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THE ACCOUNTANT IN BANKRUPTCY 
AND AGENCY CHIEF EXECUTIVE 

 Our Ref  
Your Ref  
 
6 June 2007 

 
 
 
Dear Agent 
 
Agency Scheme Review 
 
Thank you to all of you who contributed to discussions held earlier in the 
year about the Agency Scheme contract. Unfortunately it was not possible 
for the team to meet with everyone but I hope the range of topics covered 
and views put forward will be representative of most of you. We promised 
to provide information about the points raised at the various meetings and 
I attach at Annex A a summary of the discussions. Where possible and 
relevant, I have given my response to each of the points. I am sorry not to 
have been able to provide you with the feedback before now but any 
comments over and above those already received will be welcome. 
 
I have given a great deal of thought to how best to respond to the many 
service delivery issues with which we are grappling. The question of the 
shape of future contracts with our suppliers and service providers, 
including Insolvency Practitioners operating under the Agency Scheme, 
and the procurement of all such services remains at the top of the agenda 
as we go forward. 
 
Our Business Strategy for 2006 - 2011, which most of you will I hope have 
seen by now, was developed to provide the basis for a modern and 
efficient organisation. The key themes of the Strategy are: 
 

• Developing Policy 
• Modernising Services 
• Supporting the Business 
• Managing the Business 
• Investing for the Future. 
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As the Chief Executive of an Agency of the Scottish Government I have a 
duty to deliver services bearing in mind best value for the public pound. 
With the McClelland Review of  Public Procurement in Scotland in mind 
we will shortly publish our Procurement Strategy which seeks to target 
efficiencies across the supply chain and support continuous improvement 
in the way we deliver our services with and through suppliers. There is an 
inter-dependency between each of the key themes in our Business 
Strategy and an effective procurement strategy. Supplier selection and 
development as well as effective contract management and performance 
measurement will be key components of the success of both. 
 
Work on what arrangements and advice will be needed in the run up to 
the implementation of the Bankruptcy and Diligence etc (Scotland) Act 
2007 is well under way.  We are considering what transitional 
arrangements, if any, are required as well as the implications of the 
reform changes for case administration, whether by the Agency’s staff, 
Insolvency Practitioners as Trustees or Insolvency Practitioners as 
Agents.  
 
More recently since the election it has become clear that the new 
Administration is also interested in questions of delivery of services by 
agencies.  Mr Swinney has now confirmed that he intends to take action 
in line with its desire for simpler, smaller government by re-assessing the 
relationship between the Executive and its agencies and public bodies 
with a view to de-cluttering the public sector landscape. Whilst I do not 
think at this stage that this work will lead to fundamental change for AiB I 
believe that we must consider the potential implications in deciding on the 
way forward with our own review of service delivery.  
 
In the light of all of the above, the Strategic Board has decided to carry 
out an end to end review of all of our current business processes. The 
outcome will be used, together with the outcome of the development of 
new procedures under Bankruptcy Reform, to inform the development of 
a new Business Model which in turn will be the basis upon which we take 
decisions on how future business will operate.  
 
I am hopeful that the new Business Model will be available within this 
financial year and that decisions on procuring services against the model 
will have been taken within the same timeframe. This is very challenging 
but I am of the view that we must strive to achieve it so that we can roll it 
out with the 2007 Act cases. 
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I am looking at how best to cascade information regarding Bankruptcy 
Reform and the Business Modelling work and what it means in practical 
terms to all stakeholders and interested parties. I have discussed with 
ICAS the possibility of setting up a Stakeholder Group, the exact remit 
and membership of which has yet to be finalised, and more information 
will be made available on that very soon. We may also develop  a periodic 
electronic magazine for stakeholders. Something similar has already been 
successfully run internally.  A team from the Agency will be at the ICAS 
conference in November and we are planning to hold a further Agent’s 
meeting in August time. 
 
