IVA STANDING COMMITTEE

Report on the 4th meeting of the IVA Standing Committee held on Wednesday 14 May 2008 at 21 Bloomsbury Street  
Issues arising from Protocol reports 

1. A list of six items to be considered in reviewing the operation of the Protocol has been previously agreed by the Committee and placed on the IS website.

2. There was still some evidence that creditors are applying arbitrary minimum criteria before acceptance of a proposal even if compliant, although, as with fees and dividends, this issue did not fall within the original terms of reference when drawing up the Protocol. It was noted that major banks had previously indicated that they would be reluctant to move on hurdle rates until they could see evidence of the Protocol working, and that current usage was probably not sufficient to give them that assurance.

3. Not all of the providers were geared up to the use of the Protocol but expected to have systems in place in the near future.  Those who had reported a reduction in the number of modifications being put forward, but they almost exclusively fell into a handful of categories, which were looked at in more detail later on.   

4. The introduction of a standard proposal was suggested as a way of avoiding some of the problems reported whereby the use of the cover sheet did not guarantee compliance of the proposal itself. The regulators are doing their best to educate their members on how compliant proposals should be drawn. 

Changes agreed to protocol/STCs

5. The main changes to be made to the Protocol were as follows: -

Note on Health Insurance to go into Protocol requiring separate disclosure of reasons for inclusion in necessary expenditure

In Annex 2, Regulatory Framework, the following amendments should be made:

"This would allow debtors dealing with an Insolvency Practitioner or debt advice firm, holding a standard licence, to bring an unresolved complaint to the Ombudsman relating to the advice they had received.  Similar complaints about Insolvency Practitioners, who were covered by a group consumer credit licence held by their regulator, could not be brought to the Ombudsman, but could be brought to the authorising body, which had licensed the Insolvency Practitioner." (To be added at page 2, end of paragraph 1 of the Regulatory Framework)

6. The main changes to be made to the STCs were as follows: -

Note on obtaining credit to go into section 8

Board and lodging contribution to be added to assessed income and included in STCs  

PPI post-IVA policies taken out to protect arrangements were to be excluded where they reduce the arrangement contributions by the debtor

In section 10(3) the term “not banked” to be substituted for “not paid”. 

7. Matters relevant to both the Protocol and STCs: -

The Protocol and STCs as a whole to be checked for debtor friendliness and plain English as soon as possible

A sub-group has been formed to consider aspects of the home equity content of the Protocol and STCs. Its purpose is to clarify rather than revisit the fundamentals of home equity treatment in an IVA.

FAQs/Matters for guidance

8. Points on the following are to be addressed in guidance notes to ensure a consistent approach in Protocol Compliant IVAs: -

Duration of arrangement 

Death of debtor

Pensions

Pre-IVA fees to nominee

Trade-down: assessing a reasonable borrowing level for those entering into IVA

On how the Protocol interacts with R3 standard terms

9. Next meeting to held in around three months time

10. IS will agree the wording of the agreed amendments to the Protocol and Standard Terms and Conditions, and will make the changes ASAP.

