IVA STANDING COMMITTEE

Report on the 5th meeting of the IVA Standing committee held on Monday 15 September 2008 at 21 Bloomsbury Street  
Issues arising from Protocol reports 

1. One report shows that about 39% of proposals were compliant and among these there were, on average 3 to 5 modifications in each case. The nature of modifications was similar to those seen previously, but there were fewer that were already covered by the protocol and STCs. Some proposals were being worded in an inconsistent way which made it difficult to distinguish between compliant and non-compliant cases.  

2. There was some variation in expected payment of dividends and modifications being made as a result of this. The question was asked, should there be a maximum first payment date i.e. 9 months, in STCs? There was discussion about the dependence of this on the level set for the nominee fee and the question of frequency of distribution was also raised. It was felt that BACs should enable this to be done monthly and at any rate more frequently than quarterly. 

3. Not all providers are yet compliant but progress continues to be made. With the IT costs involved there was no commercial imperative to bring forward the timetable for achieving this aim.  On one view there is still a choice IVAs viewed as a “commodity” product, with their terms being determined by the marketplace, or allowing greater variation within the framework of the protocol.

4. On the issue of fees, which is outside the scope of the protocol, there was some comment about the decline in contributions affecting the margins of providers. However a suggestion that there might some industry agreement about fee levels should be cautioned on competition grounds.

5. The issue of hurdle rates being operated was raised, to the exclusion of those with lower income surpluses. In many cases these debtors were being moved to less suitable DMPs or informal arrangements.

SIVAs
6. The committee was asked for comments on how they thought SIVAs would fit in with the protocol. An outline of how SIVAs would work was given, including the similarity of documentation with a PC IVA. It was also emphasised that “SIVAs” would not emerge as a stand-alone entity, but as a variation of the FTVA, currently only available via bankruptcy and the OR. Generally it was thought that SIVAs could easily be assimilated along with PC IVAs.  

7. There was some discussion about the bar on modifications in SIVAs and the need for some pragmatism to operate to avoid negotiations being driven underground. The consultation exercise had been completed some time ago and preparations were being made for an LRO to make SIVAs law by April 2009. It was also made clear that SIVAs had to be brought in by legislation in view of the reduction in the majority of creditor value needed to approve a proposal.  

8. There was a request for current drafts to be circulated but there seemed to be limited scope for doing this. It was agreed that a summary of the SIVA process would be sent out for comments.

Report on sub-group work: Equity

9. It was agreed that any confusion about the use of a percentage annual increase in value of equity in proposals would be avoided by emphasising that it is shown for illustrative purposes only. The proposal will be on the basis of the actual equity at month 54, whatever that turns out to be. Some estimate will be needed at the outset in order for creditors to judge the acceptability of the proposal.   

10. The question was raised about when the debtor should seek independent financial advice about the future cost of remortgaging. Currently this is assumed to be at the point of remortgaging i.e. at M54, but this may be inappropriate in some cases. There is no ideal answer to this but the need for obtaining proper advice should be emphasised from the outset. This is a matter for the sub-group on equity to consider and report back to the standing committee.  

Report on sub-group work: Debtor’s Guide

11. Progress has been made on drafting the guide and it is hoped a final version will be available soon. Questions were raised about the format and availability of the guide when it is published

12. Opinion on format and user-friendliness was divided, some felt the guide was too long or that it should be divided into different leaflets for the various different procedures. There were views expressed on whether the guide should be made available electronically first and then printed, and also that the final version should await the introduction of DROs and SIVAs in April 2009.  

13. Views were also divided on whether the guide was being written along the lines originally envisaged. It was agreed that these points should be referred to the sub-group for consideration while making further progressed towards completion.

Report on sub-group work: Market Information

14. The meeting was asked whether there was still demand for the proposed data collection on IVAs, and the response was generally positive as global data about IVA (and DMP) profiles was still patchy and unreliable. The Insolvency Service would begin the process of collecting information via the returns submitted in every case by IPs. There would be additional questions on case profile to supplement those required by statute. The provision of this additional information could not be made compulsory but it is hoped it will provide a significant sample.

15. For DMPs, OFT were reviewing their guidance on debt management companies generally and it may be possible for data to be collected as part of this exercise.  

16. Next meeting to held in late November
