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Welcome to our first annual report as an Agency of the Scottish Executive Justice Department.
Our 2002-03 annual accounts are also included.

I joined the Agency as Chief Executive on 30 September 2002. The second 6 months of the year
saw the announcement by Scottish Ministers of the review of our location and their intention to
delegate to the Agency certain functions under the Debt Arrangement and Attachment (Scotland)
Act 2002 for the forthcoming Debt Arrangement Scheme. I am pleased to say that despite the
inevitable uncertainty caused by our location review, we have maintained the quality of our
service to our customers, partners, stakeholders and external contacts. I pay tribute to my staff
for the way they have responded to the need to think and act ever more flexibly in order to deliver
the performance targets set for the year and make the improvements in working practices that
come with Agency status.

Over the year, the number of awards of sequestration registered was 3,228. This was an increase
of 1% over the previous year. The Accountant was appointed interim trustee in 2,863 (89%) of
cases.

Our Case Management Branch (CMB) took 749 (26%) cases and 2,114 were allocated to private
insolvency practitioners to administer under the Agency Scheme that Accountant in Bankruptcy has
operated since 1993. The Branch exceeded its targets for the year in its gathering of contributions,
payment of dividends to creditors and the number of discharges it processed (see Appendix 5).

Our Registration and Supervision Branch (RSB) exceeded its targets for replying to
correspondence and examining Sederunt Books. The Branch completed a tour of the Agency
Scheme areas by holding liaison meetings in Ayr, Inverness and Hamilton.

Meanwhile the Branch that supported the casework business by managing our financial and IT
systems, the telephone helpline and the training of staff, saw its share of success.

We have improved in a number of areas and they are covered in more detail later in the report.
However, I would like to highlight several key improvements here:

� we now host our own web server and changed our web address to aib.gov.uk to raise our
public profile. Receiving and sending e-mail is significantly quicker and security has been
tightened;

� we refreshed our website. Changes can now be made almost immediately. We have received
some very positive feedback from users;

� we introduced an environmental performance initiative and appointed an environment
guardian;

� all new protected trust deeds are now stored electronically - an initiative which we will extend to
all paperwork in due time as part of our move to deliver all services electronically;

� the Notes for Guidance, which are part of our information services to our partners, are now
on our website replacing the CD Rom.
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� We set up a Bankruptcy User Group (BUG), members of which are individuals or organisations
that have a direct interest in our service. The purpose of the group is to allow an opportunity
for feedback on our performance and discussion about issues affecting it, to assist us in
providing an evermore efficient service.

� In February this year we piloted the minimum asset procedure (MAP) which allowed CMB to
streamline the administration of cases with no or very few assets. The results indicated a
potential reduction in operating costs of around 25% of normal costs for such cases and the
pilot has been extended with the possibility of further refinement.

We now have new procedures in place to handle subject access requests under the Data
Protection Act 1998 and to ensure that the Agency fulfils its obligations under the Regulation of
Investigatory Powers (Scotland) Act 2002. We also published our complaints procedure on our
website.

The Debt Arrangement and Attachment (Scotland) Act 2002 came into effect on 30 December
2002. I anticipate that there will be an increase in sequestrations as the Act makes it possible to
constitute apparent insolvency following an attachment in pursuance of a summary warrant,
whether goods were attached or not (nil attachment). However, as this change applies to new
cases only, any increase will take time to materialise. The Act also introduced the Debt
Arrangement Scheme which will come into effect by 2005. Scottish Ministers intend to delegate
functions under the scheme to the Agency. It is unclear what impact the Debt Arrangement
Scheme will have on sequestrations or protected trust deeds.

The EC Regulation on insolvency proceedings came into force on 31 May 2002. Scottish
Regulations were made to ensure they fit into Scottish Law.

The Scottish Executive is consulting on proposals for reforming the current bankruptcy law. I
anticipate that resultant changes will mean new procedures and processes for us further down
the line.

Despite the challenges we have faced since I took up post, we have made real progress in
improving our service delivery. I anticipate that we will know shortly whether and to where we are
to relocate. In the event that we are to move, we will experience further changes and for that reason
I do not propose to forecast further improvements in our performance. I simply aspire to continue
to deliver the service that people are entitled to expect from us without loss of quality.

Gillian Thompson
Chief Executive
November 2003
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Who we are
The Accountant in Bankruptcy is an Agency of the Scottish Executive Justice Department. The
Chief Executive is accountable to Scottish Ministers for the Agency’s operation and performance.

The Chief Executive is also the Accountant in Bankruptcy and is appointed as such by the
Scottish Ministers under section 1 of the Bankruptcy (Scotland) Act 1985, as amended. This Act
is the principal legislation determining the work of the Agency, although there are still a small
number of sequestrations subject to the 1913 Act. Agency status has not changed or limited the
independence of the Accountant when acting as trustee in bankruptcy or in supervising
bankruptcies generally.

What we do
The Accountant in Bankruptcy’s responsibilities are generally to supervise the process of
sequestration in Scotland and to act as trustee in bankruptcy when appointed by the Court. The
Accountant is empowered to employ staff to carry out the functions on her behalf. Staff working
within the Agency are Scottish Executive employees. The Accountant also appoints private
insolvency practitioners to act as her agents.

The functions of the Accountant in Bankruptcy under section 1A of the Bankruptcy (Scotland) Act
1985 (as amended) are:

� to administer Government policies as regards personal insolvency and the process of
corporate insolvency in Scotland, and to monitor the implementation of these policies;

� to maintain a public register of sequestrations, protected trust deeds and company
insolvencies;

� to generally supervise the process of sequestration in Scotland and ensure that those involved
in that process, principally trustees and commissioners, properly carry out their responsibilities
and to take appropriate action when they fail to do so;

� to undertake the functions of commissioners in sequestrations where none may be or are
elected to that office; and

� to act as interim and permanent trustee in sequestrations where no insolvency practitioner is
appointed or elected to do so.

The Accountant was appointed as interim or permanent trustee in around 90% of all
sequestrations during the year, a proportion of these (presently about 25%) are administered
directly. The remainder are contracted out to private insolvency practitioners to administer under
an Agency Contract. As well as administering sequestrations on behalf of the Accountant,
insolvency practitioners are appointed as trustees in their own right in about 10% of
sequestrations.

We publish guidance on sequestration procedures on our website: www.aib.gov.uk  
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Our customers and contacts
This diagram shows our internal and external contacts with whom we are in touch on a regular
basis.
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The Agency
As an Executive Agency, we operate independently and impartially whilst remaining directly
accountable to the Scottish Ministers for the standard of our work.

The  Accountant  is appointed under the Bankruptcy (Scotland) Act 1985, (as amended). She is
an independent statutory officer whose principal responsibilities, as laid down in this Act, are
generally to supervise the process of sequestration in Scotland and to act as trustee in
bankruptcy when appointed by the Court.

The Accountant is the Chief Executive of the Agency. She has a right of direct access to
appropriate Ministers, including the First Minister. She is responsible for managing the Agency
and for its performance and future development.

We operate within the Scottish Executive’s Aim, Vision and Values, and have identified our own
statements to underpin our specific roles and functions.

Aim
Our mission is to administer the sequestration process effectively in an independent and impartial
manner, taking account of the rights and interests of those involved.

Vision
We aspire to be influential, valued and respected by achieving excellence in all we do.

Values
We will exemplify the values of integrity, honesty, objectivity and impartiality and ensure that our
activities are:

� independent;

� responsive;

� fair; and

� open.

5

A
cc

o
u

n
ta

n
t 

in
 B

a
n

kr
u

p
tc

y 
A

n
n

u
a

l 
R

e
p

o
rt

 2
0

0
2

-2
0

0
3

Our aim, vision and values



Accountant in Bankruptcy
George House
126 George Street
Edinburgh
EH2 4HH

Legal-Post EDINBURGH 20
LP-1

Telephone 0131 473 4600

Fax 0131 473 4737

Case Management Branch Fax 0131 473 4708

Helpline 0845 762 6171

E-mail helplines:

helpline@aib.gov.uk for general advice or queries on the sequestration
process and trust deeds

info@aib.gov.uk for requests for or queries on the Notes for Guidance

AiB@aib.gov.uk for correspondence to the Accountant

Website www.aib.gov.uk
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Registration and Supervision Branch

As in previous years, there has been an increase in workload across the various functions of
the Branch. This is detailed below:

Tasks Number % increase from 
previous year

Awards registered 3,228 1%

Accounts determined 8,760 7%

Sederunt Books examined 3,271 6%

Correspondence 4,439 3%

Liquidations & receiverships registered 967 24%

Protected trust deeds registered 5,363 34%

In terms of our published targets we responded to 96% of correspondence within 10 days (the
target being 90%) and we audited 98% of accounts received within 4 weeks and 99% 
of Sederunt Books within 4 weeks of receipt (the target for both being 95%).

