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Dear Stakeholder  
 
Clauses 131 and 132 – Small Business, Enterprise and Employment Bill – 
small debts 
 
During Parliamentary discussion on the Small Business, Enterprise and 
Employment Bill, currently before Parliament, points were raised about what the 
limit should be for small debts in an insolvency for which modified rules will apply. 
It would be helpful to have views on this before the next stage of the Bill, 
expected to be in early March. I am therefore writing to ask for your views by 26 
February.   
 
At present, to receive a dividend in an insolvency a creditor must first submit a 
claim to the office-holder, which must contain certain statutory information. The 
office-holder may ask for further evidence from the creditor if they consider it 
necessary. Such claims must be scrutinised by the office-holder prior to 
distribution.  
 
Clauses 131 and 132 create powers to make rules which will allow an office-
holder in company and individual insolvencies to pay a dividend to a creditor 
without the need for the creditor to submit a claim where the debt owed to a 
creditor is below a prescribed amount. Instead of the creditor submitting a claim, 
the office-holder may rely on the fact the creditor’s debt has been recorded in the 
insolvent’s statement of affairs or their accounting records. This will save costs 
as there will be a reduced need for office-holders to spend time handling claims 
and scrutinising debts which may result in very small dividends. 
 
Where a creditor disputes the amount shown in the insolvent’s statement of 
affairs or accounting records, they will still be able to submit a claim. Where the 
office-holder is unclear on the amount owed, or has other doubts regarding the 
claim or quality of the debtor’s records, they may still require a claim form and/or 
ask for documentary evidence from the creditor. This should act as a safeguard 
against abuse and achieve the right balance between minimising unnecessary 
costs in insolvency proceedings and requiring office-holders to undertake their 
duties in a sufficiently robust fashion. 



 

 

 

 

 

 

 

 
The Government intends to apply these provisions in respect of administration, 
liquidation and bankruptcy but not other forms of insolvency proceedings. The 
provisions are due to be implemented with the modernised Insolvency Rules 
anticipated to come into effect in 2016 and will apply in England, Wales and 
Scotland. 
 
 
Consultation 
 
This proposal was contained in the Government’s Red Tape Challenge - 
changes to insolvency law to reduce unnecessary regulation and simplify 
procedures consultation (https://www.gov.uk/government/consultations/changes-
to-insolvency-law-to-reduce-unnecessary-regulation-and-simplify-procedures ) 
which ran from 18 July 2013 to 10 October 2014. 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. 
 
The Government is committed to the principle of not requiring a creditor to submit 
a claim for a small debt but wishes to consult further on the proposed limit or 
limits for small debts. I am therefore inviting further views on the following points: 
 

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

 If not, please set out the limit or limits you think are appropriate. 
 
If you wish to contribute to this consultation, please note the guidance on 
information disclosure at the end of this letter. 
 
I look forward to receiving your comments, which should be emailed to 
policy.unit@insolvency.gsi.gov.uk or sent to the address above by 26 February 
2015. Ministers will then be able to consider any views when setting the limit in 
the new Insolvency Rules expected to come into force in 2016. 
 
 

  Other measures 
 
The Bill also contains other insolvency and director disqualification measures in 
Parts 9 and 10. Explanatory notes on the provisions are available at 
http://services.parliament.uk/bills/2014-
15/smallbusinessenterpriseandemployment/documents.html as is the latest 
version of the Bill text. 
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Yours faithfully 

 
 

 
 

 
Dean Beale 
Head of Policy 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Information disclosure 

 
Information provided in response to this consultation, including personal information,  
may be subject to publication or release to other parties or to disclosure in  
accordance with the access to information regimes (these are primarily the Freedom  
of Information Act 2000 (FOIA), the Data Protection Act 1998 (DPA) and the  
Environmental Information Regulations 2004). If you would like any information, including  
personal data that you provide, to be treated as confidential, please be aware that, 
under the FOIA, there is a statutory Code of Practice with which public authorities  
must comply and which deals, amongst other things, with obligations of confidentiality. 
 
In view of this, it would be helpful if you could explain to us why you regard the  
information you have provided as confidential. If we receive a request for disclosure  
of the information we will take account of your explanation, but we cannot give an assurance that 
confidentiality can be maintained in all circumstances. An automatic disclaimer generated by your 
IT system, will not, of itself, be binding on The Insolvency Service. 


