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A Review of the Corporate Insolvency Framework 
response form 

The consultation response form is available electronically on the consultation page: 
https://www.gov.uk/government/consultations/a-review-of-the-corporate-insolvency-
framework (until the consultation closes).  

The closing date for this consultation is 06/07/2016. 

The form can be submitted online/by email or by letter to: 

Policy Unit 
The Insolvency Service 
4 Abbey Orchard Street 
London 
SW1P 2HT 

Tel: 0207 291 6879 
Email: Policy.Unit@insolvency.gsi.gov.uk 

The Department may, in accordance with the Code of Practice on Access to 
Government Information, make available, on public request, individual responses. 

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. Please see page 9 for further information. 

If you want information, including personal data, that you provide to be treated in 
confidence, please explain to us what information you would like to be treated as 
confidential and why you regard the information as confidential. If we receive a 
request for disclosure of the information we will take full account of your 
explanation, but we cannot give an assurance that confidentiality can be 
maintained in all circumstances. An automatic confidentiality disclaimer generated 
by your IT system will not, of itself, be regarded as binding on the department. 

I want my response to be treated as confidential ☐ 

Comments: 

https://www.gov.uk/government/consultations/a-review-of-the-corporate-insolvency-framework
https://www.gov.uk/government/consultations/a-review-of-the-corporate-insolvency-framework
mailto:Policy.Unit@insolvency.gsi.gov.uk
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Questions 
 
Name: Glen Bullivant 

Organisation (if applicable): Chartered Institute of Credit Management 

Address: The Water Mill, Station Road, South Luffenham, Oakham, LE15 8NB 

 
 

 Respondent type 

  Business representative organisation/trade body 

 Central Government 

X Charity or social enterprise 

 Individual 

 Large business (over 250 staff) 

 Legal representative 

 Local Government 

 Medium business (50 to 250 staff) 

 Micro business (up to 9 staff) 

 Small business (10 to 49 staff) 

 Trade union or staff association 

 Other (please describe) 

 

 

An Impact Assessment is also available online. In addition to responses to the 
questions below, we would welcome comments and further recommendations for 
change with supporting evidence, referencing the evidence provided in the Impact 
Assessment.  

Please identify any unintended consequences or other implications of the 
proposals and provide comment on the analysis of costs and benefits. Are there 
any alternatives to the changes and regulations proposed? 
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The Introduction of a Moratorium 
 

1) Do you agree with the proposal to introduce a preliminary moratorium as a 

standalone gateway for all businesses?  

 

The Institute is fundamentally opposed to the introduction of a moratorium 

available on application by the company's directors. We believe the 

communication of a moratorium will be interpreted as "effective insolvency" and, 

as a result, creditors will cease to engage. There are already solutions which 

allow breathing space, and adding the moratorium concept seems to be driven 

more by the desire to move our insolvency regime up the World Bank ratings 

rather than by any genuine need. We believe it will be open to abuse and this 

will be to the detriment of creditors. 
 

Additionally, we believe that the moratorium is likely to lead to the withdrawal 

of credit insurance cover and impact on the availability of finance to the business 

leading to a greater likelihood of failure and insolvency. 

 

2) Does the process of filing to court represent the most efficient means for 

gaining relief for a business and for creditors to seek to dissolve the 

moratorium if their interests aren’t protected?  

 
While filing at Court offers some protection, we are concerned that the courts 

will not have the resources nor capacity to deal with moratorium orders 

effectively. Creditors wishing to dissolve the moratorium will have to expend 

time and money in taking the matter to court. It is regrettably more likely that 

creditors will simply consider the business insolvent and fail to engage. 

 
 

3) Do the proposed eligibility tests and qualifying criteria provide the right level 

of protection for suppliers and creditors?  

 
No, the proposed eligibility tests and qualifying criteria would provide the right 

level of protection, but how is the information going to be provided in a form to 

allow adequate due diligence to take place, and how is the time of the 

supervisor to do a thorough job going to be funded? 

 
 
 

4) Do you consider the proposed rights and responsibilities for creditors and 

directors to strike the right balance between safeguarding creditors and 

deterring abuse while increasing the chance of business rescue?  

 
The notification of the moratorium is likely to be damaging and, by the time a 

creditor goes to court to have it dissolved, it will be too late. Creditors wishing 

to dissolve the moratorium will have to expend time and money in taking the 

matter to court. It is regrettably more likely that creditors will simply consider 

the business insolvent and fail to engage. 
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5) Do you agree with the proposals regarding the duration, extension and 

cessation of the moratorium?  