The principal function of the Registration and Supervision Branch is to register all awards of
sequestration, to supervise the actings of interim and permanent trustees in sequestrations, and
to ensure compliance with their statutory and fiduciary obligations. In cases where an insolvency
practitioner is appointed or elected as permanent trustee, but where no commissioners
(representing the creditors’ interests) are acting, the Branch exercises the functions that would
otherwise have fallen to commissioners. These functions involve auditing trustees’ accounts and
fixing their remuneration. The Branch also manages the Agency Contract, through which the
majority of sequestrations in which the Accountant is appointed as interim or permanent trustee
are administered. Insolvency practitioners act as her agents in these cases.

We assisted 6 insolvency practitioners directly in the administration of their sequestrations. We
undertook an exercise to write to trustees in trust deeds with a view to closing old cases. This
resulted in 38% more protected trust deeds being concluded than in the previous year. All trust
deed files are now electronically stored. During the year we dispensed with the CD Rom for the
Notes for Guidance and these are now found on our extended website. We also took the
opportunity to revise the Notes for Guidance. We also completed our tour of Agency areas
holding Agency liaison meetings in Ayr, Inverness and Hamilton.

9
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Registration
The Branch is responsible for maintaining the public Register of Insolvencies. This records details
of all sequestrations awarded by the Scottish Courts, all protected trust deeds, and all Scottish
liquidations and receiverships. The register is fully computerised and is accessible by terminal in
George House. Whilst written or faxed requests for search reports are dealt with daily, a direct
access facility by a modem link is available for professional users.

The performance target set for the Branch is to register all court documents and other statutory
forms (petitions and awards) within 2 days of receipt. In practice, the vast majority are entered
the same day and the register is kept as up-to-date and as accurate as the information given to
us allows.

In the year ending 31 March 2003, there were 3,228 new awards of sequestration, an increase of
1% over the previous year. The number of trust deeds registered as protected was 5,363, 34%
more than last year.

Supervision 
The Branch is also responsible for the supervision of agents and trustees involved in
sequestration. The performance in relation to the audit of trustee accounts met the published
target of issuing a determination of the trustee’s fees and outlays within 4 weeks of receiving an
account. The Accountant has no active role in the administration of trust deeds. We will audit a
trustee’s accounts if a creditor, debtor or a trustee request us to do so. During the year we
received 33 requests.

The Agency Scheme continues to function satisfactorily for many of the 89% of cases where the
Accountant is appointed as interim trustee. Within the year under review, 74% of the available
work was assigned to agents, 64 of whom are on the rota for the allocation of new cases. This
is an increase of 6 agents from last year. Liaison meetings were held in Ayr, Inverness and
Hamilton.

Correspondence
The Correspondence Section is a specialist unit within the Branch which is responsible for dealing
with the more complex and technical issues which arise as part of the supervisory process.

The topics cover a wide range including; gratuitous alienations and unfair preferences; inhibitions
(including their effect upon post-inhibition securities); redundancy payments; personal pension
plans; arrestments; applications for deferment of a debtor’s automatic discharge; acquirenda;
incompetent awards of sequestration; heritable property held subject to special destination;
Standard Securities and their validity; speculative court actions; solatium and Criminal Injuries
Compensation Authority awards; sales of heritable property and allied matters (e.g consents to
sale, and Actions for Division and Sale); absconding, missing, and unco-operative debtors; and
equalisation of diligence. Over 4,400 items of correspondence were received in the Section, of
which 96% received a response within 10 working days. The number of pieces of correspondence
received does not include correspondence received by the Branch in relation to the general
registration and supervisory functions.

10



Bankruptcy (Scotland) Act 1913
At the beginning of the calendar year, 25 cases were open. Of these, 2 were closed after
payment of a dividend to creditors, in one there was no dividend to creditors, and another 4 were
written off in terms of Section 159 of this Act. Thus 18 cases remained in dependence at
31 December 2002.

Suspected offences reports
Another of the Accountant’s functions is the submission to the Lord Advocate of suspected
offences reports prepared by trustees, agents and Case Management Branch. During the year
ended 31 March 2003, 61 such reports were sent to the Crown Office.

Corporate insolvency statistics
We are responsible for overseeing the processes of corporate insolvency, that is receivership and
liquidation of companies registered in Scotland and for the registration of documents filed by
insolvency practitioners in the process of winding up and receivership. The Accountant received
notification of 853 liquidations and 114 receiverships during the year.

Gordon Kilpatrick
Head of Branch
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Activities and performance – 
Case Management Branch 

The Case Management Branch (CMB) is responsible for exercising the Accountant’s functions as
interim and permanent trustee in those sequestrations which have not been contracted out to
agents. This amounts to some 25% of all cases in which the Accountant is trustee. The general
policy has been that the Branch takes all types of cases in all areas of the country so that its
caseload is in all respects similar to that undertaken by agents.

During 2002-03, CMB undertook the full administration of 700 new sequestrations. Of these, 688
followed an award of sequestration, while 11 were re-assigned from the Agency Scheme. The
Branch also undertook 1 further case in early May 2002 in which the debtor’s solicitors advised
their intention to seek an early reduction of sequestration - a route not commonly followed as most
debtors in a position to do so seek recall. However, co-operation between all parties concerned
resulted in the reduction being granted and a successful outcome for all parties concerned.

Throughout the year, staff continued to concentrate on discharging cases whenever possible with
the result that at 31 March 2003 a total of 873 cases had been fully discharged while another 60
had been classified as requiring long-term monitoring of assets. This resulted in 2496 live cases
being administered by the Branch’s 2 main administration teams. Staff will continue to bring as
many cases as possible to discharge during 2003-04 as the Agency prepares for relocation.

The total number of long-term cases received for administration was 97, but following 116
successful discharges, the number of such cases being administered has fallen to 439. Team 3
also continued to monitor 31 cases that followed a duplicate award of sequestration, all of which
results in the Branch administering a total caseload of 2966 live cases.

In February 2003, the Branch introduced a minimum assets procedure (MAP) to streamline the
administration of basic asset cases. MAP cases are COSA (certificate of summary award) cases
which do not include heritage. Telephone interviewing was introduced and initial assessments
show that this has been very successful. In addition, the Branch took the opportunity to test
electronic filing in these straightforward cases, again with successful results. By 31 March 2003,
60 MAP cases were being administered - an average of 30 a month. The streamlining had a
positive effect on costs with these cases being administered for a total cost of £387 a case.
Because of the successful outcome on all fronts, a decision has already been taken to continue
with MAP administration in 2003-04.

CMB paid 184 dividends to creditors, an increase of 11 over last year’s figures, and equating to
dividends being paid in 35% of all non-summary and 11% of all summary cases discharged
during the year. The payment of dividends to creditors is one of the main objectives of the Branch
and will continue to be so in the future.

One of the most challenging aspects of case administration is negotiating the trustee’s interest in
heritable property. It is the aim of the Agency to put every effort into coming to an arrangement

12



whereby those sequestrated, and their families, can stay in the family home whenever possible,
while at the same time ensuring that creditors do not suffer under this policy. In 2002-03, CMB
dealt with the trustee’s interest in 62 properties. Of these 6 were repossessed by the secured
creditor and 10 were sold on the open market. Of the remaining 46 properties, the sale of the
trustee’s interest was made to either the debtor or a third party acting in the debtor’s interest,
allowing the debtor and family to remain in the family home. In addition, the trustee’s interest was
dealt with in a further 32 Annex O cases resulting in one property being repossessed by the
secured creditor and the remaining 31 being sold to either the debtor or the debtor’s spouse,
again allowing those concerned to stay in the family home. Annex O cases are cases in which
assets can be realised but for a variety of reasons cannot be processed immediately. For
example, policies where the surrender date is a few years off or heritage in which the trustees
interest is being paid by instalments.

Liz McPhillips
Head of Branch
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Activities and performance – 
Finance and Office Administration Branch

The Branch is responsible overall for management of the Agency’s financial systems, its
personnel and administration services and its computer systems.

Finance
The Finance Section produced the Agency’s first set of resource based annual accounts, the
Agency’s contribution to the Scottish Executive consolidated accounts and the whole of
Government accounts. Interim management accounts were also developed on a resource basis.
The system for collection of income has been brought in house to improve control over income
and maximise cash flow. Improved control over our assets has been assured through our link to
the Brittania assets control system.

