IHSOLVENCY LAW RE Vqu
g Jinutes of £he Thirtythird Meeting of the Review Commitias on
? i 1Y LEpieliver 179 i — =
R Present: Sir XZenneth Cork (Chairman)
J 5 Copp
¢ AIT Goldman
4 J 11 Hunter
i} D lclab
P J Nillett
; T R Penny
1 E I Walker-irnoti
] T H Trayloxr (Secretany)
j E L Reeves (dsesistant Secretary)
i
£ In attendance: J R Endersby
£ D graliai
! R B Jack
I G A Weiss
| i i il 10.00 am. It was noted thais vara 42
i - 72 N T i PO I S ) )
\pd e 4 line “15) in the minutes of the thirtysecond neeting held on
: ne

10 July 1979 shouid read My v ox o200, BEId Ta

could not pay,".

minutes as amended were agreed and signed. b/’
SECRETARY'S REPORT
2 The Becretary said that Mr Avis, Il Brain, e Juir Hunter and
Ir Tayior had sent poiobles for absence
3 The following papers had been circulated siace the last meeting:-
(a) drafts of Chepters 1 to 5 of Lhe revorv / the Cecretary
tnanked menmvers for their prompt response and constructive
suggestionsy ne added thabt it would ue helpful co re nefve
back as soon as possilble the comzents of thome wembers wiao
had not yet replied J ‘
(b)  written submissions C166~177,
(c) comments Ly mexnbers on ILRC 083
(d) receiversn 1ip statistics provided Oy tae Insolvency
Practitioners agsociationy
(e) the Inland Revenue,
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(f) an extract from Trade and Industry
England and Yales: second gquarten”

% Copies of "Companie in 1978" and the "
«ddluian Jeporv from (573" n&a been laid tefore
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> The Secretary said that the Lord Chancellor's Deparbuent had
carried out a pilot survey, at the Penny sub-comuittee's request, in

a nuunber of County Courts on Administration Orders. The results, with
an analysis by the ILCD, would shortly be circulabted to members of the
Sub-—-comnittee. T e e i et

INTERTIT RETOAT

PAT

5 The Chairman reported that Mr PAR Brown, Deput; Secretary, had

told him that in connection with the exercise on savings in Governuent
expenditure consideration was veing given to dealing witnh bankruotbcey
dilferentlyy if the creditors wanted someone to deal wibth a case they
had to provide a trustee, but if the creditors were not prepared ©o

meet the cost of dealing with the master this way, nothing would be done.
le had told lr Brown that there were certain cases in which an enguiry
was essential, and that the Committee would be producing proposals

wihich would reduce substantially the number of vpankruptcey cases, leaving
only those where an enquiry was desirable. e had also said thab the
Committee would not be changing its thinking on the subject.

7 The Chairman went on to say that he had subsequently received a
letter from I Brown which read as follows:—

"You will know that the Governument is examining many possible

ways of reducing the size 'of the Civil oervicey and with. the
objective of cutting manpower in mind, the Secretary of State is
bound to consider the extent to which it is now necessary, and
will be desirable in the future, to devote so nuch ollicial time,
both of Lxaminers and of Other officers in the Insolvency Service,
to the duties currently imposed by bankruptcy legislation. In
coming to decisions on this mavier, 1t would be very helpful, indeed
very desirable, for the SBecretary of otate, To have ihe reconmmen-
dations of your Cormittee on the future shape of the bankruptcy
legislation: and I am therefore Wrlting 0 ask wheiner it would be
possible for you to complete your review or pankruptcy, and to
present your conclusions in a separate report, reasonably S00il.

I fully realise, as does tne Secrevary of State, that the matber
is & complicated one, calling for iniricate study aud celiveration
by the Comnittee, and that an early report may not be easyy out

I hope that in view oi the importance of the decisions which the
Government will be considering in the auntumn, you will nonetheless
be able to let the Secretary of State have your views in time fox
them to e given full weight."

He hoped that the Committee would be able to submit within a few weelks
a short report sebting out the general principles which the Committee
had concluded should apply to the insolvency of individuals, and then
follow this, before the final report was submitted with its full con-
clusions on bankruptcy. /

8 IIr ITillett was of the opinion that the report should be followed
by a further report on consumer bankruptcy, but ilr Walker-arnovt Hhoupght
hat it would be unwise to pub out subsequent reports in isolatvion as
he natters were inter-connected and needed to be looked at togetuer.

his view was supported by lr Goldman.
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R o Mr Waliker-Arnott, sunported by Mr Goldman, thought it important
j I not to ailow the bOdmltucO s approacih to the report to be determined
14 Dy the Government's desire to eifect savings. The Chairman said thab
]gf the request for a report would not aifect the Committee's preposals.
- AT B2 o O e s P ———r——e S
]é 10 Iir llcllab, referring to the scheme which Mr Brown had outlined
E to"the'uualzmaA, pointed out that rogues would have an casy Uiue if
%; ~_there was to be no investigation. -

: = It was agreed that the Chairman should reply to ur PAR Brown

19 . =3 )

: saying that ne had consulted the Comnittee who Lad apreed to set out
3 in a short report, Uy the end of Octover, an outiine of uqe PTOQOSdL

which they would bpe making, but notnlng would be said about further

‘ reports.

