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41) Changes to the Director Conduct Reporting Process

Insolvency practitioners will be aware that the Small Business Enterprise and Employment Act 2015 made a number of amendments to the Company Directors Disqualification Act 1986 (see Dear IP October 2015), some of which came into effect on 1 October 2015, but the changes to the process under which practitioners report on director conduct are due to be implemented from April 2016. 

The main change is that practitioners will be required to report on director conduct within three months of their appointment using a single online return, which will replace the current D1/D2 forms which need to be submitted within six months. 

A small team based in Birmingham is responsible for delivering the changes necessary to implement the new process and this is a digital project subject to governance by the Government Digital Service. 

User Research is vital to the development process and a number of insolvency practitioners have already provided some assistance to the project but the team is keen to carry out research with as many practitioner firms (ranging from small sole practitioner firms to the large multi-national accountancy practices) as possible. It is also important that research is carried out with the staff that will likely be using the service to enter and save information as well as the office-holders who will be responsible for the submission of the report.  

The project team would welcome approaches from practitioners who are interested in helping out with User Research to David Thomas, the team’s User Researcher, at David.Thomas@insolvency.gsi.gov.uk. 

The online return can be accessed via the GOV.UK website. To help us build the best service possible, we need to know whether the internet browser you regularly use has Java Script enabled. However, we need your help in order to do this. All you need to do is click on the link below. This will take you to an online page through which we can check whether your browser has Java Script enabled. The whole process shouldn't take more than 30 seconds  
http://insolvencyservice.github.io/cas-prototypes/UR_5/javatest.html   
Any enquiries regarding this article should be directed towards 
Mark Danks, Insolvent Targeting Team 4th Floor, Cannon House,
18 Priory Queensway, Birmingham, B4 6FD telephone: 0121 698 4236 
email: mark.danks@insolvency.gsi.gov.uk
General enquiries may be directed to  intelligence.insolvent@insolvency.gsi.gov.uk 
84) Insolvency Service and Financial Conduct Authority
On 7 December, representatives of the FCA and the Insolvency Service met to discuss matters of mutual interest – in particular ways in which to ensure that the FCA regulatory regime for debt management and the regulatory regime for insolvency remain joined up. There was particular focus on better information sharing between regulatory bodies in both regimes with a view to ensuring that adverse information in relation to IPs (and those that employ them where relevant) in one regulatory regime can be shared with- and acted upon- by the regulator(s) in the other regime if/where relevant. The RPBs are also engaged on these matters. Further discussions will be taking place in the New Year.

General enquiries may be directed to email IPRegulation.Section@insolvency.gsi.gov.uk Telephone: 020 7291 6771

85) ‘Flag it Up’ Campaign launch

On 30 November Government, together with the legal and accountancy industries, launched a joint campaign to raise awareness of the warning signs of money laundering.

The campaign, ‘Flag it Up’, has been developed with the Accountancy Affinity Group (AAG), Law Society and Solicitors Regulation Authority (SRA) to help accountants and solicitors spot the red flags which could indicate criminal activity. 

Flag it Up will run through to March 2016, providing best practice guidance on how to protect business’s reputation and ensure they are not caught up in criminality.
The size and complexity of the UK financial and professional services sectors mean they are more exposed to criminality than those in many other countries, and it is essential that Government and industry work together to tackle this threat.

Through recent amendments to strengthen the Proceeds of Crime Act, Government is making it harder than ever for people to move, hide and use the proceeds of crime. The Act gives law enforcement agencies the powers to recover criminal assets and freeze suspicious funds. The Serious Crime Act 2015 made it a criminal offence to participate in the activities of an organised crime group.
The campaign website and the relevant links to money laundering guidance issued by the RPBs can be found at http://accountancysupervisors.co/flagitup/.

General enquiries regarding this article may be directed to Flagitup@consolidatedpr.com
55) The Insolvency Practitioners and Insolvency Services Account (Fees) (Amendment) Order 2015 (SI 2015/1977)

The Insolvency Practitioners and Insolvency Services Account (Fees) (Amendment) Order 2015 was laid before Parliament on 7 December and comes into force on 31 December.

The Order increases the annual maintenance fee for the recognition of professional bodies under Section 391 of the Insolvency Act from £300 per authorised member to £360 per authorised member. This charge is necessary to ensure full cost recovery taking into consideration the Insolvency Service’s enhanced role as oversight regulator.  This represents the first increase in the maintenance fee since 2009.

The order also increases the fee for recognition as a recognised professional body from £4,500 to £12,000.

