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August 2008 

 
 
 
Dear Agent 
 
Annex K3s 
 
A number of Agents have expressed concern about how the Annex K3 
system operates.   There are no changes planned to the fundamental 
principles of the Annex K3 process, however, I acknowledge that 
clarification is required to ensure that the procedures and policy are better 
understood  
  
I attach a Note which clarifies Section 11:10 of the Agency Contract and 
confirms our policy on the submission and approval of Annex K3s.  The 
Note includes examples of good and bad practice that we have 
experienced and answers some frequently asked questions.  We have 
also introduced a new formal review/appeals process as a result of 
comments made by Agents about confusion over the existing 
arrangements.   
 
The review/appeals process formalises the process and should result in  
reducing the amount of correspondence about Annex K3s.  Once the 
decision of the Appeals Officer has been made, I will consider the matter 
closed unless it is agreed that the matter goes to arbitration. 
 
We have a responsibility to ensure public funds are spent appropriately  
and, therefore, consideration of value for money and prospects for 
successful outcomes will always be at the forefront of the decision making 
process for Annex K3s.  However, we are of course prepared to pay on 
Annex K3s if the hours claimed and cost can be justified in order to 
effectively progress administration of the bankruptcy.   
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If you have any questions about Annex K3s, please contact Katherine 
Morrison, Supervision Team Leader at 08456 126423 or at: 
katherine.morrison@aib.gsi.gov.uk   
 
Yours sincerely 
 
 
 
 
 
 
Graeme Perry 
Supervision Team Manager 
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Annex K3       August 2008 
 
Accountant in Bankruptcy’s policy and procedures 
 
The Annex K3 process is recorded in Schedule 2, Part 10 and Section 
11.10 of the Agency Contract.  There is no change to these sections of 
the contract. 
 
An Annex K3 may be submitted if an agent wishes to claim time for work 
to be completed that is not already covered under any other section of 
Schedules 1 or 2 of the Agency contract.  An Annex K3 should be 
submitted and approved prior to commencement of the proposed work 
detailed in the Annex K3.   
 
If the matter is urgent, verbal approval for funding of the work may be 
obtained by telephoning AiB Supervision Team.  Once verbal approval 
has been obtained, an Annex K3 for this work must be completed and 
submitted to AiB as soon as possible after verbal approval has been 
given.   
 
It is our policy not to approve any retrospective Annex K3s.  This policy 
ensures we are given the opportunity to consider the merits of the work 
proposed and to assess if the hours claimed are acceptable to the trustee, 
prior to the work being completed.    
 
AiB will consider each Annex K3 application on its own merits.   If any 
matter regarding the Annex K3 is unclear, the approving officer will first 
contact the applicant to clarify matters before a decision is made.   
 
It is very important that each Annex K3 clearly explains what work is to be 
done, the hours claimed, the person undertaking the work and the reason 
why the work is required.  It is important that the information provided 
clearly demonstrates that the work is not covered elsewhere in Schedule 
1 or 2 of the Agency Contract.   
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We will not approve payment of any hours if we consider that: 
 

 The work detailed is covered elsewhere in either Schedules 1 or 2 
of the contract, and therefore an Annex K3 is not appropriate; 

 There is insufficient information about the work being proposed;  
 The work is not required in order to effectively progress the 

bankruptcy; 
 The hours claimed are deemed excessive for the work proposed, 

and therefore we may only part fund the Annex K3 claim.   
 
Some examples of good and bad Annex K3s and frequently asked 
questions are at Annex A to this Note.   
 
If we reduce the hours claimed by you, we may authorise you to submit 
an additional Annex K3 claim after the original specific piece of work has 
been completed and the hours worked exceeded the authorised hours.  
This is the only occasion when we may authorise a retrospective Annex 
K3, and this will only be done if we have pre-notified you such a claim 
may be submitted. 
 
If we reject an Annex K3, in part or in full, we will provide you with a 
detailed explanation why the hours claimed have been refused. 
 
Review/appeals process 
 
If you receive notification that we have refused part, or all, hours you have 
claimed and you are not satisfied with our reason for refusing your claim, 
you may ask for a review or appeal our decision. 
 
A review will be completed by the AiB Officer who approved the original 
decision to refuse or reduce the hours claimed on your Annex K3.  A 
review will only be completed if you provide in writing additional 
information in support of your initial Annex K3 claim.   
 
If you remain unhappy with the outcome of a review, or you do not provide 
additional information to warrant a review, you may appeal our decision to 
refuse or reduce your Annex K3 claim.  You must provide grounds to 
support your appeal or it will be automatically rejected.  
 
 
 

 

An agency of  abcdefghijklmnopqrstuvwxyz abcde  
 



abcd 

The appeal will be actioned by a more senior Officer who is independent 
from the original decision making process but has a working knowledge of 
the Annex K3 process. 
 