Technical Support Section
The Accountant’s Notes for Guidance for interim and permanent trustees has been made
available on the Agency’s website rather than as previously on CD ROM. Crystal Mark awards
have been gained for the following Agency publications and more publications have been
submitted for assessment under the Plain English campaign.

AB1: Debtor’s guide.
AB2: Filling in the debtor’s application forms.
AB6: Apparent Insolvency.

The Agency’s policy on Data Protection has been placed on the website and training rolled out to
staff to make them aware of their responsibilities under the Data Protection Act 1998. The one
data access request received and completed in year incurred £45 in time costs and £19 in other
costs.

The Agency retained Investor in People status with an improved standard for our local induction
training arrangements. The Accountant appointed an environmental guardian for the office.

The helpline service is for anyone requiring information about the bankruptcy process. The
helpline dealt with a wide range of different enquiries from the general public, Citizens Advice
Bureaux and other agencies. A total of 1,332 calls were dealt with ranging from the criteria for
sequestration, to what will happen to the assets and how to apply for a certificate of discharge.



Helpline Statistics for 2002-03

Issues Total

Information packs 283

Sequestration/general 570

Assets 50

Recall of sequestration 6

Certificate of Discharge 53

Training 2

Searches 21

Post sequestration 175

Trust deed 80

Wrong number or no message 92

Total 1,332

Callers Total

Citizens Advice Bureaux/Money Advice Scotland/Trading Standards Offices 176

Solicitors 94

Trustee 2

General public 688

Others 253

Local Authorities 20

Wrong number or no message 92

Sheriff Court 7

Total 1,332

A total of 7 organisations received a training seminar from our training team on the sequestration
process.

As an Investor in People we are committed to staff training and development. The training team
carried out 1,648 hours on training including providing 20 new starts with induction training.

15

A
cc

o
u

n
ta

n
t 

in
 B

a
n

kr
u

p
tc

y 
A

n
n

u
a

l 
R

e
p

o
rt

 2
0

0
2

-2
0

0
3



16

Information Technology
The Agency now hosts its own web server, as a result we changed our e-mail address to
aib.gov.uk to raise our corporate image. An internal intranet has been created to which all staff
have access to share information and improve communication.

Connections to both the Scottish Executive Accounting System (SEAS) server and Asset Register
(Brittania) have been established and stabilised. In our first move toward a paperless office
protected trust deeds are now scanned into a Microsoft Windows based SQL database. The
current infrastructure is being migrated onto Windows 2000. This will allow more integration
between the front end applications such as Word, Excel and IRIS and it is planned to complete
this work toward the end of 2003.

The IT team dealt with 1,564 help desk requests from colleagues.

Economies
As a result of protected trust deeds being electronically scanned, hard copy files are not needed
and this saved the related storage costs. A review of the Agency’s publications by reducing
them from A4 to pamphlet size achieved savings on printing and postage costs. By changing
the service provider the Agency stands to save some £8,000 per annum on electricity charges.

Norrie Murray
Head of Branch
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Accountant in Bankruptcy Resource Accounts 2002-03

The Agency’s accounts have been prepared in accordance with the Direction by the Scottish
Ministers, as reproduced on page 41.

The Report and Accounts are presented for the financial year ended 31 March 2003.

1. History of Body
Accountant in Bankruptcy (the Agency) was established as an Executive Agency on 2 April
2002. Prior to this, the work of the Agency was undertaken as a minor department within the
Justice Department. The framework within which the Agency operates is set out in the
Framework Document. This includes the financial delegations. The Chief Executive is
responsible to the Scottish Ministers.

The Chief Executive is also the Accountant in Bankruptcy (the Accountant) and as such is
appointed by the Scottish Ministers under section 1 of the Bankruptcy (Scotland) Act 1985.

2. Results on Accruals Basis
The Income and Expenditure Account shows income and the net cost of operations on an
accruals basis. There are no prior year figures as resource accounts were not compiled
whilst part of Justice Department.

The net cost of operations, amounting to £3.181 million, represents the cost of work
undertaken by the Agency. It has been calculated after including a number of notional and
non-cash costs. Details are given in the Notes to the accounts.

Accountant in Bankruptcy is a supply-financed Agency of the Scottish Executive Justice
Department and is accounted for under the Scotland Act 1998.

Prior year comparative figures are not available on a resource basis. However, the Balance
Sheet was calculated as at 1 April 2002 so as to present resources utilised within the period.

3. Aims
The principal aim of the Agency is to carry out the statutory and other functions laid on the
Accountant efficiently, effectively, and with due regard to the interests of creditors and
debtors.

The Agency successfully managed its resources so as to deliver the agreed services within
the approved 2002-03 funding.

4. Principal Activities
Staff in the Agency carry out the statutory functions of the Accountant. These are to:
� maintain the registers of sequestrated estates, protected trust deeds and corporate

insolvencies;

� supervise the performance of interim and permanent trustees and commissioners in
Scotland;

2020
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Accountant in Bankruptcy Resource Accounts 2002-03

� undertake the functions of commissioners in sequestrations where none are elected to
office;

� undertake the functions of interim and permanent trustee in sequestrations where the
Accountant in Bankruptcy is appointed by the Court;

� administer the application of the Insolvency Act 1986 in relation to the devolved
provisions of corporate insolvency in Scotland.

5. Fixed Assets
There were no significant or unusual purchases.

6. Future Business Development
The Scottish Ministers announced in “A Partnership for a Better Scotland – Partnership
Agreement” published in May 2003 that they plan to legislate to modernise the laws of
personal bankruptcy to strike a better balance between supporting business risk and
protecting the rights of creditors. It is likely that such modernisation would affect the
Agency’s functions and responsibilities.

The Debt Arrangement and Attachment (Scotland) Act 2002 introduces the Debt
Arrangement Scheme. It is anticipated that this will provide powers for the Scottish Minister
to delegate certain functions to the Accountant.

7. Relocation Review  
The Agency is currently being reviewed under the Scottish Ministers’ policy of relocating
public sector jobs outwith Edinburgh. Ministers may make a decision during 2003 on any
likely destination. No provision has been made in the accounts now presented for the
potential costs of a move. There is a real risk of the loss of experienced staff.

8. Research and Development
The Agency aims to keep abreast of all technical innovation, products and system
developments in the field in which it operates.

During the year the website has been refreshed with the aim of making it more user-friendly.
The new format was welcomed by users.

The Insolvency Reporting and Information System (IRIS) is the Agency’s main computer
system. It was developed in the 1980’s and is now beginning to reach the limits of its
capabilities. Migration to a modern platform forms part of the Agency’s plans for IT
improvement. This, along with other improvements such as Electronic Document
Management (EDM), will not only comply with Government e-GIF requirements, but also
provide a robust series of IT systems capable of further development to meet any future
plans for the Agency.

9. Post Balance Sheet Events
Details can be found in the Note 17 to the accounts.
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10. Senior Management
During the year the Management Board of the Agency comprised:

Stephen C Woodhouse Chief Executive (2 April 2002 to June 2002) 
Maureen McGeown Acting Chief Executive (from June to September 2002)
Gillian J Thompson Chief Executive (from 30 September 2002)
Maureen McGeown Depute Accountant in Bankruptcy (2 April 2002 to May 2002 and

October 2002 to December 2002)
Maureen McGeown Depute Accountant and Relocation Project Manager (from January

2003)
Gordon Kilpatrick Senior Manager Registration and Supervision (from January 2003 to

May 2003)
Gordon Kilpatrick Senior Manager Policy Unit (from June 2003)
Elizabeth McPhillips Senior Manager Case Management (from 2 April 2002)
Norrie Murray Senior Manager Finance and Office Administration (from 2 April 2002)
Sandra Jack Senior Manager Registration and Supervision (from June 2003)

Details of remuneration are contained within Note 2.03 to the Accounts.

11. Board Members
Salaries are determined under the Scottish Executive Main negotiating arrangements.

12. Disabled Employees/Equal Opportunities
The Agency has positive policies in relation to disabled employees in accordance with Scottish
Executive policy. Special facilities are provided where necessary. Every effort is made to comply
with equal opportunities legislation.

13. Charitable Donations
A donation of £500 was made to the Maggie Centre at the Western General Hospital Edinburgh
in lieu of the printing and postage costs of corporate Christmas cards.

