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Introduction 

The purpose of this technical paper is to explore the quality of financial and non-financial 

information provided by insolvency practitioners to creditors. It does this by presenting illustrative 

extracts from corporate insolvency case reports and with reference to Statements of Insolvency 

Practice (SIPs) 7, 9 and 14. The data is extracted from a review of all administration appointments of 

Scottish registered companies entering administration in calendar years 2012 and 2013 and builds on 

summary findings presented in Joyce and Maclean (2020). The study’s findings are of UK-wide 

relevance – in the population of 282 cases, we have 35 insolvency practitioner firms from national 

and global professional services and restructuring firms and the individual IPs are (or would have 

been at the time) licenced and authorised by the Institute of Chartered Accountants of England and 

Wales (ICAEW), the Institute of Chartered Accountants of Scotland (ICAS) or the Insolvency 

Practitioners Association (IPA). These bodies act as Recognised Professional Bodies (RPBs) with 

responsibility for authorising individuals to act as insolvency practitioners (IPs).  

The data is gathered from Companies House records; specifically, the Notice of the Statement of 

administrator’s proposals (R2.25/ Form 2.16B (Scot)), the administrator’s progress reports (R2.38/ 

Form 2.20B Scot), Notice of end of administration (R2.45(1)(a), Form 2.23B(Scot)) and Notice of 

move from administration to dissolution (R2.48 (1), Form 2.26(B)(Scot)). Where the companies exited 

administration into a creditors voluntary liquidation (CVL), we requested the succeeding liquidation 

accounts from the Accountant in Bankruptcy (AiB). A detailed case review was undertaken on a 

sub-sample of 37 individual cases, which provided a wide range of reporting issues. We provide 

extracts from the creditors’ reports by way of illustration of the issues we identify.  

 

Context  

Drawing on contemporary debates surrounding corporate reporting and the production of financial 

statements in a solvent world, we are reminded of the reasons why robust communication between 

1 We would like to thank David Menzies and Steven Wood at the Institute of Chartered Accountants of 
Scotland; Louise Crawford, Manager at Insolvency Support Services and Jodi Morgan, Research Assistant at 
Glasgow University for their help in reviewing cases and providing research support.  
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companies (the preparers of the financial statements and corporate reports) and a range of 

stakeholders (the recipients of these statements and reports) is important. Corporate reporting (and 

the financial and non-financial information therein) is an essential means by which companies fulfill 

their accountability and stewardship obligations to shareholders and other interested stakeholders. 

Corporate reports provide information on company performance and stewardship information 

relating to the management of resources. Corporate reporting is therefore a key mechanism by 

which managers can account for their decisions and actions to different stakeholders. ICAS (2018) in 

its straw man report and working group on corporate reporting highlight that whilst investors make 

use of a wide variety of sources in their investment models, there remains a need for a publicly 

available periodic report, to demonstrate accountability to investors and other users. Similarly, the 

Federation of European Accountants (FEE, 2015) highlight the role of corporate reports in allowing 

companies to discharge their accountability and stewardship obligations to shareholders and a wider 

group of corporate stakeholders.  

FEE also highlights the importance of information relevance; in the world of International Financial 

Reporting Standards (IFRS), relevant information is often buried in an ever-increasing volume of the 

financial statements. Over the years, the annual report has become a repository for a multitude of 

detailed disclosure requirements arising from a wide variety of sources and arguably of differing 

value to users and investors, resulting in longer reports, repetition, boilerplate disclosures, lack of 

depth, important information hidden amongst detailed disclosures, and a lack of internal consistency 

and coherence (ICAS, 2018). 

More recently, the corporate report is seen as an important means of restoring trust among market 

participants (ICAS, 2018). ICAS (2018) describes low levels of public trust in business and its role in 

society. Further ICAS (2018) argues that the annual report, in its current format and purpose, has lost 

much of its relevance, is not valued or trusted by users as a key information source and is not fit for 

the future.  