A full impact assessment of the effects the Order will have on the costs of business and the voluntary sector can be viewed at: http://www.legislation.gov.uk/uksi/2015/1977/impacts 

General enquiries may be directed to email:
IPRegulation.Section @insolvency.gsi.gov.uk    

52) Aged IVA Case reports

Estate Accounts and Scanning (EAS) are responsible for maintaining the Individual Insolvency Register (IIR) on behalf of the Secretary of State.  In January 2016, EAS will be issuing insolvency practitioners a report for them to review of the Individual Voluntary Arrangements (IVAs) where they are listed as the main supervisor and meet the following criteria:
• Have a status of current on the IIR and;

• Are over five years old (creditor approval of IVA pre October 2010) 
The reports will be issued by email as a spreadsheet with a covering letter and will request that insolvency practitioners in the first instance reply within ten working days to acknowledge receipt. Where no acknowledgement is received, EAS may contact the relevant authorising body to ensure the correct contact details are being used. 

The covering letter will also ask insolvency practitioners to complete the review and advise EAS within four weeks of all the details of IVAs on the report that have ended or transferred to another supervisor. If practitioners are unable to respond within this timeframe please can they contact EAS with their acknowledgement to advise when the review is likely to be completed by. 

Any enquiries regarding this article should be directed towards
EAS Customer Services. Telephone: 0121 698 4268
Email: CustomerServices.EAS@insolvency.gsi.gov.uk   

7) ENFORCEMENT OUTCOMES – December 2015

Director Disqualification Update
	Section under which action taken
	Directors Disqualified

	 
	2013-14
	2014-15
	Quarter One

2015-16
	Quarter Two

 2015-16

	S6 CDDA
	1216
	1145
	302
	244

	S2 CDDA following conviction of indictable offence
	63
	64
	7
	8

	S8 CDDA following Companies Act investigation by the Insolvency Service
	3
	0
	0
	1

	Total directors disqualified
	1282
	1209
	309
	253


199, over 78%, of Section 6 disqualifications were settled by the director signing a disqualification undertaking during the second quarter of 2015-16. 

In the second quarter of 2015-16, the average length of section 6 disqualification orders was 7.6 years, against 5.4 years for an undertaking.  

During the same period, 8% of disqualifications were for over 10 years, with 47% over 5 years.

In view of the new official experimental statistics on Insolvency Service Enforcement Outcomes, we are no longer able to provide up to date, month by month or quarter by quarter breakdowns of disqualification data in this chapter of Dear IP.  Such data will only be able to be published following the publication of the official statistics.

Highlighted cases

Recent disqualification outcomes include:

· In the first six months of this year, 14 directors have been disqualified for a total of 89 years for employing illegal workers; 
· The disqualification, under section 2 of the Company Directors Disqualification Act, for a maximum 15 years of a director who had previously been convicted in connection with the supply of fake bomb detecting equipment;
· The three directors of a Manchester company who provided disqualification undertakings totalling 31 years after participating in over 350 fraudulent deals facilitating losses of some £4.5 million to HMRC; and
· The director of a land banking company, who was disqualified for 15 years for making misleading statements inducing the public to invest in the company’s land by suggesting that it would obtain planning permission  when, in reality, the land was variously: in Greenbelt, in a  conservation area or where planning permission had already been rejected.

We are keen to ensure that you find information of interest in this chapter, so any suggestions as to what other information you would like to see included here should be sent to gay.burns@insolvency.gsi.gov.uk .

Special Mention – Working Together

The case study below is an example that has been notified to the Business Development Team by colleagues in Investigation who believe that the contribution of the office holder and their staff warrants acknowledgement.

As this chapter is all about recognising the benefits of working together, if any office holders or their team members would also like to make a contribution to this chapter, all submissions should be sent to gay.burns@insolvency.gsi.gov.uk 

PwC team led by David Baxendale: Euromix Concrete Limited: 

https://www.gov.uk/government/news/director-disqualified-for-8-years-for-abusing-a-credit-facility 
On 30 October, the Secretary of State accepted an eight year disqualification undertaking from David Marsh, the Finance Director of Euromix Concrete Limited for abuse of an invoice discounting facility at the risk of and detriment to the funders and ultimately, the general body of creditors.
The funders of the invoice discounting agreement became aware of discrepancies during an audit in March 2013. It then became apparent that Mr Marsh had claimed funds for non-existent invoices and claimed to have made payments to the Invoice discounters when no cheques were actually banked or were banked at a later date. This was hidden by a series of intercompany fund movements and the use of concealed bank accounts. As a result, Euromix obtained increased funding to support cash flow and built up a deficiency to the invoice discounters of approximately £500,000.
As both the invoice discounters and the bank were protected by fixed and floating charges on all the assets of the company, any shortfall will be suffered by the general body of creditors.

Commenting on the case in the press release, Rob Clarke, Group Leader of Insolvent Investigations North, pointed to the complexity of the case and the fact that the Insolvency Service worked closely worked closely with David Baxendale and his team to identify and evidence exactly what had happened and the scale of the fraud.

Howard Tobias, whose team dealt with the investigation, has confirmed that without David and his team’s effort “we would not have got the result we did”.

Your views

We are still interested to hear what you, the readers, think of this chapter of Dear IP and what sort of content you would be interested in reading.  Please send any ideas to gay.burns@insolvency.gsi.gov.uk 

Any other enquiries regarding this article should also be directed towards email gay.burns@insolvency.gsi.gov.uk 
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