14. Payments to Suppliers
The Agency complies with the Confederation of British Industry prompt payment code and is
committed to the prompt payment of bills for goods and services received. Payments are normally
made as specified in the contract. If there is no contractual provision or other understanding, they
are due to be made within 30 days of the receipt of the goods and services, or the presentation of
a valid invoice or similar demand, whichever is later. In 2002-03, 96% of invoices were paid on time.

15. Employee Involvement
The Agency encourages staff involvement in the day to day running of its activities through
normal line management contacts. There is a staff suggestion scheme to encourage original
ideas and an office intranet that is used to disseminate information. Staff are able to access
welfare services and trade union membership.

16. Audit
The accounts for 2002-03 are audited by auditors appointed by the Auditor General for Scotland
and the report is on pages 26 to 27.
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Under section 19(4) of the Public Finance and Accountability (Scotland) Act 2000, the Scottish
Ministers have directed Accountant in Bankruptcy to prepare a statement of accounts for each
financial year in the form and on the basis set out in the direction on page 41. The accounts are
prepared on an accruals basis and must give a true and fair view of the Agency’s state of affairs
at the year-end and of its income and expenditure, recognised gains and losses and cash flows
for the financial year.

In preparing accounts the Agency is required to:

� observe the accounts direction, including the relevant accounting and disclosure
requirements, and apply suitable accounting policies on a consistent basis;

� make judgments and estimates on a reasonable basis;

� state whether applicable accounting standards have been followed, and disclose and
explain any material departures in the financial statements; and

� prepare the financial statements on the going concern basis, unless it is inappropriate to
presume that the Agency will continue in operation.

The Principal Accountable Officer of the Scottish Executive has appointed the Chief Executive of
Accountant in Bankruptcy as the Accountable Officer for the Agency. Her relevant responsibilities
as Accountable Officer, including responsibility for the propriety and regularity of the public
finances and for the keeping of proper records, are set out in the Accountable Officers’
Memorandum issued by the Scottish Ministers.

Gillian Thompson
Chief Executive
14 November 2003

23

Statement of the Agency’s and Chief Executive’s
Responsibilities
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Statement on Internal Control

Accountant in Bankruptcy Resource Accounts 2002-03

As Accountable Officer, I have responsibility for maintaining a sound system of internal control
that supports the achievement of the Agency’s aims and objectives as agreed by Scottish
Ministers, whilst safeguarding the public funds and assets for which I am personally responsible,
in accordance with the responsibilities assigned to me.

The system of internal control is designed to manage rather than eliminate the risk of failure to
achieve the Agency’s aims and objectives. It can therefore only provide reasonable and not
absolute assurance of effectiveness.

The system of internal control is based on an ongoing process designed to identify the principal
risks to the achievement of the Agency’s aims and objectives, to evaluate the nature and extent
of those risks and to manage them efficiently, effectively and economically.

The Management Board comprising the senior managers and me, has regular meetings to ensure
that the Agency delivers against its aims and objectives. This requires the assessment and
management of risk. The Board regularly reviews all the risks affecting key strategic projects at
its meetings.

Internal Audit is delivered by the Scottish Executive Finance and Central Services Department
(SE: FCSD). In this the first year of the Agency, assurance has been informed by a risk appraisal
undertaken by Chiene & Tait in March 2003 on behalf of SE: FCSD and comments made by
external auditors in their management letters and reports. My review of the effectiveness of the
system of internal control has been informed by this work and the recommendations for
improvements and the following processes:

� the Management Board has met monthly throughout the year to consider the strategic
direction of the Agency and to report to me on progress. In view of the changing
business environment of the Agency these meetings will take place more frequently in
the coming year;

� a quarterly meeting with our Fraser Figure (a representative of the funding Department
who facilitates relations between the Agency and the Department) is in place for which a
report on the Agency’s activities and progress towards meeting its targets is prepared.
These meetings are attended by the Management Board and the Finance Officer of the
SE Justice Department;

� the Health & Safety Committee meets twice a year and is chaired by me. The minutes
are made available to all staff;

� a detailed Agency-wide risk register will be developed shortly. In the meantime we have
compiled registers of the main business risks of the relocation review and risks for the
first stage of the relocation project;

� the senior managers within the Agency have responsibility for the development and
maintenance of the internal control framework. The Agency also has a small team tasked
with periodic reviews of procedures to ensure best practice;
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� the Agency’s Audit Committee had its first meeting on 29 September 2003. The
Committee members are:-

Non Executive Member: Scottish Public Pensions Agency (Chair)
Agency Members: Chief Executive    

Senior Manager FOAB
Finance Manager FOAB
Head of Information Systems 

Justice Department: Finance Team Leader

The Agency uses and relies on the core financial management systems of the Scottish Executive
to carry out its own accounting and payment functions. The Scottish Executive moved to a new
financial and management information system in 2001 and initial difficulties affected the Agency’s
payments. These difficulties persisted into the second quarter of 2002-03 but appropriate action
was taken to correct them. The accounting and payment system worked well throughout the
remainder of the year.

As I noted in the Foreword to these Accounts, the Agency is undergoing a review of its location.
Inevitably, the uncertainty created by the review has lead to the departure of a number of
experienced staff. I have taken action to minimise the risks to the business but must acknowledge
that there have been aspects of transition within the Agency, which led to the accounts being
produced later than planned. I engaged the services of an accountant with expertise in the field
of accrual based accounting to assist in their preparation.

Gillian Thompson
Chief Executive
14 November 2003

2525



Certificate and Report of the Auditor to the Scottish
Parliament and the Auditor General for Scotland

Accountant in Bankruptcy Resource Accounts 2002-03

To the Scottish Parliament and the Auditor General for Scotland
I have audited the financial statements on pages 28 to 40 under the Public Finance and
Accountability (Scotland) Act 2000. The financial statements have been prepared under the
historical cost convention as modified by the revaluation of certain fixed assets, and in accordance
with the accounting policies set out on pages 31 to 32.

This report is made solely to the parties to whom it is addressed in accordance with the Public
Finance and Accountability (Scotland) Act 2000 and the Code of Audit Practice approved by the
Auditor General for Scotland and for no other purpose, as set out in paragraph 43 of the Statement
of Responsibilities of Auditors and of Audited Bodies prepared by Audit Scotland, dated July 2001.

Respective responsibilities of the Agency, the Chief Executive and
Auditor
As described on page 23 the Agency and Chief Executive are responsible for the preparation of
the financial statements and for ensuring the regularity of expenditure and receipts. The Agency
and Chief Executive are also responsible for the preparation of the other contents of the Annual
Report. My responsibilities, as independent auditor, are established by the Public Finance and
Accountability (Scotland) Act 2000 and the Code of Audit Practice approved by the Auditor General
for Scotland, and guided by the auditing profession’s ethical guidance.

I report my opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Public Finance and Accountability (Scotland) Act 2000 and
directions made thereunder by the Scottish Ministers and whether, in all material respects:

� the expenditure and receipts shown in the financial statements were incurred or applied in
accordance with any applicable enactments and guidance issued by the Scottish
Ministers, the Budget (Scotland) Act covering the financial year and sections 4 to 7 of the
Public Finance and Accountability (Scotland) Act 2000; and

� the sums paid out of the Scottish Consolidated Fund for the purpose of meeting the
expenditure shown in the financial statements were applied in accordance with section 65
of the Scotland Act 1998.

I also report if, in my opinion, the Foreword is not consistent with the audited financial statements,
if the Agency has not kept proper accounting records, or if I have not received all the information
and explanations I require for my audit.

I review whether the statement on pages 24 to 25 complies with Scottish Executive guidance on
statements on the system of internal control. I report if, in my opinion, the statement does not
comply with the guidance, or if the statement is misleading or inconsistent with other information I
am aware of from my audit. I am not required to consider whether the statement covers all risks
and controls, or form an opinion on the effectiveness of the Agency’s corporate governance
procedures or its risk and control procedures.

I read the other information contained in the Annual Report, and consider whether it is consistent
with the financial statements. I consider the implications for my report if I become aware of any
apparent misstatements or material inconsistencies with the financial statements.
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Basis of audit opinions
I conducted my audit in accordance with the Public Finance and Accountability (Scotland) Act 2000
and the Code of Audit Practice, which requires compliance with relevant United Kingdom Auditing
Standards issued by the Auditing Practices Board.

An audit includes examination, on a test basis, of evidence relevant to the amounts, disclosures
and regularity of expenditure and receipts shown in the financial statements. It also includes an
assessment of the significant estimates and judgements made by the Agency and Chief Executive
in the preparation of the financial statements, and of whether the accounting policies are
appropriate to the Agency’s circumstances, consistently applied and adequately disclosed.