I hope this is all helpful, if you have any comments on anything I have set 
out here I will be happy to receive them, if emailing please send to 
ce@aib.gsi.gov.uk 
 
Yours sincerely 

 
Gillian Thompson 
 
 
Copied to Anne Bryce, ICAS 
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Annex A 
 
Summary of Points Discussed at Agents’ Consultation Meetings 
 
Meetings were held in Edinburgh, Aberdeen, Glasgow and Dunfermline in 
January and February 2007. The following summary pulls together points 
raised and discussed at the various meetings.  
 
Fees  
Fees are insufficient, the return from 
Agency cases is less than from cases 
run as Trustee 

The Agency Scheme allows for set 
basic fees to be payable. It is 
accepted that in some cases the 
agent may receive less than if he 
were paid on an hourly basis or if he 
were the trustee in his own right. 
There are cases however which 
involve very minimal work and yet the 
same basic fee is paid. This has to 
be further balanced against those 
cases in which, if the agent was the 
trustee in his own right, there would 
be insufficient funds to pay any fee at 
all yet the agent receives payment 
from the Accountant for managing 
the case. 

Different rates could be paid for more  
complex cases 

This might be a possibility providing 
the criteria could be clearly defined. 
Overall funds available for the 
Agency Scheme might need to be 
apportioned differently and the cost 
of administering would need to be 
reconciled against the benefits 
achieved. Currently as agents are 
aware the opportunity exists to apply 
for additional hours outwith the basic 
fee for work that is not included in the 
standard schedule of duties. 

Fees could be paid per case with 
augmented fees for complex cases 

In principle, this would be possible 
subject to clearly defined criteria. The 
‘per capita’ fee might need to be 
adjusted to accommodate. Again, the 
costs of administering a different fee 
structure might outweigh the 
advantages. This point will be taken 
into consideration when considering 
a new contract. 

Fees could be paid in stages over life 
of case 

This will be looked at when 
considering a new contract. At the 
moment some fees can be paid in 
between accounting periods upon 
application. 
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Budgetary issues affect the ways the 
Agency’s staff interact with agents 

The Agency has to be mindful of 
costs to the public purse and has to 
balance expenditure against the 
benefit to the sequestration.  

Minimising the running costs or 
streamlining the administration of a 
case does not  ensure quality work 

As above, however, the Accountant 
is sure an agent would not carry out 
work of an inferior standard. The 
benefit an outlay or action has to the 
creditors has to be balanced against 
the cost. The decision whether or not 
to pursue a particular course of 
action would be the same regardless 
of whether the case was an agency 
case or a trustee case. 

If agents’ work benefits a case, then 
they should also benefit in terms of 
the fee  paid 

Agents are already paid a fee for 
realisation of assets. Remuneration 
due to an agent is not deducted from 
funds held in the sequestrated estate 
but is paid from the public purse.  

  
K3 Procedures  
There is inconsistency in the 
decisions made on K3 applications 

Each case is considered according to 
the individual circumstances. It would 
be helpful if agents provided as much 
information as possible including the 
benefits to be gained in carrying out 
additional work when submitting 
requests.  

The Agency should be willing to 
accept or use some discretion in 
considering retrospective applications 
for extra time, it is sometimes difficult 
to apply in advance 

Approval should be sought for all 
additional work in advance. In urgent 
situations approval can be requested 
by telephone. 

Applications are sometimes not 
approved quickly enough 

Applications for additional work are 
given priority and turned around as 
quickly as possible. 

Hours approved are often insufficient Full details of the additional work will 
assist the decision making process. 
Once an activity has been approved 
the hours can be re-considered if the 
task is found to take longer than 
anticipated. 

A nominal number of hours could be 
available for each duty on Schedule 2

This could be considered when 
drafting the specification for a new 
contract. 

The need for extra time can be 
influenced by the type of case put out 
to an agent 

Accepted – all cases are considered 
on an individual basis. 
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Cases Allocated  
Perception that easier cases kept in 
house and complex cases (e.g. 
trading cases) are put out to agents 

On the whole the full range of cases 
are kept in house although it is 
possible trading cases may be 
allocated out at present. 

