Title:
Changes to the law governing insolvency proceedings

Impact Assessment (lA)

IA No: Date: 26/02/2015
Lead department or agency: Stage: OITO validation
Insolvency Service (Exec Agency of BIS) Source of intervention: Domestic

Other departments or agencies: Type of measure: Primary legislation

Contact for enquiries:
robert.mak @insolvency.gsi.gov.uk

Summary: Intervention and Options RPC Opinion: GREEN

Cost of Preferred (or more likely) Option
Total Net Present Business Net Net cost to business per | In scope of One-In, Measure qualifies as
Value Present Value | year (EANCB on 2009 prices) One-Out?
143.32 127.99 -11.60 Yes Out

What is the problem under consideration? Why is government intervention necessary?

Red Tape Challenge has identified a number of regulations that affect the efficient working of insolvency
proceedings by imposing unnecessary regulatory burdens. These regulations are imposed by a
combination of primary and secondary legislation and consequently can only be removed by Government
intervention.

What are the policy objectives and the intended effects?

The objective is to implement savings to the cost of administering insolvency proceedings. As all insolvency
costs must be paid before any money can be returned to any class of creditors, this should result in
increased returns to creditors.

What policy options have been considered, including any alternatives to regulation? Please justify preferred
option (further details in Evidence Base)

A total of 13 measures have been identified and assessed against the base cost of ‘no change’. As all
measures are deregulatory and there may be some saving of familiarisation costs by implementing them in
bundles, it is likely some of the measures will be introduced in 2015 with the remainder introduced in 2016.
All proposals are deregulatory in nature and can only be implemented by legislative amendment.

See evidence base for details of individual measures.

Will the policy be reviewed? No If applicable, set review date:

Does implementation go beyond minimum EU requirements? n/a

Are any of these organisations in scope? If Micros not Micro <20 Small Medium | Large
exempted set out reason in Evidence Base. Yes Yes Yes Yes Yes
What is the CO- equivalent change in greenhouse gas emissions? Traded: Non-traded:
(Million tonnes CO: equivalent) N/A N/A

| have read the Impact Assessment and | am satisfied that, given the available evidence, it represents a reasonable
view of the likely costs, benefits and impact of the leading options.

Signed by the responsible Minister: Margot James Date: 18 October 2016




Summary: Analysis & Evidence

Description: Modernising the insolvency framework and reducing unnecessary regulatory burdens

FULL ECONOMIC ASSESSMENT

Price Base | PV Base Time Period Net Benefit (Present Value (PV)) (Em)

Year 2013 | Year 2015 | Years 10 Low: 86.19 High: 240.09 Best Estimate: 143.32

COSTS (£m) Total Transition Average Annual Total Cost
(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)

Low 5.0 4.8

High 10.1 1 9.8

Best Estimate 7.6 7.3

Description and scale of key monetised costs by ‘main affected groups’
There will be some transition costs, mainly incurred by active insolvency practitioners (about 1,350
individuals) and their staff, in familiarising themselves with legislative changes. The majority of these costs
are likely to be incurred only for those measures that will be implemented in 2016.

Other key non-monetised costs by ‘main affected groups’

N/A

BENEFITS (£m) Total Transition Average Annual Total Benefit
(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)

Low 11.3 96.0

High 29.0 244.9

Best Estimate 0 17.8 150.7

Description and scale of key monetised benefits by ‘main affected groups’
The monetised benefit relates to a package of measures designed to improve the efficient working of all
insolvency procedures. The direct beneficiaries are office holders and creditors. They are estimated at
£17.8.m pa (see evidence base).

N/A

Other key non-monetised benefits by ‘main affected groups’

See evidence base

Key assumptions/sensitivities/risks

Discount rate (%) 35

BUSINESS ASSESSMENT (Option 1)

Direct impact on business (Equivalent Annual) £m:
| Benefits: 12.3

Costs: 0.7

Net: 11.6

Yes

In scope of OI0O0?

Measure qualifies as
Out
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