I planned and performed my audit so as to obtain all the information and explanations which I
considered necessary in order to provide me with sufficient evidence to give reasonable assurance
that the financial statements are free from material misstatement, whether caused by fraud or other
irregularity or error, and that, in all material respects, the expenditure and receipts shown in the
financial statements were incurred or applied in accordance with any applicable enactments and
guidance issued by the Scottish Ministers. In forming my opinion I also evaluated the overall
adequacy of the presentation of information in the financial statements.

Opinions

Financial statements
In my opinion the financial statements give a true and fair view of the state of affairs of the
Accountant in Bankruptcy Executive Agency at 31 March 2003 and of the operating cost,
recognised gains and losses and cash flows for the year then ended and have been properly
prepared in accordance with the Public Finance and Accountability (Scotland) Act 2000 and
directions made thereunder by the Scottish Ministers.

Regularity
In my opinion, in all material respects:

� the expenditure and receipts shown in the financial statements were incurred or applied in
accordance with any applicable enactments and guidance issued by the Scottish
Ministers, the Budget (Scotland) Act covering the financial year and sections 4 to 7 of the
Public Finance and Accountability (Scotland) Act 2000; and

� the sums paid out of the Scottish Consolidated Fund for the purpose of meeting the
expenditure shown in the financial statements were applied in accordance with section 65
of the Scotland Act 1998.

Fiona Kordiak CPFA, Chief Auditor
Audit Scotland – Audit Services (East Region)

Osborne House, 1/5 Osborne Terrace
Edinburgh EH12 5HG

17 November 2003
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Income and Expenditure Account
for the year ended 31 March 2003

Accountant in Bankruptcy Resource Accounts 2002-03

2002-03

Note £000 £000

Income

Operating income 1 2,849

Expenditure

Staff costs 2 1,674

Other Operating Costs 3 4,287

Depreciation 69

Total expenditure 6,030

Operating cost for the year 3,181

All income and expenditure is derived from continuing operations. There were no discontinued activities.

There were no material acquisitions or disposals in the year.

Statement of Recognised Gains and Losses
for the year ended 31 March 2003

2002-03

£000

Unrealised gain on revaluation of fixed assets 5

Difference between historical cost depreciation and actual charge for

the year calculated on revalued amounts (2)

Total reconised gains and losses for the financial year 3

The notes on pages 31 to 40 form part of these accounts.
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Balance Sheet
as at 31 March 2003

Accountant in Bankruptcy Resource Accounts 2002-03

31 March 2003

Note £000 £000

Fixed Assets

Tangible Assets 5 319

Intangible Assets 6 32

351

Current Assets

Debtors and prepayments falling due after less than one year:

Debtors and prepayments 8 1,063

Stock 10 10

1,073

Creditors (amounts falling due within one year) 11 (1,353)

Net Current Assets (280)

Total assets less current liabilities 71

Taxpayers’ equity

General fund 12 59

Revaluation reserve 13 12

71

Signed   Gillian Thomson          Accountable Officer

Date      14 November 2003

The notes on pages 31 to 40 form part of these accounts.
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Cash Flow Statement 
for the year ended 31 March 2003

Accountant in Bankruptcy Resource Accounts 2002-03

2002-03

Note £000

Net cash outflow from operating activities A (3,283)

Capital expenditure B (69)

Financing C 3,352 

Increase/(decrease) in cash in period -   

(A) Reconciliation of operating costs to operating cash flows

Net operating cost (3,181)

Adjust for non-cash transactions 102 

Adjust for movements in working capital other than cash 7 (218)

Net movement on provisions 7 14 

Net cash inflow/(outflow) from operating activities (3,283)

(B) Analysis of capital expenditure

Purchase of fixed assets 5,6 (70)

Adjust for movement in creditors for capital 7 1

(69)

(C) Analysis of financing

Grant in Aid - cash 3,352

Net cash requirement 3,352

The notes on pages 31 to 40 form part of these accounts.
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Notes to the Accounts
for the year ended 31 March 2003

Accountant in Bankruptcy Resource Accounts 2002-03

1 Accounting Policies

The financial statements have been prepared in accordance with the Resource Accounting
Manual (RAM). The accounting policies contained in the RAM follow UK generally accepted
practice for companies (UK GAAP) to the extent that it is meaningful and appropriate to the
public sector. Where RAM permits a choice of accounting policy, that which has been judged
to be the most appropriate to the particular circumstances of the Agency for the purpose of
giving a true and fair view has been selected. The Agency’s accounting policies have been
applied consistently in dealing with items considered material in relation to the accounts.

1.01 Basis of Accounting
These accounts have been prepared in accordance with the historical cost
convention modified to account for the revaluation of fixed assets at their value to the
Agency by reference to their current costs. Prior year comparatives have not been
provided as this is the first year as an executive agency, and resource accounts were
not compiled for the prior year’s activities.

1.02 Fixed Assets
Fixed assets have been stated at current cost as at 31 March 2003 using the relevant
national statistics price indices for current cost accounting to take account of specific
price changes.

Computer equipment is not indexed, in line with Scottish Executive guidance.

Internally developed software is valued at cost.

The thresholds for capitalisation of fixed assets are mainly at £5,000 for equipment,
and £1,000 for other assets.

1.03 Intangible Fixed Assets
This comprises computer software licenses for which the threshold for capitalisation
is £1,000.

1.04 Depreciation
Depreciation is provided on a straight-line basis at rates calculated to write off the
revalued cost, less estimated residual value, of each asset class as follows:

Computers - Up to 5 years
Computer software - Up to 10 years
Loose furniture, fittings, & equipment - 10 years

Depreciation is calculated on the revalued amount of assets, and is charged to
expenditure. An element of depreciation arises due to the increase in valuation and
is in excess of the depreciation that would be chargeable on the historical cost basis.
The amount relating to this excess is a realised gain on revaluation and is therefore
transferred from the Revaluation Reserve to the General Fund.
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1.05 Operating Income
The Agency is not a trading organisation. Income comprises primarily recovery of
Accountant in Bankruptcy fees from sequestration estates in relation to settling
trustees’ remuneration and outlays and repayments to public funds. Fees in respect
of registration may also include costs not yet incurred, and these are accounted for
at the time of invoicing.

Notional income of £3.6m due to the Agency was not invoiced and was uncollected
owing to there being no assets in these sequestrated estates (see Note 20).

1.06 Value Added Tax
Irrecoverable VAT is charged to the Income and Expenditure Account in the year in
which it is incurred, apart from that which is capitalised as part of estate values.
Recoverable VAT is deducted from the expenditure to which it relates.

1.07 Pension Costs
The Principal Civil Service Pension Scheme (PCSPS) is an unfunded multi-employer
defined benefit scheme but the Agency is unable to identify its share of the
underlying assets and liabilities. A full actuarial valuation was carried out at 31 March
1999. Details can be found in the resource accounts of the Cabinet Office: Civil
Superannuation (www.civilservice-pensions.gov.uk).

1.08 Capital Charge
A charge, reflecting the cost of capital utilised by the Agency is included in operating
costs. The charge (or credit where net average liabilities exceed assets) is calculated
at the Government’s standard rate of 6% in real terms on all assets less liabilities.

1.09 Operating Leases
Rentals payable under operating leases are charged to the Income and Expenditure
Account on a straight-line basis over the term of the lease. There are 15 years
remaining on the lease for George House, 126 George Street, Edinburgh.

1.10 Notional Charges
Certain central costs and overheads (auditor’s remuneration and elements of cost of
capital) are charged on a notional basis to the Agency and are contained within the
Income and Expenditure Account.

1.11 Insurance
No insurance premiums are incurred as the Agency adopts the standard
Government policy not to insure.
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for the year ended 31 March 2003 (continued)
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Notes to the Accounts
for the year ended 31 March 2003 (continued)

2 Staff numbers and costs

2.01 Staff numbers
The average number of whole time equivalent persons employed (including senior
management) was as follows:

2002-03

Number

Registration and Supervision Branch 30.5

Case Management Branch 22.0

Finance and Office Administration Branch 28.0

Project Team 2.0

82.5

2.02 Payroll costs
The aggregate payroll costs of these persons were as follows: 2002-03

£000

Wages and Salaries 1,430

Social Security Costs 82

Other Pension Costs 162

1,674

2.03 Senior Management

Age Salary, Real Total Accrued
including Increase in Pension at 60

performance pension at 31 March
pay at 60 2003

£000 £000 £000

Gillian Thompson*
Chief Executive from 30 September 2002 50 20-25 0 - 2.5 10 - 15

Maureen McGeown*
Acting Chief Executive from June to 
September 2002 53 35-40 0 - 2.5 5 - 10

Stephen C Woodhouse
Chief Executive to 30 June 2002 43 10-15 0 - 2.5 5 - 10

Elizabeth McPhillips
CMB - Head of Branch 54 30-35 0 - 2.5 5 - 10

Norrie Murray
FOAB - Head of Branch 52 30-35 0 - 2.5 10 - 15

Gordon Kilpatrick*
RSB - Head of Branch to June 2003 38 25-30 0 - 2.5 0 - 5

Notes to the above table
* Gillian Thompson joined the Agency as Chief Executive on 30 September 2002.