It is not difficult to extend these solvent financial reporting debates to the world of insolvent 

reporting. Insolvency reports, including abstracts of receipts and payments (R&Ps), trading accounts, 

estimated outcome statements and the qualitative narrative that accompanies these financial 

statements, are a primary channel of communication between insolvency practitioners and the 

insolvent company’s creditors and shareholders (Joyce and Maclean, 2020). Insolvency reports 

provide creditors with ‘performance-related’ information on how the insolvency practitioner has 

maximised value for the creditor body and stewardship information on how the insolvency 

practitioner has managed scarce corporate resources.  
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According to Statement of Insolvency Practice (SIP) 7 (Presentation of financial information in 

insolvency proceedings) (2021, p1, para 4), insolvency reports (including the financial information) 

should be “clear and informative, be consistent across periods and be sufficient to enable creditors 

and other interested parties to understand the nature and amounts of the receipts and payments.” 

Further, the office holder should report “in a way that will assist creditors and other interested 

parties properly to exercise their rights under the insolvency legislation” (SIP 7, 2021, p1, para 6).  

Academic research conceptualises the insolvency financial reports and narrative as a potential 

‘object of trust’ between insolvency practitioners and creditors (Joyce, 2020). In other words, the 

insolvency reports can mediate relationships between the office holder and the creditors at a time of 

crisis and when creditors are in need of relevant, reliable and understandable information (Joyce, 

2020). Furthermore, the relationship between IPs and creditors is characterised by information gaps 

and competence gaps. An ‘information gap’ may arise as a consequence of information asymmetry. 

In this case, insolvency practitioners may be expected to be better informed than the majority of 

creditors, having access to management, employees and management accounting information 

systems. A ‘competence gap’ may arise as a consequence of one party having expert knowledge and 

understanding of a given situation compared with another. In this case, insolvency practitioners may 

be expected to have higher competence levels than many of the creditors on insolvency-related 

matters, being repeat players and, of course, professionally qualified.  

Insolvency reports therefore play a critical role in mediating relationships between insolvency 

practitioners and creditors, helping to build or restore trust at a time of crisis and uncertainty (Joyce, 

2020). However, their potential in this regard depends on the quality of information provided. In the 

next section, we provide our research findings.  

 

Findings 

Table 1 provides a snapshot of the reporting issues. On a positive note, it is important to emphasise 

that the majority of cases had robust reports with high quality reporting in many cases.  

Table 1 Summary of Reporting Issues 
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Out of 282 companies which make up the population, 105 had at least one reporting issue, 

representing 37% of companies. In terms of ‘number of issues’, we identified 127 issues. This figure is 

likely to be an underestimate of the actual number of reporting issues when we take into account the 

researchers’ collective expertise. Recognising the competence gap noted above, it is quite likely that 

many creditors would be at a significantly greater disadvantage in making sense of the insolvency 

reports.  Our illustrative cases are provided in Appendix 1.  

 

Issue 1 

This first reporting issue considers the abstracts of receipt and payments, capturing any accounting 

errors or inconsistencies within the receipts and payments accounts themselves. We find a significant 

number of cases where the ‘final’ R&P accounts report a ‘positive’ net receipts figure instead of a nil 

balance (see Case 1). Where the company is subsequently placed into CVL and funds are available for 

transfer to a liquidator, we identify cases without a line entry on the final R&P account indicating 

‘funds transferred to liquidator’. Quite often, balances are ‘left sitting’ in a VAT control account or in 

some cases, a bank account or cash in hand balance. Whilst this reporting issue is likely to be a 
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(1)​ Accounting errors and/or inconsistencies within 

and across abstracts of receipts and payments 

(R&Ps) accounts 

38 30% 

(2)​ No split or unclear split of realisations and/ or 

costs between fixed charge and floating charge 

assets 

27 21% 

(3)​ Documents not filed at Companies House or 

missing info (inc. SIP 9 statements) within reports 

24 19% 

(4)​ Confusing/ inconsistent information provided in 

narrative of administrator’s proposal and progress 

reports 

20 16% 

(5)​ Inconsistencies and/or unclear narrative 

surrounding stated statutory objective 

10 8% 

(6)​ Missing period of account between 

administration and CVL and/ or closing balance 

from administration R&P not equal to opening 

liquidation figure (funds transferred in) 

8 6% 
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‘simple housekeeping’ matter with regards to settling the final VAT return, it may not be clear to 

creditors and other users of the reports. In these cases, questions such as what will happen with 

those remaining funds and will creditors receive a (further) dividend would be entirely reasonable.  

