentage of creditors' petitions where a bankruptcy order is made
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Figure 5: Breakdown of bankruptcy orders made



				1992-1993		1993-1994		1994-1995		1995-1996		1996-1997		1997-1998		1998-1999		1999-2000		2000-2001		2001-2002		2002-2003		2003-2004		2004-2005		2005-2006

		Total number of bankruptcy petitions presented by creditors		30,235		27,484		24,533		22,571		20,874		18,491		18,346		17,294		17,449		14,653		16,839		17,447		17,765		21,531

		Total number of bankruptcy orders made on creditor petitions		16,123		14,873		12,292		11,626		10,824		9,857		9,446		8,934		8,216		7,676		7,553		8,171		7,943		9,982
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Figure 4: Comparison of the level of creditor bankruptcy petitions presented and orders made



				92 - 93		94-95		99-00		2004/5		2005/6

		ACCOUNTANCY/INSOLVENCY		7		63		231		196		588

		BANK		112		547		253		153		119

		BREWERY		40		237		160		165		84

		BUILDING/CONSTRUCTION		193		644		386		423		485

		CLOTHING		8		27		12		10		7

		COMMUNICATIONS				12		15		10		20

		CROWN		1180		4909		4081		3140		3937

		EDUCATION		2		20		17		34		27

		ELECTRICAL/ELECTRONICS		4		5		30		17		18

		ENGINEERING		2		16		4		14		17

		FARMING/AGRICULTURE		7		30		17		13		10

		FINANCE		146		692		402		512		764

		FOOD/DRINK		33		150		97		60		70

		FUEL				65		46		25		20

		INSURANCE		53		222		42		64		33

		LEGAL				44		33		115		96

		LEISURE				38		37		21		13

		LOCAL AUTHORITY		6		107		166		1556		2161

		MOTOR VEHICLES		31		57				55		32

		OTHER		9534		2981		1249		1215		1397

		PROPERTY		2		140		63		61		54

		PUBLISHING/PRINTING		17		68		18		26		17

		TRADE - OTHER		304		171		122		79		106

		TRANSPORT/DISTRIBUTION		8		42		75		17		26

		UTILITIES				7		2		42		27

		Summary (excluding other)														Summary

																		1992-1993		1994-1995		1999-2000		2004-2005		2005-2006						1992-1993		1994-1995		1999-2000		2004-2005		2005-2006

		Accountancy		7		63		231		196		588				Accountancy		7		63		231		196		588				Accountancy		7		63		231		196		588

		Banks		112		547		253		153		119				Banks		112		547		253		153		119				Banks		112		547		253		153		119

		Trade - Brewery		40		237		160		165		84				Crown		1180		4909		4081		3140		3937				Crown		1180		4909		4081		3140		3937

		Trade - Building/Construction		193		644		386		423		485				Finance		146		692		402		512		764				Finance		146		692		402		512		764

		Trade - Clothing		8		27		12		10		7				Insurance		53		222		42		64		33				Insurance		53		222		42		64		33

		Trade - Communications				12		15		10		20				Legal				44		33		115		96				Local Authority		6		107		166		1556		2161

		Crown		1180		4909		4081		3140		3937				Leisure				38		37		21		13				Other		33		286		135		294		222

		Trade - Education		2		20		17		34		27				Local Authority		6		107		166		1556		2161				Trade		618		1487		999		893		907

		Trade - Electrical/Electronics		4		5		30		17		18				Motor Vehicles		31		57				55		32				Total		2155		8313		6309		6808		8731

		Trade - Engineering		2		16		4		14		17				Property		2		140		63		61		54

		Trade - Farming/Agriculture		7		30		17		13		10				Trade		618		1487		999		893		907

		Finance		146		692		402		512		764				Utilities				7		2		42		27

		Trade - Food/Drink		33		150		97		60		70				Total		2155		8313		6309		6808		8731						1992-1993		1994-1995		1999-2000		2004-2005		2005-2006