* Maureen McGeown also held other posts within the year - see Foreword Note 10 for details. The salary
stated is for the full year.

* Gordon Kilpatrick is on Temporary Responsibility Supplement.



Notes to the Accounts
for the year ended 31 March 2003 (continued)
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Salary
Salary includes gross salary; performance pay or bonuses; overtime; and any allowance to the extent that
it is subject to UK taxation.

Benefits in kind
There were no benefits in kind.

2.04 Pensions
Pension costs are provided through the Civil Service pension arrangements. From 1
October 2002, civil servants may be in one of three statutory based final salary
defined benefit schemes (classic, premium, and classic plus). New entrants after
1 October 2002 may choose between membership of premium or joining a good
quality money purchase stakeholder based arrangement with a significant employer
contribution (partnership pension account).

(a) Classic Scheme
Benefits accrue at the rate of 1/80th of pensionable salary for each year of service.
In addition, a lump sum equivalent to three years’ pension is payable on retirement.
Members pay contributions of 1.5 per cent of pensionable earnings.

On death, pensions are payable to the surviving spouse at a rate of half the
member’s pension. On death in service, the scheme pays a lump sum benefit of
twice pensionable pay and also provides a service enhancement on computing the
spouse’s pension. The enhancement depends on the length of service and cannot
exceed 10 years. Medical retirement is possible in the event of serious ill health. In
this case, pensions are brought into payment immediately without actuarial reduction
and with service enhanced as for widow(er) pensions.

(b) Premium Scheme
Benefits accrue at the rate of 1/60th. of final pensionable earnings for each year of
service. Unlike classic, there is no automatic lump sum, but members may commute
some of their pension to provide a lump sum up to a maximum of 3/80ths of final
pensionable salary for each year of service or 2.25 times pension if greater (the
commutation rate is £12 of lump sum for each £1 of pension given up). For the
purposes of pension disclosure the tables assume maximum commutation.
Members pay contributions of 3.5 per cent of pensionable earnings.

On death, pensions are payable to the surviving spouse or eligible partner at a rate
of 3/8ths the member’s pension (before any commutation). On death in service, the
scheme pays a lump-sum benefit of three times pensionable earnings and also
provides a service enhancement on computing the spouse’s pension. The
enhancement depends on length of service and cannot exceed 10 years.

Medical retirement is possible in the event of serious ill health. In this case, pensions
are brought into payment immediately without actuarial reduction. Where the
member’s ill health is such that it permanently prevents them any gainful
employment, service is enhance to what they would have accrued at age 60.
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Notes to the Accounts
for the year ended 31 March 2003 (continued)

Accountant in Bankruptcy Resource Accounts 2002-03

(c) Classic Plus Scheme
This is essentially a variation of premium, but with benefits in respect of service
before 1 October 2002 calculated broadly as per classic.

Note: Pensions payable under classic, premium, and classic plus are increased
in line with the Retail Prices Index.

(d) Partnership Pension Account
This is a stakeholder-type arrangement where the employer pays a basic contribution
of between 3 percent and 12.5 percent (depending on the age of the member) into
a stakeholder pension product. The employee does not have to contribute but where
they do make contributions, these will be matched by the employer up to a limit of 3
percent (in addition to the employer’s basic contribution). Employers also contribute
a further 0.8 per cent of pensionable salary to cover the cost of risk benefit cover
(death in service and ill health retirement). The member may retire at any time
between the ages of 50 and 75 and use the accumulated fund to purchase a
pension. The member may choose to take up to 25 per cent of the fund as a lump
sum.

Employer contribution to partnership pension account including risk 
benefit cover

There were no contributions to partnership pension account within the year.

3 Other Operating Costs
2002-03

£000

Rentals under operating leases:

- Other operating leases 375

Notional cost - audit 34

Notional cost - capital charge/(credit) (2)

Accommodation 151

Building maintenance 43

Travel, subsistence, hospitality 13

Other expenses including professional fees 3,673

4,287

4 Analysis of capital expenditure

Capital expenditure amounted to £70k, details of which are contained in Notes 5 and 6.
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5 Tangible Fixed Assets

Furniture,
Fittings, Assets Under 

Equipment Computers Construction Total

£000 £000 £000 £000

Cost or Valuation

As at 1 April 2002 320 140 - 460

Additions 11 32 10 53

Revaluation 10 - - 10

341 172 10 523

Depreciation

As at 1 April 2002 120 17 - 137

Provided during year 32 30 - 62

Revaluation 5 - - 5

157 47 - 204

Net Book Value

At 31 March 2003 184 125 10 319

At 1 April 2002 200 123 - 323

Fixed assets in use by the Agency as at 1 April 2002, the day prior to AIB becoming
an agency, were transferred to the Agency from the Scottish Executive at net current
cost.
Fixed assets were revalued to current cost as at 31 March 2003 using appropriate
price indices.

6 Intangible Fixed Assets
Computer Software

Cost or Valuation £000

As at 1 April 2002 31

Additions 17

At 31 March 2003 48

Depreciation

As at 1 April 2002 9

Provided during year 7

At 31 March 2003 16

Net Book Value

At 31 March 2003 32

At 1 April 2002 22
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7 Movements in working capital other than cash
£000 £000

Increase/(decrease) in stocks 10

Increase/(decrease) in debtors Debtors 522

Bad Debt Provision 14 536

Decrease(increase) in creditors (343)

Total 203

Less increase/(decrease) in capital creditors 1

Total 204

8 Debtors
31 March  2003

Amounts due within one year £000

VAT 466

Prepayments and accrued income 503

Other 94

1,063

9 Cash at bank and in hand

Cash in hand
As all payments and receipts other than petty cash are effected through Scottish
Executive accounting system, no other separate bank account is currently held by
the Agency other than as detailed below.

Third Party Funds
Funds of £15 million are held on behalf of third parties. This mainly comprises
realised assets awaiting repayment to the public purse, distribution to creditors (£13
million), money consigned in respect of unclaimed dividends and unapplied balances
(£2 million).

Unclaimed dividends and unapplied balances are, after 7 years, paid over to the
Treasury. These payments do not form part of the Agency accounts. During 2002
these payments amounted to £120,000, and are based upon balances as at 31
December 2002.
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10 Stock

31 March  2003

£000

Stationery and publications 10

Stocks are valued at the lower of cost and net value.

11 Creditors

31 March  2003

Amounts due within one year £000

Accruals and deferred income 1,221 

Trade creditors 132 

1,353 

12 Reconciliation of net operating cost to changes in general fund

2002-03

£000

Net operating cost for the year (Income and expenditure statement) (3,181)

Net parliamentary funding 3,352

Transfer to general fund of realised element of revaluation reserve (Note 13) 2

Cost/(credit) re capital (2)

Audit 34 32

Net increase/(decrease) in general fund 205

General fund at 1 April 2002 (146)

General fund at 31 March 2003 (Balance sheet) 59

13 Revaluation Reserve
2002-03

£000

Balance as at 1 April 2002 9

Revaluation surplus on fixed assets 5

Realised element of revaluation reserve (2)

Balance as at 31 March 2003 12 

14 Capital Commitments

There was no capital expenditure approved not yet expended at 31 March 2003 for
which no provision has been made.
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15 Commitments under leases

Commitments under operating leases to pay rentals during the year following the
year of these accounts are given in the table below, analysed according to the period
in which the lease expires.

2002-03

£000

Obligations under operating leases comprise:

Land and buildings:

Expiry after 5 years 428

428

16 Financial Commitments

The Agency has entered into contracts (which are not leases or PFI contracts), for
the maintenance of IT equipment. The payments to which the Agency is committed
during 2003-04, analysed by the period during which the commitment expires are as
follows:

2002-03

£000

Expiry within 1 year 44

17 Post Balance Sheet Events

There were no material post balance sheet events other than the relocation review
and its potential consequences, as mentioned in Foreword Note 7.