We find cases where the ‘top half’ of the R&P (net receipts and payments) does not equate to the 

‘bottom half’ of the R&P (represented by); cases where the R&P accounting period is shorter than it 

should be; and arithmetical errors (see Case 2). Furthermore, the SIP 9 (Payments to insolvency 

office holders and their associates from an estate) information is largely problematic. Specifically, we 

identify SIP 9 periods as shorter than they should be; SIP 9 information provided from the date of 

appointment rather than for the period; SIP 9 periods ending after the accounting period end; and 

SIP 9 information appearing to commence before the administration appointment date.  

Ultimately a creditor should be able to read across every document sent, starting with at the outset, 

a comparison to the most recent available set of accounts pre insolvency compared to the IP’s 

statement of affairs, and the difference between the two documents analysed in a deficiency 

statement. Thereafter the first set of receipts and payments should reference the statement of affairs 

and every receipts and payments account thereafter should present a cumulative position in 

comparison to the predicted figures set out in the statement of affairs. The issues we report here 

would significantly hamper a creditor’s ability to read across and within accounts. However, this is 

compounded further by our findings relating to the second issue.  

Issue 2 

The second issue considers the allocation of realisations and costs between the fixed charge assets 

and the floating charge assets.  

Looking at the abstracts of R&P accounts, many accounts are not well laid out or self-explanatory. For 

example, in some cases there is one heading for realisations and another for costs and it is then a 

case of working through the R&Ps line by line and trying to allocate both realisations and costs 

between the different types of security; namely fixed and floating charge (see Case 3). Such layouts 

do not enable a straightforward and transparent view of how realisations relate to or have been 

apportioned between the different categories of assets, and furthermore, hinders an assessment of 

how costs have been allocated between fixed and floating charge assets.  

Without this clear allocation between fixed and floating charge assets, creditors are likely to be left 

to form ‘best guess’ allocations of realisations and costs. Related to this, it is not a straightforward 

task to review security arrangements filed at Companies House and the required information may 

not even be there. This makes it very difficult - if not impossible - to understand the nature of 
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security arrangements and which creditors are ultimately entitled to what. Recall also, the 

competence gap between some readers of these accounts and the preparers. Not all creditors are 

likely to understand the legal nature of security arrangements.  

In some cases, there are no costs allocated to asset realisations from assets subject to fixed security. 

This seems intuitively odd. And in others, there are no office holder fees or expenses allocated to 

fixed charge realisations (see Case 5 and Case 7). Reviewing SIP 9 data does not yield much additional 

help in this regard: SIP 9 data often supported time spent on ‘asset realisations’ (including property) 

but with no corresponding allocation of fees to secured asset realisations on the R&P accounts (Case 

9). There could be good and valid reasons for this but given the potential risk of cost loading to 

floating charge assets, and the knock-on effects on the calculation of a prescribed part and 

unsecured creditor dividends, the need for clear and transparent reporting is critical.  

A related matter manifests in apparent arithmetical errors within the R&P. This was typically found 

(in a small number of cases) within the fixed charge assets section of the R&Ps. Specifically taking 

fixed charge realisations and deducting the reported costs associated with those realisations and 

then deducting from this net figure, the payments to the fixed charge creditor produces a negative 

figure. Thus, the payment to the fixed charge creditor exceeds the net secured asset realisations. This 

is obviously intuitively confusing. Certainly, to a less well-informed creditor, it may suggest an 

overpayment to the fixed charge creditor (even though perhaps the overall position is correct) (see 

Cases 4, 6, 8).  