More cases seem to be kept in house 
than previously 

This is true but the number of 
sequestrations has risen in recent 
years and there has also been an 
increase in the number of cases 
allocated to agents. 

Some felt the allocation by 
Sheriffdom was inefficient whereas 
others felt it worked for them – it 
appears to depend which allocation 
area an agent is in  

This will be looked at once a new 
contract is taken forward however 
procurement issues may impact on 
this – invitation to tender for a new 
contract may need to be advertised 
widely and the Agency may not be 
able to specify it was looking for 
tenders from practitioners in any 
specific geographical area.  

Allocation by Post Code area might 
be better 

As above 

How many cases are kept in house? 
Agents have noticed they do not 
have as steady a flow of work as  
previously 

The Agency’s Annual Report gives 
the figures for 2005-2006. Of those 
cases where AiB was appointed 
interim trustee, 1,392 were 
administered in-house against 3,338 
where an agent was appointed. 

  
Insolvency Practitioners  
The Agency does not give sufficient 
recognition of professional 
qualifications 

The Accountant is aware that agents 
are required to be authorised to act 
as an insolvency practitioner by one 
of the regulatory bodies. This 
authorisation gives comfort to the 
Accountant. It is also clear that not all 
agents personally administer cases.  

Some agents feel contracting out 
specific aspects of case 
administration rather than whole 
cases is feasible whereas others do 
not feel this is an attractive 
proposition 

Business Modelling will look at all 
aspects of case administration. 

An agents local knowledge is 
advantageous to case administration 

This might be true in some instances 
however in-house case officers 
administer cases from all over 
Scotland. 
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Co-operation between agents could 
be an efficient way of dealing with 
cases that were not immediately local 
to their practice 

The existing contract allows for sub-
contracting. 

  
Legal Services & Fees   
Agents felt that in some cases the 
legal fees were as much as the agent 
was paid 

Legal fees are incurred where 
necessary and inevitably will reflect 
the work carried out. This may mean 
in exceptional circumstances that the 
legal fees exceed the agent’s fee. 

Some perceived that legal fees were 
greater than before the legal services 
contract was introduced 

When the total cost of legal services 
is taken into consideration this is not 
the case. 

Agents felt that in some 
circumstances they were being asked 
to carry out work that a solicitor 
would previously have been used for 

If legal representation is considered 
necessary, authorisation will be 
given. 

The Agency should clarify the 
circumstances in which it expected a 
solicitor to be used 

In broad terms, if a task could be 
undertaken by a member of the 
Accountant’s staff then we would 
expect the agent to be able to carry 
that task out. When requesting legal 
representation it would help if agents 
gave as much information as 
possible.  

  
Submission of Accounts / Scheme 
of division 

 

It would be easier for the 
Accountant’s office to do the Scheme 
of Division as agents do not know 
what is in the sequestration bank 
account 

Agents are welcome to contact my 
office for bank account information 
prior to producing a Scheme of 
Division. 

The Accountant should let agents 
know what outlays have been settled 
directly (e.g. legal bills) to allow them 
to calculate the Scheme of Division 

Agents can consider contacting the 
provider for the costs of a service. 
We may be able to incorporate some 
notification system into a later IT 
release. 

  
Payments  
Payments in respect of dividends and 
reversion to debtor are sometimes 
taking longer than they used to  

After investigation, it appears the 
incidents referred to were few. 
Generally payments are made very 
quickly. Additionally, payment by 
BACS should help speed up the 
whole process. 
In cases where a reversion to the  
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 debtor is being paid before his 

discharge funds will not be released 
until the signed declaration from the 
debtor that he will meet any claims 
that may subsequently arise has 
been received.. 

Payment for travel time is made 
when it is included in an account. 
Because of the deferment of 
accounts (agents only do 1st and final 
accounts) it can be some time before 
payment of travel time is made 

There is provision for ‘in-between’ 
payments. 

As with travel time, reimbursement of 
outlays can be delayed because of 
accounting schedule 

As above. 