18 Contingent Liabilities

a. The Agency has contingent liabilities in respect of uninsured losses of the assets
contained within the estates that are in sequestration.

It has not been possible to ascertain the values of some of these assets.

Within the time frame for the compilation of this year’s accounts, it has not been
possible to provide the outstanding contingent liabilities in respect of uninsured
assets, and procedures are being put in place to enable this information to be made
available as from the 2003-04 accounts.

b. A contingent liability could arise in the event of irritation of the lease for 126
George Street as a result of the relocation review.
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19 Related Party Transactions

The Agency is an Executive Agency of the Scottish Executive Justice Department.
During the year the Agency had various material transactions with the Scottish
Executive. None of the senior management team or other parties related to them has
undertaken any material transactions with the Agency.

20 Losses Statement

Notional income on sequestration estates not recoverable amounted to £3.6 million.
There were no individual cases over £100,000. There was a total of 6,763 cases.
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1 The statement of accounts for the accounting period ended 31 March 2003 and subsequent
financial years shall comply with the accounting principles and disclosure requirements of
the edition of the Resource Accounting Manual which is in force for the year for which the
statement of accounts are prepared.

2 The statement of accounts shall give a true and fair view of the income and expenditure and
cash flows for the financial year, and the state of affairs as at the end of the financial year.

3 In addition to the requirements of the Manual:

3.1 When preparing its income and expenditure account the Accountant in Bankruptcy
shall have regard to the profit and loss account format 2 prescribed in Schedule 4 to
the Companies Act 1985 to the extent that such requirements are appropriate to the
Accountant in Bankruptcy.

4 This direction shall be reproduced as an appendix to the statement of accounts

Signed by the authority of the Scottish Ministers

P S Collings
2 April 2003
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Appendix 1  

Sequestrations and protected trust deeds 1999-2003

Year ended 31 March Sequestrations awarded Protected trust 
deeds registered

1999 3,110 1,574

2000 3,185 2,353

2001 2,938 2,943

2002 3,193 4,011

2003 3,228 5,363

Appendix 2

Graph showing the growth in the number of protected trust deeds compared with the
number of sequestrations resulting from debtor and creditor petitions
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Appendix 3

Total number of cases discharged

Year ended 31 March Sequestrations Protected trust deeds

1999 2,870 242

2000 2,850 428

2001 2,825 531

2002 3,129 995

2003 3,271 1,374

The average time to wind up all sequestrations brought to an end by discharge of the
permanent trustee during the year was 4 years 6 months.

Appendix 4

Average dividend payments

Year ending 31 March Sequestrations Protected trust deeds

1999 30.0p 23.1p

2000 25.5p 34.1p

2001 13.6p 23.8p

2002 21.9p 23.6p

2003 20.3p 21.1p



Appendix 5

Bankruptcy (Scotland) Act 1985 (as amended)

1 Sequestrations awarded and concluded as at 31 March 2003 in terms of the Bankruptcy
(Scotland Act 1985) and in dependence during the year ended 31 March 2003.

2001-02 2002-03

In dependence at start of year (live cases) 14,169 14,233

New awards 3,193 3,228

Total: 17,362 17,461

Less:

Recalls/disposals/discharges1 40 53

Sequestrations concluded by discharge of
the permanent trustee in which:

No dividend was paid to creditors 2,549 2,699

Dividend paid to preferred creditors only 131 117

Dividend paid to ordinary creditors 409 455

Total: 3,129 3,324

Cases in dependence at 31 March 14,233 14,137
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1 Sequestrations recalled or disposed of other than by discharge of the permanent trustee.
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2 Results of sequestrations wound up by division of funds followed by trustee’s discharge
during the year.

a During the year 572 sequestrations were wound up by division of funds. The
average time involved in winding these up (that is from the date of award of
sequestration to the date of the trustee’s discharge) was 5 years 10 months.

b The table below gives details of the estates wound up by division of funds
according to the rate of dividend paid.

2001-02 2002-03

Dividend paid to preferred creditors only 131 117

Dividend paid to ordinary creditors:

Less than 25p per £ 178 249

Between 25p and 50p per £ 71 71

Between 50p and 75p per £ 51 34

Between 75p and 99p per £ 17 17

100p per £ plus interest 92 84

Sub-Total: 409 455

Total 540 572

The average dividend to ordinary creditors in 2003 was 20.3p in the pound which compares
with 21.9p in 2002 (Appendix 4).



3 Summary of results in sequestrations wound up by division of funds during the year
ended 31 March 2003.

Estimated receipts and payments as in Statements of Affairs

Gross amounts(£)

Debts: Preferred debts 1,455,990

Ordinary debts 27,307,223

Total debts 28,763,213

Gross Moveable Estates as given up in Statements of Affairs      3,765,760

Estimated Deficiency 24,997,453

Actual receipts and payments

Gross receipts2 13,661,881

Less:

expenses
3
: trustees’ commission 3,031,759

law expenses 732,261

other expenses 1,571,874

extraordinary expenses
4

1,124,000

total expenses 6,459,894

dividends to creditors: preferred 1,081,455

ordinary 5,558,758

total dividends 6,640,213

sub-total 13,100,107

sums consigned as unapplied balances and 
reversionary sums paid to debtors 561,774

Total payments 13,661,881
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2 Excluding sums received from the sale of heritable property and due to secured creditors.
3 Expenses are derived since the inception of the trusteeship, i.e. not just in year.
4 Payments in certain sequestrations, being wages and other charges connected with the carrying on of business sold, etc.



4. Number of sequestrations awarded, by Sheriffdom and Sheriff Court, in the year to 
31 March 2003.

(Note: Included are 388 awards made in the Court of Session and remitted to the
appropriate Sheriff Court.)

Sheriffdom Sheriff Court Awards per 
Sheriff Court

2001-02 2002-03

Tayside, Central & Fife

Alloa 31 40
Arbroath 29 29
Cupar 51 50
Dundee 139 135
Dunfermline 119 91
Falkirk 126 108
Forfar 27 30
Kirkcaldy 149 171
Perth 116 149
Stirling 48 44

Total awards for Sheriffdom 835 847

South Strathclyde, Dumfries & Galloway

Airdrie 173 166
Ayr 98 113
Dumfries 55 43
Hamilton 212 214
Kirkcudbright 20 23
Lanark 35 36
Stranraer 12 12

Total awards for Sheriffdom 605 607

North Strathclyde

Campbeltown 23 15
Dumbarton 69 99
Dunoon 13 26
Greenock 35 49
Kilmarnock 160 136
Oban 25 42
Paisley 212 127
Rothesay 4 3

Total awards for Sheriffdom 541 497
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Sheriffdom Sheriff Court Awards per 
Sheriff Court

2001-02 2002-03

Grampian, Highland & Islands

Aberdeen 211 187
Banff 16 19
Dingwall 17 10
Dornoch 11 11
Elgin 46 42
Fort William 18 31
Inverness 46 42
Kirkwall 6 8
Lerwick 10 5
Lochmaddy 1 2
Peterhead 45 29
Portree 2 12
Stonehaven 24 34
Stornoway 2 5
Tain 12 11
Wick 8 9

Total awards for Sheriffdom 475 474

Lothian & Borders

Duns 8 6
Edinburgh 197 234
Haddington 64 86
Jedburgh 18 28
Linlithgow 118 87
Peebles 6 8
Selkirk 20 14

Total awards for Sheriffdom 431 463

Glasgow & Strathkelvin

Glasgow 306 340

TOTAL AWARDS 3,193 3,228

49

A
cc

o
u

n
ta

n
t 

in
 B

a
n

kr
u

p
tc

y 
A

n
n

u
a

l 
R

e
p

o
rt

 2
0

0
2

-2
0

0
3



5 Distribution of sequestration cases, in the year to 31 March 2003

a Appointment of interim trustee

i Accountant in Bankruptcy

The Accountant was appointed interim trustee in 2,863 (89%) of the total number of 3,228
sequestration cases.

Cases

2002 2003

Appointments arising from: creditor petitions 762 1,122
debtor petitions 1,892 1,629
trustees under trust deeds 49 112

Total 2,703 2,863

Administered by: Case Management Branch 694 749
agents 2,009 2,114

Total 2,703 2,863

ii Insolvency practitioners

An insolvency practitioner was nominated interim 
trustee in 365 (11%) cases of the total of 3,228.