Although our data is derived from administration appointments, SIP 14 (A receiver’s responsibility to 

preferential creditors) seems entirely relevant to our findings and the issues we identify. The purpose 

of SIP 14 is to address the concerns of preferential creditors specifically, regarding the categorisation 

of assets as between fixed and floating charges and the manner in which costs incurred during a 

receivership are charged against the different categories of assets.  In order to ascertain what assets 

are subject to the statutory rights of preferential creditors, it is necessary to confirm which assets are 

subject to a fixed or other fixed security and which are subject to the floating charge.  

The SIP then goes on to deal with the allocation of proceeds. For example, when assets are sold as 

part of a going concern (or otherwise in parcels comprising both fixed and floating charge assets, the 

apportionment of the total consideration suggested by the purchaser (for example for their own 

financial reasons) may not properly reflect the financial interests of the different classes of creditors 

in the individual assets or categories of assets. In these circumstances the receiver should ensure 

that he/she will be able properly to discharge their obligations to account to holders of fixed charges 

on the one hand and creditors interested in assets subject to floating charges on the other.  

6 
 



Joyce. Y. and Maclean, E. (2022) 
 

Similarly, SIP  14 reminds us that the amount available to meet preferential debts is the funds 

realised from the disposal of assets subject to a floating charge net of the costs of realisation. It is 

dependent, therefore, not only on the correct categorisation of the assets but also on the 

appropriate allocation of costs incurred in effecting realisations. Where costs are clearly identifiable 

as having been incurred in the realisation or collecting in of one or other of the two categories they 

should be recorded as such in the receiver’s records so that they can be deducted from realisation 

proceeds in ascertaining the amount available for each class of creditors. Where costs are not so 

clearly identified, the receiver will require to carry out an apportionment and so far as possible, 

record his reasons for doing so.  

Given the volume and significance of the case examples presented in this paper, we see no reason for 

restricting the application of SIP 14 to receiverships and would suggest that SIP 14 is revised and 

made best practice across all insolvency proceedings.  

Issue 3 

Issue 3 covers instances where documents are not filed at Companies House or information 

(including SIP 9 statements) is missing within reports​. Included in our case review work here, we find 

instances of missing R&Ps, missing SIP 9 information, no notice of deemed acceptance of proposals 

lodged, and no SIP 13 (Disposal of assets to connected parties in an insolvency process) disclosures in 

a handful of cases involving a sale of assets to or involving a connected party. One other matter that 

is frequently identified is late filing of proposals, notice of outcome of proposals, progress reports 

and final reports. We also encounter one case where the IPs are authorised by the ICAEW and report 

for a Scottish registered company under England and Wales rules (possibly because there are 

multiple companies in the group with the rest being registered in England and Wales). We came 

across a second case where the guide to insolvency practitioner fees is the England and Wales 

version rather than the Scottish version.    

A further observation to make under this reporting issue relates to being able to determine the 

dividends paid to each category of creditor and just how ‘under water’ the company is. From our 

review work, it is rather difficult to calculate dividends reliably across categories of secured, 

preferential and unsecured creditors. Establishing and disclosing the ultimate level of indebtedness 

will reveal the extent of the total loss suffered by creditors, as well as providing an indication of how 

likely a dividend payment will be and why it may be particularly small.  

There are two inter-related issues here. The first is where a dividend is paid to one or more 

categories of creditors. The requirements of SIP 7 specify that payments should be stated by 
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category, distinguishing payments made under duress, in settlement of reservation of title claims, to 

secured creditors, and to preferential creditors and unsecured creditors as dividends. The dates and 

amounts of dividends (pence in the £) should also be stated. We find that in some cases, payments 

are made but no dividend in pence per £ is stated. In these cases, some reports disclose an 

outstanding debt figure, so it is possible to calculate the dividend, but many did not.  

The second issue is where a dividend is not paid or not paid to all creditors, we find that the total 

amount outstanding to the different categories of creditors is often not disclosed within the 

administrator’s proposal and progress reports in our dataset. There are some cases where a 

Director’s Statement of Affairs is not filed so no information exists on outstanding debt other than 

what is available from the latest set of financial statements filed at Companies House. There are 

many cases where sums due to creditors change throughout the progress reports. Of course, it is 

important to recognise that the outstanding unsecured debt figure in particular can be a difficult 

figure to establish and where there is no prospect of a dividend to unsecured creditors, it is rarely 

cost-effective for the administrator to accurately establish this figure. Nonetheless, some sort of 

commentary on the estimated outstanding debt for each category perhaps using the last set of 

management or financial accounts provides useful information to the extent that it is available to the 

IP. Recall the IP is closer to the case than many creditors so ought to be in a better position to 

ascertain the company’s financial position.  