The decision of the Appeals Officer is the final part of the Annex K3 
appeals process.  If you remain unhappy with the outcome of the appeal, 
the matter may only be considered further under the arbitration process 
as detailed at Section 8.17 of the Agency Contract. 
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Annex K3       August 2008 
 
Accountant in Bankruptcy’s policy and procedures 
 
Annex A 
 
Examples of good and bad Annex K3 applications. 
 
Good examples: 
 
Example 1 
 
To attend at court on 7.10.08 re’ a Private Examination           Staff 2 hours 
 
This example provides details of the work to be undertaken and how long 
it will take.  2 hours is deemed to be a reasonable amount of time for a 
court appearance.  If the amount of time authorised is exceeded, a further 
K3 would be considered if the agent had asked permission to submit a 
retrospective Annex K3 at time of the initial claim.   
 
The work to be done is not covered elsewhere in the Schedules to the 
contract. 
 
Example 2 
 
Ongoing correspondence with land agent over issue concerning SFP 
2008 and beyond     Agent 2 hours 
 
Correspondence with Rural Payments agency re their position as creditor 
and their offset issue concerning SFP payments in future      Agent 2 hours 
 
Calculations and working concerning whether to pursue SFP and resulting 
payment to creditors                                                  Agent 2 hours 
 
Correspondence with land agent over IACS form for 2008 required in 
order to claim SFP in future                                        Agent 1 hour 
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This example provides an accurate description of the work to be 
undertaken and how long it will take for each area.  The hours requested 
are not deemed unreasonable for the work being proposed and the work 
to be done is not covered elsewhere in the Schedules to the contract. 
 
 
Bad Examples; 
 
Example 1 
 
Travel Time      10 hours agent 
Travel Time      10 hours staff 
 
Travel time is not considered at the Duty 10 rate and should be claimed 
on the next account at the normal rate of £25 per hour.  A covering letter 
was received but the application failed to provide any information about 
the work that was proposed 
 
 
Example 2 
 
Realisation of assets    50 hours agent 
 
The described work is covered under Schedule 1 to the contract and no 
additional information or breakdown was provided to explain why this 
particular work should be paid by Annex K3.   Authorisation to proceed in 
this case had not been requested by the Agent therefore had not been 
authorised by our Correspondence Team. 
 
 
Frequently asked questions: 
 
What information do I need to provide? 
 
You must describe, in as much detail as possible, each different area of 
work you propose to undertake with an estimate of the hours you and 
your staff are likely to take on each.   
 
If you intend to submit an application for work that could normally be 
considered under Schedules 1 or 2 of the contract, you must submit 
detailed reasons why additional funds should be paid.   
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You must provide details of the background to the case and also the 
expected benefit the work will bring to the sequestrated estate. 
 
Why do you not normally authorise more than 10 hours on a claim? 
 
We understand that it is difficult to anticipate the number of hours to be 
spent on future work and we do not recover hours not used.  It is, 
therefore, preferable that you claim for a lesser amount of hours at regular 
intervals.   
 
Duty 10 costs are not fully recoverable from the debtor’s estate and it is 
essential that the subsidy from the public purse is fully justified and not 
overspent. 
 
Why is investigative and speculative work not always paid under 
Duty 10? 
 
It is important that any requests for additional time can be supported, and 
therefore justified, with an expectation that the outcome of the 
investigation will be both beneficial to the trustee and be cost effective to 
the public purse and creditors.   It is therefore important that any Annex 
K3 for investigation time clearly explains why the time is required and how 
the expected outcome may benefit the case.  If we consider it is not a 
justifiable cost to the public purse, we may suggest that you ascertain 
whether creditors would be willing to underwrite the costs of the proposed 
investigation. 
 
Why are retrospective claims not considered? 
 
Annex K3 claims must be submitted for approval prior to the work being 
undertaken.  This has always been a requirement for Annex Ks.  We wish 
to be always given the opportunity to consider the merits of the work 
proposed and to assess if the hours claimed are acceptable to the trustee, 
prior to the work being completed  
 
We can consider a retrospective Annex K3 if we have given prior 
permission for one to be submitted.  This can be the case if we do not 
approve all hours claimed in one Annex K3, on the grounds that we 
believe the initial claim is too large.  However, if the hours required to 
complete the work are greater than originally authorised, we will approve 
the submission of a further claim to make up the hours actually spent.  
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When an urgent decision is required, matters need not be delayed.  
Provisional approval may be requested over the phone and followed by a 
formal K3 claim. 
 
If no prior approval of the Annex K3 is given, claims will be returned 
unauthorised.  
 
Why are my Annex K3 claims returned if prior authorisation for the 
work has not been obtained? 
 
An Annex K3 is an application to have work remunerated at Duty 10 rate, 
it is not a method to seek our authority to proceed with a course of action.  
We shall only consider an Annex K3 where required authorisation to 
proceed has been given by our Correspondence Team. 
Why are claims for 3rd party court appearances and investigations 
not considered? 
 
The AiB shall not consider applications where an agent is required to 
attend court or provide assistance to a 3rd party investigation which is not 
in connection with the sequestration and will bring no benefit to the 
sequestrated estate. 
 
 
 
 
 
 
 
 
 
 
 
 