		Trade - Fuel				65		46		25		20																		Accountancy		0.3%		0.8%		3.7%		2.9%		6.7%

		Insurance		53		222		42		64		33				Summary		1992-1993		1994-1995		1999-2000		2004-2005		2005-2006				Banks		5.2%		6.6%		4.0%		2.2%		1.4%

		Legal				44		33		115		96				Accountancy		0.3%		0.8%		3.7%		2.9%		6.7%				Crown		54.8%		59.1%		64.7%		46.1%		45.1%

		Leisure				38		37		21		13				Banks		5.2%		6.6%		4.0%		2.2%		1.4%				Finance		6.8%		8.3%		6.4%		7.5%		8.8%

		Local Authority		6		107		166		1556		2161				Crown		54.8%		59.1%		64.7%		46.1%		45.1%				Insurance		2.5%		2.7%		0.7%		0.9%		0.4%

		Motor Vehicles		31		57				55		32				Finance		6.8%		8.3%		6.4%		7.5%		8.8%				Local Authority		0.3%		1.3%		2.6%		22.9%		24.8%

		Property		2		140		63		61		54				Insurance		2.5%		2.7%		0.7%		0.9%		0.4%				Other		1.5%		3.4%		2.1%		4.3%		2.5%

		Trade - Publishing/Printing		17		68		18		26		17				Legal		0.0%		0.5%		0.5%		1.7%		1.1%				Trade		28.7%		17.9%		15.8%		13.1%		10.4%

		Trade - Other		304		171		122		79		106				Leisure		0.0%		0.5%		0.6%		0.3%		0.1%

		Trade - Transoprt/Distribution		8		42		75		17		26				Local Authority		0.3%		1.3%		2.6%		22.9%		24.8%

		Utilities				7		2		42		27				Motor Vehicles		1.4%		0.7%		0.0%		0.8%		0.4%

		Total		2155		8313		6309		6808		8731				Property		0.1%		1.7%		1.0%		0.9%		0.6%

																Trade		28.7%		17.9%		15.8%		13.1%		10.4%

																Utilities		0.0%		0.1%		0.0%		0.6%		0.3%





				1992-1993		1994-1995		1999-2000		2004-2005		2005-2006

		Accountants		0.3%		0.8%		3.7%		2.9%		6.7%

		Banks		5.2%		6.6%		4.0%		2.2%		1.4%

		Crown Departments		54.8%		59.1%		64.7%		46.1%		45.1%

		Financial Institutes		6.8%		8.3%		6.4%		7.5%		8.8%

		Insurance Companies		2.5%		2.7%		0.7%		0.9%		0.4%

		Local Authorities		0.3%		1.3%		2.6%		22.9%		24.8%

		Other		1.5%		3.4%		2.1%		4.3%		2.5%

		Trade Creditors		28.7%		17.9%		15.8%		13.1%		10.4%

				1992-1993		1994-1995		1999-2000		2004-2005		2005-2006

		Crown Departments		54.8%		59.1%		64.7%		46.1%		45.1%

		Trade Creditors		28.7%		17.9%		15.8%		13.1%		10.4%

				83.4%		76.9%		80.5%		59.2%		55.5%

				1992-1993		1993-1994		1994-1995		1995-1996		1996-1997		1997-1998		1998-1999		1999-2000		2000-2001		2001-2002		2002-2003		2003-2004		2004-2005		2005-2006

		Self-employed bankrupts as % of total bankrupts		59.29%		60.53%		59.43%		59.51%		57.47%		56.08%		52.56%		47.94%		45.76%		40.27%		35.99%		30.74%		25.49%

		% of bankruptcy orders where the petitioner is the Crown or a Trade Creditor		83.43%				76.94%										80.52%										59.24%		55.48%
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Figure 5: Breakdown of petitioning creditor type
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Figure 6: Comparison of the percentage of self-employed bankrupts and trading-associated petitioners