Issue 4 

Issue 4 identifies confusing or inconsistent information between progress reports or between the 

narrative and R&P financial information. It is not possible to provide a 'summary' of issues as each 

issue is distinct or specific to the case. But what they do have in common is they force the reader to 

pause and consider the issue but often with no way of concluding or reaching a sensible answer to 

the issue. They might also force the reader to return to earlier reports and commence 'investigative 

work' to try and understand the problem presented by these reports (see Cases 10, 11, 12). It is 

pertinent at this point to refer to the ‘information and competence gaps’ we noted earlier in the 

paper.  

Issue 5 

The fifth issue in terms of frequency of occurrence relates to the statutory objective of 

administration and any accompanying narrative. With regard to the statutory objective, this should 

be quite straightforward to report as there are only three (Schedule B1 Para 3 (1) (a), (b) and (c)) and 
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the administrator’s proposal should clearly state which one is being pursued and why. The objectives 

are: 

a) Rescuing the company as a going concern; or 

b) Achieving a better result for the company’s creditors as a whole than would be likely if the 

company were wound up (without first being in administration); or 

c) Realising property in order to make a distribution to one or more secured or preferential creditors.  

Specifically, the administrator of a company shall make a statement setting out proposals for 

achieving the purpose of administration (Para 49 (1) Sch B1).  

In the vast majority of cases, it is straightforward to identify the statutory objective being pursued. 

We provide some examples of the small number of cases where it wasn’t clear. In some cases, 

proposals suggest that both objectives b) and c) are being pursued simultaneously (Case 13). In 

others, the statutory wording has been varied and is somewhat confusing (Case 14). And in others, 

the statutory objective being pursued appears to change during the administration and is not 

reflected in the administrator’s proposals, provided for by variation or taken into account in the exit 

process. For example, we identify one case where the Administrators’ Proposal advises that it is 

possible to rescue the company as a going concern. However, the Proposal and all subsequent 

progress reports describe progress on trying to sell properties. The company is moved from 

administration to dissolution. Based on our reading of reports, this case appears to have been an 

objective c) administration from the start (Case 15). And in reverse albeit very rarely, we see 

objective c) at the commencement but ending in what appears to be achievement of objective 

a). Furthermore, the proposals did not allow for exit via automatic end.  

Besides these formal/ statutory requirements, there are arguably two bigger issues at stake here. The 

first relates to the lack of information within the administrator’s proposals on why they have chosen 

an objective and how this will be pursued. By way of reminder, the administrator must perform his 

functions with the objective specified in sub-paragraph (1)(a) unless he thinks either— 

(a)that it is not reasonably practicable to achieve that objective, or 

(b)that the objective specified in sub-paragraph (1)(b) would achieve a better result for the 

company’s creditors as a whole. 

The administrator may perform his functions with the objective specified in sub-paragraph (1)(c) only 

if— 
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(a)he thinks that it is not reasonably practicable to achieve either of the objectives specified in 

sub-paragraph (1)(a) and (b), and 

(b)he does not unnecessarily harm the interests of the creditors of the company as a whole. 

Although we find that the vast majority of cases identify one objective, there is a deficiency in 

company specific information and background that would make it clear why this objective has been 

chosen. Some reports did explain why they were pursuing a particular objective and linked this to the 

preceding discussion around the state of the company, background and events leading up to 

appointment and the intended strategy and proposed outcome. Explaining the relevance of the 

information to the particular case is likely to make the information more accessible to creditors 

concerned with that company, reducing the information gap between the office holder and creditors.  