3 12 The Committee then discussed wnat should go in the report and

3 inclusion of the following points was generally agreed:-

_ (a) din a changing world, where people had gredit thrust

E upon Ghe:d, there had been an enormous increase in non-

: trading debltors. [

]

3 (b) the increase in vankruptcy proceedings againsi small

4 busiresses was largely caused by VAT and the Revenue,

: (c) Dbankruptcy was now one of the most efficienv methods —
; of devy collecting,

A { m——— L

3 (d) the effects ol the foregoing were that the full rigours

3 of bankruptcy were being applied to far more cases than

: the systew nad been designed for and many of these could

i be dealt with by other less rigorous Drocedurcs, whilcn

3 would nob hsve the stigna ol bankm uptcy Jout which would

result in a wmore economical and efiicient recovery lfor
Credivors,

the various channels pI 0pogeu for those not deserving
full vanxkruptcy would ve speli out, '

PO W7 e

4 (£) ‘there would be facilities for switching to full . baakruptey
A where tiils was appropriate, - )

i (g) the defects in present systens (eg. Administration Crders
- and Leeds of Arrangenent 51 uld be mentioned as siould

now they would be net,

: (h) full baﬂkrupﬁcy would be reserved for the bad cases,

; and for those who had defauvlted in some less rigorous

: form of adfiinistration, and include more severe '
penalties amd Tull investigat Lon; this was particularly
necessary as 1t was proposed to deal in this way with
delinquent directors,

i (i) there would remain an essential role for the OR service
in policing such cases, and

4

] (j) ‘the Committee's views had been coloured by the need for
11cl_|_ AOllJ_oci ulp_lﬁ-

]

!

= 5 =

wrnndin,



A A T G o e T N RN I LA D R N s s RS

| Y D T B o HA Ryl 5 T s
by et T v o e e R i et T L

13 Tt was suggested that public examination should only be on
‘ DDlLCdblUn foxr cause shown by the O“, the trustee or a credifor.
f Ynile Lhis found favour with some menbers, others were douvtlful

—___aopult ¢Lclu¢lubmuu¢p in the report and uncre was 1o general agrse-—
ment that it should be mentioned. 3

: Hr “;lleut said that the Cormmittee had to be careiul not GO
suggest that the repor was velng made 1n an gilort to save Goverm=
ment exnen‘iuarei what was needed was a further letter asxing 10T

058

=]

rLDOrb. The Secrebary said that he thought thab ther
Further letiter asking for an outline scheme [or

WQM /19(

d that the Secretary should draft the repors,

n would be sent to m’mbexs within J4 days. Kembers
were asked to return one copy annotated witn theixr comients with Lﬂ

7 days of receipt. It was Lioped that a paper marshalling i
comments could-then be rculated in time for discussion at 3he ra;
meeting. The Cna¢rha“ 5ud for brevity and said that only cocmierl
which }ad r'ome och 1n W*lolﬂg hould ve coﬂblafreu at the meevilg)

ﬂ)
U)Sl'-‘
.

45 It was ag
two copies ©

STATRIENT OF INDEFELDEICE - ACCOUNTALTS

16 Referring back to the minutes of the 30th meeting (Dard ﬂO)

and the %1st meebing (para 4) the Chairman sald that he had ¢ cussed
Lne matter with iir rAR Brows who had said that if the Committuv
wished to write to the Department, ne would recommend that the
Department should have a dlsba551on with the Institute.

2 The Secretary recalled that in reply to the Committee's

letter, the Secretary ol the Institute's Depariment, of Professional

Conduct said the Ethics Comuitbtee would be considering the natver

further, and ir tneJ agreed that a modification was necessary it

would bLe publisied berfore the otatement as pah;leCu becane 1£l‘CtLV&
n uanud“y 1580. He suggested thnerefore that the Committee shoul

fiprst find out from the Institube what the present position was. uT
John Hunter 5ugpoxtea this Drogosa;. The Chairman however said that
the ban on a receiver Jecohﬁnb even a joint liquidator had a already

starggjffﬁ—ﬁperaue and in his view this was contrary to public policy.
13 On the basis that the ban was a4reauJ in operdtlon, the

Committee agreed that the Chairman should write %o Iir PAR Brown.

AT OTIER BUSINLSGG

19 In response to an euthTy fron JCMJBTS, i Jack said that there

had been criticisn of the Scotbish system for dealing witn insolvend
debtors. Investigation of debtors was paid lOV by the credltors,

but a number of cases Q;kdy)haL into 1limboy the petition is presented,
the trustee looks for assets and Iinds none, and 110-0ne has any
interest in oanBLAb the case to a conclusion. The Scottisii Law
Comnission were LOUA_JD du a8 systenm whereby every estate would get a
trustes who would be paid for out of public funds. Another difficulty
in Scotland was tne laclk of a sophisticated fraud investigatlon depart-

ment.
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20 IMr Johin INunler drew the Commitice's atuencLon to the three
117

points made in iir Chamberlain' s speech in 1883%:-

(i) there should in every case be a public enquiry

into the eirecunsiances Wﬂich—ptaced—a marn in the
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- position in wiidch he came to the law and asked to
be relieved from oblisations which he had
voluntarily entered into,

(ii) there must be a public official to conduckt this
enquiry, and

(1ii)if you want to make this man fully responsible
-he 1must be placed under the direction of one of
the departmen °s of state responsible to the House.

The Committee accepted *h*s, but with the proviso that an enquiry
would only be required in a mlnorltJ of cases. = =

21 Ir Penny drew attention again to the problenm of dealing wit h
the self-nmp Lloyed. The Peglstrari were recoumending the restoration
of the Jjudgment summons where there was a deiault on a DAO.

; e L
FUTURE IEETINGS \MC»— MW

22 It was agreed that the Committee would meet at 10.00 am on
Thursday, 18 ““aner Purther meetings had alreauj been fixed for
Wednesdey 271 Novenber, Friday 14 December 1979 and L¢1uaJ 18 January
1980. ouusegucDL meetings woulg e ﬂ6¢u on Thursday 21 Februvary,

Tuesday 18 Harch and “cdﬂusaay 16 April 1980.