 
No, three months is definitely too long a period and should be shorter. We are 

opposed to the principle of moratoriums but, if they are to go ahead, we would 

support the R3 proposal of 21 days. We agree with the extension and cessation 

proposals. 

 
 

6) Do you agree with the proposals for the powers of and qualification 

requirements for a supervisor?  

 

To open the role of supervisor to solicitors or accountants who have no 

experience of either turn around or insolvency makes no sense. The supervisor 

role should be filled by qualified insolvency practitioners. 

 
7) Do you agree with the proposals for how to treat the costs of the 

moratorium?  

 
We believe unpaid debts incurred during the moratorium should be paid ahead 

of supervisor's costs. 

 
8) Is there a benefit in allowing creditors to request information and should the 

provision of that information be subject to any exemptions?  

 
Creditors should have the rights to reasonably request information from the 

supervisor at any point in the process and this will aid transparency and 

vigilance. 

 
 
Helping Businesses Keep Trading through the Restructuring Process 

 

9) Do you agree with the criteria under consideration for an essential contract, 

or is there a better way to define essential contracts? Would the continuation 

of essential supplies result in a higher number of business rescues? 

 

No, for the directors to be able to create a list of essential suppliers is clearly an 

opportunity for the system to be abused. It is unreasonable that creditors should 

have to expend time and resources in requesting and attending a court hearing 

to challenge their place on the essential suppliers list. It should surely be the 

responsibility of the company/directors to demonstrate that the supplier is 

essential and prove that to be the case. Furthermore, there needs to be a 

guarantee that supplies during the moratorium will be paid for in full. Ideally, 

the arrangements should require that payment is made in cash and in advance. 

An alternative would be to remove the veil of incorporation so that directors are 

personally liable. 
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A further consideration is the potential impact on a small business that has to 

buy in raw materials in order to supply the company under the moratorium 

which may then become redundant if the business ultimately fails. It may also 

have to do supply the company under the moratorium rather than an alternative 

customer that is more credit worthy. Both of these scenarios suggest an 

unintended consequence that will be detrimental to other businesses. 

 

10) Do you consider that the Court’s role in the process and a supplier’s ability to 

challenge the decision, provide suppliers with sufficient safeguards to ensure 

that they are paid when they are required to continue essential supplies? 

 

No, see answer to question 9 above. 

 

 

 

Developing a Flexible Restructuring Plan 
 

11) Would a restructuring plan including these provisions work better as a 
standalone procedure or as an extension of an existing procedure, such as a 
CVA?  

 
This proposal carriers a significant risk of unintended consequences and the 

existing procedure, such as a CVA, should be used. 

 
 
12) Do you agree with the proposed requirements for making a restructuring 

plan universally binding in the face of dissention from some creditors?  
 

No 

 
 
13) Do you consider the proposed safeguards, including the role of the court, to 

be sufficient protection for creditors?  
 

No 

 
 
14) Do you agree that there should be a minimum liquidation valuation basis 

included in the test for determining the fairness of a plan which is being 
crammed down onto dissenting classes?  

 
Yes 
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Rescue Finance 
 

15) Do you think in principle that rescue finance providers should, in certain 
circumstances, be granted security in priority to existing charge holders, 
including those with the benefit of negative pledge clauses? Would this 
encourage business rescue? 

 
We are concerned that granting super priority could destabilise the market, and 

we do not believe it would fundamentally encourage business rescue. 

 
 
 
16) How should charged property be valued to ensure protection for existing 

charge holders?  
 

Based on professional and independent valuation.  

 
 
 
17) Which categories of payments should qualify for super-priority as ‘rescue 

finance’?  
 

None 

 
 
 
Impact on SMEs 
 

18) Are there any other specific measures for promoting SME recovery that 

should be considered? 

 
No, and we believe the moratorium proposal is more suited to large businesses 

with complex requirements than to SMEs.  

 

Do you have any other comments that might aid the consultation 
process as a whole? Comments on the layout of this consultation would 
also be welcomed.  
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Thank you for taking the time to let us have your views. We do not intend to 
acknowledge receipt of individual responses unless you tick the box below.  

Please acknowledge this reply X 

At BIS we carry out our research on many different topics and consultations. As 
your views are valuable to us, would it be okay if we were to contact you again from 
time to time either for research or to send through consultation documents?  

X  Yes       No 