Nominations arising from: creditor petitions 230 184
debtor petitions 238 168
trustees under trust deeds 22 13

b Election/appointment of permanent trustee

The Accountant in Bankruptcy was appointed permanent trustee in 2,587 of the total
number of cases. Apart from the 303 cases where the interim trustee is still in office, the
remaining 338 cases were awarded to insolvency practitioners:

Elected 159 107
Appointed 297 231
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Appendix 6

Bankruptcy (Scotland) Act 1913

1 General Account at 31 December 2002 of the sequestrations awarded and re-opened
and of those wound up during the year, showing the number in dependence at the close

2002 2003

Number of sequestrations in dependence on 31 December 35 25

Less:

Number of sequestrations wound up during the year in 
which no dividend was paid to creditors - 1

Number of sequestrations wound up during the year in 
which a dividend was paid to creditors 3 2

Cases ‘written off’ in terms of section 159 of the 
Bankruptcy (Scotland) Act 1913 7 4

Total: 10 7

Number of sequestrations in dependence on 31 December 25 18

2 Sequestrations wound up by division of funds followed by trustee’s discharge during
the year

Creditors were paid a dividend from 2 sequestrations that were wound up by a division of
funds. In one case a dividend of 100p in the pound was paid to preferential creditors and
30p in the pound to ordinary creditors. In the other case a dividend of 96.9p in the pound
was paid to preferential creditors. These sequestrations were awarded in 1982 and 1986
respectively.
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Appendix 7

Protected trust deeds

1 Protected trust deeds registered and concluded as at 31 March 2003 in terms of
Schedule 5 of the Bankruptcy (Scotland) Act 1985 and in dependence during the
accounting year 2002-03.

2001-025 2002-03

Number of protected trust deeds recorded in the Register of
Insolvencies up to 31 March 7,451 10,466

Protected trust deeds registered during year 4,011 5,363

Less:

Protected trust deeds concluded during the year in which 
no dividend was paid to ordinary creditors 556 689

Protected trust deeds concluded during the year in which 
a dividend was paid to ordinary creditors 440 685

Total: 3,015 3,989

Protected trust deeds remaining open on 31 March 10,466 14,455
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5 The figures quoted in last year’s report have been revised and updated to include information received since publication.



2 Summary of results from protected trust deeds concluded during this year

2001-02 2002-03

Number of cases concluded by payments of a dividend 440 685

(£) (£)

Total receipts 6,050,422 7,734,223

Administration expenses6 2,103,816 3,063,967

Payments to creditors: secured 1,430,687 1,034,707
preferred 201,025 600,366
ordinary 2,314,894 3,035,183

Total sum distributed 6,050,422 7,734,223

Average dividend to ordinary creditors 23.6p in the £ 21.1p in the £

2001-02 2002-03

Number of cases concluded with no payments of dividends 
to ordinary creditors 556 689

(£) (£)

Total Receipts 4,091,200 3,036,751

Administration expenses 2,051,870 1,887,271

Payments to creditors: secured 1,799,316 1,017,210
preferred 240,014 132,270

Total payments 4,091,200 3,036,751
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6 Expenses are derived since the inception of the trusteeship, i.e. not just in year.



Appendix 8

Comparison of outcomes amongst trustees, agents & Case Management Branch

The following information relates only to sequestrations awarded on or after 1 April 1993, i.e. it
excludes cases awarded prior to the coming into effect of the Bankruptcy (Scotland) Act 1993 and
subject to the public funding provisions of Schedule 2 to the Bankruptcy (Scotland) Act 1985.

Private agents Case 
sector trustees Management Branch

2001-02 2002-03 2001-02 2002-03 2001-02 2002-03

Cases concluded by 
permanent trustee 406 533 1,484 1,749 908 989
discharge

Number (and %) of
cases with dividend 145 138 137 195 173 184
paid to preferred/ (35.7%) (25.9%) (9.2%) (11.2%) (19%) (18.6%)
ordinary creditors

Average dividend to 
ordinary creditors

22.6p 17.3p 21.6p 24.2p 20.2p 13.5p

Cases concluded by 
permanent trustee 
discharge; no dividend 

261 395 1,347 1,554 735 805

to any class of creditor

The average net cost per case for 2002-03 was £881 (£953 in 2001-02).
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Appendix 9

Sequestration Funds held by the Agency

1 Analysis of consignations receipts lodged and uplifted, 1 January 1997 to 
31 December 2002

When a permanent trustee has made a final division of a debtor’s estate, Section 57(1) of
the Bankruptcy (Scotland) Act 1985 requires that he or she consigns any unapplied balances
and unclaimed dividends in an appropriate bank or institution in the name of the Accountant
in Bankruptcy.7 The Accountant holds these consignation receipts for a period of 7 years.
After this they are surrendered to the Exchequer. Anyone entitled to receive sums consigned
as unclaimed dividends is able to claim these from the Accountant at any time whether it is
either during or after this 7 year period.

1998 1999 2000 2001 2002
£ £ £ £ £

Previous year’s balance 
b/fwd 610,219 704,426 827,716 987,053 1,311,664

Lodged as unclaimed 
dividends 55,355 92,371 148,734 213,776 295,105

Lodged as unapplied 
balances 59,021 58,003 58,459 170,224 84,369

Total lodged 114,376 150,374 207,193 384,000 379,501

Less:

Transferred to Treasury 
after 7 yrs 20,019 23,624 33,678 44,894 120,471

Amount uplifted 150 3,459 14,177 14,495 8,921

Balance c/fwd 704,426 827,716 987,053 1,311,664 1,561,773
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7 The same holds true of trustees in trust deeds and the statistics include consignation receipts from these insolvency practitioners.



Appendix 10

Accountant’s functions

Costs of the Accountant’s supervisory and trustee functions for the year to 31 March 2003

(Amounts are in £000s) Supervisory Agency CMB Finance/ TOTAL

IT/Training

Staff and other office 
expenses 197 787 709 971 2,664

Payments to trustees 60 - - - 60

Payments to agents/ 
sub-agents - 2,716 77 - 2,793

Outlays 29 340 144 - 513

Sub total 286 3,843 930 971 6,030

Less:

Statutory fees (842) - - - (842)

Realisation & 
recoveries (150) (764) (1,093) - (2,007)

(Surplus) or net cost (706) 3,079 (163) 971 3,181

Note: £3.6m of notional income is not included in the above table as it was uncollectable owing
to there being no assets in these sequestration estates. Had it been possible to recover
these monies, the outcome would have been a surplus of £0.419m.

Appendix 11

Data access request processed in year

The one data access request received and completed in year incurred £45 in time costs and
£19 in other costs.
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Appendix 12

Summary of Performance against our main targets

Target Performance (%) in year April to March

(%) 1999-00 2000-01 2001-02 2002-03

Reply to correspondence 
within 10 working days 90 90 92 95 96

Audit permanent trustee 
accounts within 4 weeks 95 95 95 95 95
of receipt

Examine Sederunt Books 
within 6 weeks of receipt 95 97 92 96 99 

Year (April to March)

1999-00 2000-01 2001-02 2002-03

Pay dividends to creditors in 
non - summary sequestrations

Target (%) 10 10 13 25

Performance (%) 13 25 32 35

Pay dividends to creditors in 
summary sequestrations

Target (%) 08 5 5 9 

Performance (%) 6 6 10 11 
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8 The target was set at zero as it was considered unlikely that dividends could be paid from summary cases due to their very nature

i.e. minimal assets. However, it was established that dividends could be paid which was largely due to contributions from debtors.



List of publications

Copies of the following office publications are all provided free of charge unless indicated
otherwise, or can be accessed via the website on www.aib.gov.uk:

1. Annual Report of the Accountant in Bankruptcy

This is available free on the website or hard copies are available from The Stationery Office for
a fee.

2. Our Notes for Guidance are now only updated on our website.

3. Information Booklets

AB1 Debtor’s guide 

AB2 Filling in the debtor’s application forms 

AB3 Filling in the statement of assets and liabilities 

AB4 Creditor’s guide 

AB5 Petitions

AB6 Apparent Insolvency 

AB7 Protected trust deeds 

AB8 Sequestration: brief guide 

AB9 Sequestration: debtor rights 

AB10 Sequestration: creditor rights 

AB11 Statutory meeting of creditors 

AB12 Debtor discharge 

AB13 Debtor: what happens to my home? 

AB14 Register of Insolvencies, including:

AB15a – Search request form (sequestrations)

AB15b – Search request form (companies)

AB16 Introduction to sequestration 

AB17 Recall of sequestration 

AB18 Corporate insolvency: advice on liquidations

AB18a Corporate insolvency: advice on receiverships
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