The second issue relates the idea of administration as ‘liquidation substitution’. The underlying data 

shows that in 134 cases out of 282 (48%), statutory objective c) is pursued. Further analysis shows 

218 cases out of 282 (77%) are asset sales or dissolution with no or minimal assets (these would be 

statutory objectives b) and c)). As noted earlier, there is a requirement to explain why objective b) 

was chosen over objective a) and a) and b) over c), but in the vast majority of these cases, there is no 

discussion within the accompanying narrative or background company information provided as to 

why administration is deemed more appropriate than liquidation.  

From a creditor’s perspective, understanding the course which is being pursued by the administrator 

and a straightforward explanation of why that course is being pursued (for example, given the state 

of the company at the date of administration or the nature/type of business or the state of the 

market) would help with tracking the progress of the case and enabling creditors to better 

understand the administrator’s subsequent actions. For example, it might help to explain and or 

justify why the administrator is continuing to trade the business (quite often at a loss as our results 

reveal). We identify 91 trading cases, and for 89 of these we were able to extract trading accounts in 

the R&Ps. 53 record a trading surplus and 36 a deficit. Particularly where a deficit is incurred on 

trading in administration, a creditor would want to know why trading was continued and what the 

incremental economic benefit has been to the general body of creditors from this trading activity.  

Issue 6​  

The final issue considers the continuity and consistency of information in administration cases which 

subsequently enter CVL and covers ‘missing periods’ of account between administration and 

CVL and/ or where the closing balance from the administration R&P does not equal the opening 

liquidation figure (funds transferred in). In these cases, it can be difficult to build a complete financial 
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picture and there is no accompanying narrative attached to the administration or the liquidation 

accounts which might explain why these two figures differ.  

In some cases where the date of the final administration R&P did not coincide with the opening date 

for the first set of liquidation accounts, there is no explanation included in the notes to the 

liquidation accounts which attempts to reconcile the closing administration account balance with the 

opening liquidation account balance (see Cases 16 and 17). In other cases where the date of the final 

administration R&P does coincide with the opening date on the first liquidation accounts, there is a 

significant difference in these two figures and again no corresponding explanation for this (see case 

18). Reading the administrator’s final progress report, there is often some narrative on office holder’s 

fees still to be drawn but this requires the reader to comb the reports, identify figures and trace 

them through to a new procedure. Even at that, this would rarely account for the difference in 

closing and opening values. Given that in 31 out of these 34 cases it is the same IPs or IPs from the 

same firm that are appointed liquidators, this ought to be straightforward to explain or reconcile on 

the abstracts of R&Ps that the firm sends to creditors and files at Companies House or in Scotland, 

the AiB.  

We now turn to our recommendations. ​  

 

Recommendations 

Practice quality controls 

Although this may be stating the obvious, our findings suggest that many IP reports could be 

substantially improved in terms of quality through devoting more time, care and attention to the 

information that is published. A ‘cold read’ by an independent reviewer reading from a creditor 

perspective would go a long way to resolving many of the issues in the cases we reviewed.  

Other practice controls that could be implemented include: 

●​ Previous set of R&P to be attached to current draft so that reviewer can see carry forward 

figures match 

•​ Attach relevant bank statement(s) with reconciliation, demonstrating funds in hand are 

matched by funds at bank  

•​ Accounts reviewed in detail behind R&P for any obvious mis-postings  

•​ Shortfalls due to secured creditors carried to next appropriate category of debt  
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•​ Group position clearly articulated in proposals, and then in R&P 

 

SIP 14 - A receiver’s responsibility to preferential creditors   

Although this technical note is based on data derived from administration appointments, the findings 

indicate that SIP 14 is highly relevant to financial reporting in insolvency. SIP 14 summarises best 

practice to be adopted by receivers of assets of companies subject to a floating charge so that the 

receiver has legal obligations to creditors whose debts are preferential. The SIP has been in existence 

for a long time, and of course it was written at a time when there was no prescribed part, and 

administrations in their current form did not exist. Whilst the SIP “does not specifically address the 

treatment of preferential claims in liquidations, it requires members acting as liquidators (or in any 

other relevant capacity) [to] have due regard to the principles which it contains”. We therefore see 

no reason to restrict the principles in SIP 14 to just receiverships and would recommend and support 

SIP 14’s revision to be made best practice across all corporate insolvency proceedings.   