  
Monitoring  
Agents on the whole would have no 
objection to closer monitoring by AiB 
– ICAS and IPA monitor currently 

As the Agency’s relocation is now 
complete, the Accountant may 
choose to further exercise her 
supervisory powers and agents may 
see greater monitoring of the cases 
they administer. 

Agents used to be asked for 
information as to the current position 
on cases they administer. This no 
longer happens 

As above. 

Agents used to get lists of cases over 
a certain age 

As above. 

It would be helpful if checklists of 
what was required when were 
available 

This will be looked at when 
considering the changes due top 
bankruptcy reform.  

  
Procurement  
There is concern that there will be 
fewer agents as a result of 
procurement and therefore a lesser 
service to the public 

The Accountant will take the findings 
of an end to end review of all 
business processes into account 
when putting a new contract out to 
tender. Service to the public will be 
key to any procurement exercise and 
that includes considering how service 
levels are maintained within the 
current arrangements. 

Local knowledge is advantageous 
when administering cases 

As above. While local knowledge is 
clearly a factor, capacity, 
consistency and quality and 
performance standards  also need 
to be balanced in determining the 
overall value.  
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Home interviews are beneficial – the 
Agency cannot conduct face to face 
interviews from offices based only in 
Kilwinning 

A review of business processes will 
help formulate best practice for 
carrying out interviews. The 
proportionality of any activity must be 
taken into consideration. 
 

Concern that service would be diluted 
by large companies taking on a 
greater number of cases 

A revised contract would stipulate the 
required level of service regardless 
who was awarded that contract. How 
we measure the quality of service is a 
key concern both  within the existing 
contract and any new contract. 

Bigger firms are more able to tender 
than smaller firms 

The procurement exercise, when 
carried out, will take all aspects of a 
tender into consideration. We are 
also committed to supporting the 
Scottish Public Sector Procurement 
Supplier’s Charter which aims to 
reduce barriers to business. 
 

A guarantee of minimum levels of 
work would make tendering more 
viable 

This will be taken into consideration 
prior to putting a new contract out to 
tender. 
 

Would those tendering have to be 
qualified IPs? 

Some assurance of competency 
would be required. 

Would contracts be awarded on a 
geographical basis? 

There are many issues to be taken 
into consideration and Business 
Modelling will look at all aspects of 
case management. We also need to 
recognise our duties under EU and 
UK law surrounding public 
procurement activity 

  
General  
Inexperience of the Agency’s staff 
impacts on relationships with agents 

Every organisation has staff with 
different experience levels. A great 
number of the Ayrshire staff have 
now been with the Agency for over 2 
years. Until relatively recently there 
was a nucleus of staff remaining in 
Edinburgh to give support. 
 

Named contacts would be helpful Named contacts were provided to 
agents at the meeting held in 
Glasgow on 13 February. Packs 
containing this information have since 
been sent to those agents who were 
unable to attend the meeting. 
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E-mail communication would be 
beneficial 

Electronic communication, including 
web based form filing, is included in 
our Business Strategy and will be 
looked at further with Business 
Modelling and IT developments. 

Common sense should be used in 
communicating – a phone call or e-
mail for clarification instead of 
returning work 

Agreed. 

Cases that have no realisable assets 
and no prospect of a contribution 
could be passed back to AiB 

The fee currently paid to agents 
assumes the case, in the majority of 
circumstances will be concluded by 
the agent. Again, this will be part of 
Business Modelling and the contract 
requirements adjusted if necessary. 

The Agency has offset fees owed by 
trustees against fees to agents. 
Reference made to s51 of the Act 
which states that interim trustee fees 
should be paid out of sequestration 
funds. Agents who become trustees 
feel they should therefore not pay 
fees of the Accountant as IT until the 
estate has funds.  

A distinction needs to be made 
between the Accountant’s statutory 
fees and her fees as the interim 
trustee. Statutory outlays of the 
Accountant in Bankruptcy must be 
paid forthwith. The fees due to the 
interim trustee are paid from funds of 
the debtor’s estate. 
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