
Clauses 131 and 132 –  
Small Business, Enterprise and Employment Bill 
(SBEE Bill) 
– small debts

Question 

Do you agree £1,000 is the right limit for small debts in company and individual 
insolvency? 

Background 

This proposal was contained in the Government’s Red Tape Challenge - 
changes to insolvency law to reduce unnecessary regulation and simplify 
procedures consultation. 

The proposal as set out in the consultation document envisaged the limit under 
which a debt could constitute a ‘small debt’ should be £1,000. The Government 
thinks this amount achieves the right balance between cost savings and ensuring 
the insolvency process is robust. 

IVA protocol 

The IVA protocol has adopted similar proposals to that suggested by the 
Government and an extract from the IVA protocol 2014 is shown below:- 

Use of discretion, variation and failure 

10.1 The supervisor has the discretion to admit claims of £1,000 or less, or claims 
submitted that do not exceed 110% of the amount stated by the debtor in the 
proposal, without the need for additional verification. 

This discretion by the supervisor has worked well for a number of years and has 
made the IVA process more efficient for all parties thereby reducing red tape and 
costs.  

However, in my opinion, there is a fundamental difference in the IVA Protocol 
process compared to that proposed by the Government in the SBEE Bill. As far 
as I can establish, the bill is saying that creditors will not need to submit a claim if 
the debt owed is less than £1,000 and that the Insolvency Practitioner will be 
able to rely on the debtor’s records when paying a dividend. 

The concept appears to be very sensible but I believe that the proposed 
approach is too simplistic and will generate more work and correspondence 
unless the clauses are amended. 



An example 

Billy Bankrupt is made bankrupt on 5 January 2015. 

According to a credit card statement dated 30 November 2014 Billy Bankrupt owes Credit 
Bank £95. He continues to use his credit card but knowing that bankruptcy is looming does 
not open correspondence from the creditor. At the date of his bankruptcy he owes Credit 
Bank £980. 

When completing his paperwork he records a debt of £500 thinking that is the amount owed 
within a few pounds.  

Credit Bank receive notice of the bankruptcy and because the debt is less than £1,000 do 
not bother to respond to the Official Receiver or to a Trustee in Bankruptcy if one is 
subsequently appointed in light of the new procedure (Extract from The Insolvency Service 

letter dated 4 Feb 2015:- The Government is committed to the principle of not requiring 
a creditor to submit a claim for a small debt.) 

A local authority is due £900 for outstanding council tax. The debtor enters a debt of £90 by 
mistake or puts down the monthly instalment instead of the whole amount.  

A dividend of 50p in the pound is paid. Credit Bank receives a dividend of £250 compared to 
£490. The council receive a dividend of £45 instead of £450. 

Do the creditors challenge the Trustee for the difference of £240 and £405 or “write it off to 
experience”? 

Should the Insolvency Practitioner attempt to recover funds from those creditors who 
received more than they should have by way of this unintentional error? 

Whilst the above may be somewhat extreme and infrequent I hope that it illustrates the 
potential for unnecessary correspondence and disputes. 

Suggested procedure 

Creditors frequently sell debt to 3rd parties causing debtors to wrongly identify their creditors. 
Is the debt due to Credit Bank or to We buy Debt Ltd? If no correspondence is expected 
from the creditor then correspondence and dividends may be sent to the wrong party. 

Using the IVA example, creditors receive a list of creditors showing the debtor’s estimate of 
the amount owed on an individual basis to creditors. This enables the creditor to check that 
the amount owed is correct or within an acceptable margin. The creditor then submits a 
claim for the amount owed at which point the supervisor’s discretion is used to accept or 
reject the claim for dividend purposes. If the wrong creditor is listed then there is an 
opportunity to rectify the matter at the earliest opportunity. 

Compare this to a Debt Relief Order (DRO) where the debtor is meant to provide current 
information on the amount owed to individual creditors before obtaining a DRO. Frequently 
creditors complain that the amount shown is incorrect and that the difference owed to 
creditors would be sufficient to take the total liabilities over the DRO limit of £15,000. Whilst 



no dividend is payable in a DRO there is an unacceptable amount of correspondence 
regarding the amount of debt “excluded” from a DRO.  

My suggestion is that, in an ideal world, creditors would receive notification of an insolvency 
including details of the creditor’s reference and the amount owed. Unfortunately this rarely 
happens, especially in bankruptcy cases. This initial notification would enable creditors to 
check records to confirm the balance owed, decide what action to take (submit a claim 
showing a revised amount, draw attention to any unusual account activity etc) and update 
records accordingly. 

My understanding of the present procedure adopted by the Official Receiver is that the 
notification of a bankruptcy and a report to creditors will be sent out within a reasonable 
timeframe. This correspondence does not include any reference or balance owed to 
individual creditors.  

The Insolvency Service has a policy of stating that proofs of debt are not required if there is 
no or little prospect of a dividend being paid in a bankruptcy. This notification provides some 
comfort in that the creditor is listed although the amount owed is not stated and works well 
for the majority most of the time. 

Summary 

The headline proposal of allowing dividends to be paid on “small” debts without the need for 
a proof of debt is sensible and is to be applauded subject to certain amendments. 

The quantum of £1,000 seems sensible and in line with the IVA protocol. 

There needs to be some detailed guidelines and some suggested amendments are set out 
below:- 

- Provide creditors with details of the amount shown and reference in the list of 
creditors at the earliest opportunity. 

- Provide dividend prospects at the earliest opportunity especially if it considered 
unlikely if there is to be a dividend. 

- Allow creditors to submit a claim by means of an email/spreadsheet if involved in 
multiple cases. 

- Allow Liquidators or Trustees in Bankruptcy the same discretion as in the IVA 
protocol to allow claims where the amount claimed is 110% of the amount stated 
without the need for additional verification (unless there are concerns by the IP). 