The purpose of SIP 14 is to address the concerns of preferential creditors specifically, regarding the 

categorisation of assets as between fixed (or standard secured) and floating charges and the manner 

in which costs incurred during a receivership are charged against the different categories of assets. 

The amount available to meet preferential debts is the funds realised from the disposal of assets 

subject to a floating charge net of the costs of realisation. It is dependent, therefore, not only on the 

correct categorisation of the assets but also on the appropriate allocation of costs incurred in 

effecting realisations. Our findings clearly point to ambiguities in this reporting dimension. The 

allocation of no costs to the fixed charge assets and the potential loading of all costs to the floating 

charge defeats the rights and entitlements not just to the preferential creditors, but nowadays to the 

prescribed part creditors who rank after the preferential creditors and before the floating charge 

holder. With the increased scope of the preferential creditors with the inclusion of many of HMRC’s 

debts from 1 December 2020, the allocation of costs remains a critical issue.  

In order to enable a receiver to allocate costs on an appropriate basis, SIP 14 advises that 

contemporaneous records of the dominant reasons for incurring costs should be maintained. These 

will also assist the IP in providing explanations as to how he/she arrived at what they consider to be 

an appropriate allocation and provide evidence should that allocation be challenged by any of the 

parties involved. In this regard, insolvency accounting software plays a critical role. We pick up on 

this theme in our final section which provides suggestions for further discussion and research.  

 

12 
 



Joyce. Y. and Maclean, E. (2022) 
 

Suggestions for further discussion 

Technology undoubtedly plays a central role in the recording of transactions and their presentation in 

creditor reports. Technology may be an enabler for change for example by offering new styles of 

reports. In the context of financial reporting, FEE (2015) highlights that technology can not only help 

produce more information but can also enable the provision of information that is more relevant and 

accurate. Of course, the incremental costs and benefits of providing information must be considered. 

In this regard, the complexity of individual cases must be taken into account along with the 

‘information’ and ‘competence’ gaps we referred to earlier.  

Our findings support improving the content of proposals, for example, explaining and justifying the 

administrator’s choice of statutory objective and the preference for administration over liquidation. 

Further discussion and research on the content and format of reporting might involve focused 

discussions between a range of creditors, insolvency practitioners and software developers to better 

understand information needs, how the information is processed by recipients and what effects the 

insolvency process (and reports) have on creditors’ future transacting and business ventures. 

Insolvency reporting should keep pace with and benefit from efficiencies arising from changes in 

technology.  For example, a summary reporting template may provide creditors with the core 

information they require, with more detailed reporting also provided for more sophisticated and 

interested parties.  

If we consider the central function of insolvency processes being the redistribution of assets in the 

economy, corporate failure is of interest not only to the creditors but to a wider stakeholder 

audience, including employees, the public, the media, politicians and regulators. Arguably useful 

information is generated by the insolvency process and captured within various systems, including IP 

reporting systems such as IPS, and also through IP reporting to the Insolvency Service on directors 

conduct and information passed to the Redundancy Payments Service. We would therefore suggest 

that an open discussion might follow on the future of insolvency reporting and the potential of 

technology to generate more relevant, reliable and consistent information to creditors and other 

interested stakeholders. 

 

Appendix 1 Case extracts  

Issue 1 

Case 1 
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Final R&P account balance of £13,734.45. The administrator’s report makes no reference to this final 

balance and notes that “there will be no funds available for distribution to the unsecured creditors” 

and that “the administration has automatically come to an end”.  
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Case 2 

​

 

There is a surplus left in this R&P account equal to £2220.26, although the R&P presented suggests 

“nil”.  
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Issue 2 

Case 3 

 

Single “Receipts” and “Payments” headings with no split of realisations and costs between types of 

security. 

Within the narrative of the Administrator's Final report, the administrators advise that Clydesdale 

Bank held a standard security and a distribution of £353, 357 was made. According to the R&P, 

£365.253 is paid.  
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Further, Clydesdale Bank held a floating charge and £28,792 was distributed under the floating 

charge. According to the R&P, £29.045.40 is paid.  
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Case 4 

 

Secured assets less costs of realisation equal £1,136,199, which exceeds the amount paid to secured 

creditors (£1,569,336.60). There is a security over rental income and the trading surplus of 

£567,889.82 is from rental activities, hence we must deduce that the secured lender recovered this 

amount also.  
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Case 5 

 

 

From the narrative, we know the administrator spent time liaising with surveyors, property 

management companies and the secured creditor regarding completion of the sales of properties. 
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There are two appointments in this group. The other company (not reported here) had the significant 

fixed charge asset. The prescribed part was not applicable to this company but is applicable to the 

case study company.  

No administrators' fees (£16,700) are allocated to standard secured assets. Nothing is available to 

preferential creditors or the prescribed part.  
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Case 6 

 

 

Secured asset realisations (£604,500) less costs of realisation (£29,190.81) exceed the amount paid 

to the secured creditor (£596,522.50).  

We know there are unsecured creditors in this case, no preferential creditors and a prescribed part is 

relevant.  
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We are not provided with any detail on the nature of the “3rd Party funds” (£46,045.25). Therefore, in 

theory, and in the absence of any further information, a prescribed part could have been calculated if 

these 3rd Party funds are not to be applied to the secured creditor. 
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Case 7 

 

The administrators' fees of £490,898 are all allocated to floating charge assets. 

The narrative tells us that the net floating charge property is £1,531,666, but the R&P account would 

suggest this figure is £1,535,321. 
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Case 8 

 

The secured creditor appears to be overpaid from the net standard secured asset realisations. 

(£912,304 less £62,243 = £850,061). £854,120 is paid to the secured creditor. Rent does not appear 

to have been assigned and a prescribed part is applicable in this case. Therefore, secured creditor 

appears to have received funds under the floating charge but this is not disclosed or explained in the 

administrators’ report.  
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Case 9 
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All of the administrators’ fees are allocated to floating charge assets but the accompanying SIP 9 

information suggests sufficient information that could have allowed a split of costs between secured 

and floating charge assets and hence an increased prescribed part.  
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Issue 4 

Case 10 

 

We are provided with a prescribed part calculation, yet the accompanying narrative suggests a 

significantly higher prescribed part.  
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Case 11 

 

 

There is a suggestion that crown debts are preferential (which at the time of this case, they would 

not have been). Crown debts are correctly treated in the R&P accounts.  
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Case 12 

 

Administration R&P accounts are described as “Joint Liquidators’ Abstract of Receipts and Payments”. 
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Issue 5 

Case 13 

 

 

Proposals suggest that both objectives b) and c) are being pursued simultaneously.  
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Case 14 

 

Variation to statutory wording.  

There is no section 2.10(iii) in this Administrator report.  
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Case 15 

 

 

 

The administrators’ proposal advises that it is possible to rescue the company as a going concern.  

The administrator’s proposal and all subsequent progress reports describe progress on trying to sell 

the properties. The company is moved from administration to dissolution. Based on our reading of 

reports, this case appears to have been an objective c) administration from the start.  
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Issue 6 

Case 16 
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The final R&P in administration covers the period to 15 Feb 2013. The final report notes that the 

administration will come to an end on 24 May 2013, so we do not have full set of accounts for the 

administration period.  

Liquidators’ accounts run from 17 April 2013 to 30 May 2015. Funds transferred from administrator 

are £96,299 which does not equal the final balance on the administrators’ R&P. 
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Case 17 

]  

 

Final administrator report is dated 4 March 2014. The R&P runs to 4 April 2014. We can see that the 

funds transferred to liquidator do not match the closing balance on the final administrator report. 

‘Top half’ of R&P does not equal ‘bottom half’.  
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Case 18 
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The end date of the administration reporting period is the opening date of the liquidation process. 

We see a significant difference between closing administration balance and funds transferred in to 

liquidation, which even after allowing for administrators’ fees to be drawn remains significant and 

unexplained.  
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