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Appendix 5 
Standard Conditions for Individual Voluntary Arrangements (Consumer) 
 
Interpretation 
 

1. These conditions are an integral part of the Individual Voluntary (IVA).  Should there be in any 
respect any conflict or ambiguity as between the proposal and these conditions, then the 
proposal shall prevail. 

 

2. ‘The proposal’ means the document annexed hereto headed ‘proposal’ with all appendices and 
other documents attached thereto or referred to therein subject to and together with any 
amendments or modifications that may be made thereto, whether such be made at or before 
the creditors’ meeting summoned pursuant to Section 257 of the Insolvency Act 1986 (the Act), 
provided that any such amendments, modifications shall be in writing signed by the debtor if the 
proposal is made by the debtor or by the proposer if made by the trustee or Official Receiver 
pursuant to Section 253(3)(a) of the Act. 

 

3. The IVA is a proposal to creditors for a composition in satisfaction of the debtor’s debts and 
liabilities and is in full and final satisfaction of such debts and liabilities, and the supervisor, 
unless the contrary is otherwise stated, shall not act as trustee other than as described in the 
‘Trust’ section below but will only act for the purpose of supervising the implementation of the 
IVA in accordance with the terms of the IVA.  

 

4. ‘Completion of the IVA’ shall mean the issue by the supervisor to all parties bound of a 
certificate (the certificate of compliance) stating that the proposal has been implemented in 
accordance with the terms of the proposal.  

 

5. Where joint supervisors are appointed all references to the supervisor shall be read as joint 
supervisors.  

 
Amendment or variation 
 

6. No amendment or variation to the terms of the IVA (save as to its duration) shall be permitted 
after the approval of the IVA unless so agreed at a general meeting of creditors called for the 
purpose on 28 days’ notice, or by a postal resolution in accordance with the provisions below 
and, at such meeting, Rules 5.17 to 5.24 of the Insolvency Rules 1986 (the Rules) shall apply, 
with the exception of Rules 5.17(1), (2), (3) and 5.24(4).  No amendment or variation shall be 
made without the consent in writing of the debtor and any third party affected nor shall it affect 
the rights of secured or preferential creditors pursuant to Sections 258(4) and (5) of the Act 
unless such creditors concur. 

 

7. No amendment or variation will be permitted which has the effect that the IVA ceases to be an 
IVA within the meaning of Part VIII of the Act. 

 

8. For the avoidance of doubt, the requisite majority necessary for the agreement of any business 
at any meeting called pursuant to these conditions shall, unless otherwise provided for, be a 
majority in excess of three-quarters in value of the creditors present in person or by proxy and 
voting on the resolution. 

 

9. On the calling of a physical or postal meeting the supervisor or other party calling such meeting 
shall supply to all creditors bound a statement setting out the resolutions for consideration, the 
text of any proposed amendments and a statement to allow creditors to understand the purpose, 
reasons and effect of the business to be transacted and of any amendments to be proposed. 

 

10. Where any amendment or variation is agreed pursuant to the conditions hereof, any party to 
whom Section 262(2) of the Act applies may apply to the Court for relief pursuant to Section 
263(3) of the Act and the Court, on hearing any such application, may determine the same as if 
it were made pursuant to Section 262(1) and may make such order as it thinks fit. 
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11. Any application appealing the result of a physical or postal meeting shall be made within the 
period of 28 days beginning with the day after the meeting, or any adjournment thereof is held. 

 
Effect and duration 
 

12. Upon the approval of the IVA pursuant to the provisions of the Act and the Rules: 
 

(i) the IVA shall come into effect; and 
(ii) the Supervisor shall exercise the functions given to him by the IVA and under the Act 

and Rules. 
 

13. The IVA shall continue for such period of time as is set out in the proposal provided that such 
period of time may be extended: 

 
(i) for an initial period of three months by the supervisor if in his discretion he thinks it 

appropriate so to do.  Should the supervisor extend the IVA for the initial period, he 
must give notice in writing to all parties bound by the IVA in accordance with Section 
260(2)(b) of the Act, such notice to be sent to such parties not less than seven days 
prior to the date upon which the IVA is due to terminate in accordance with the 
proposal. 

 
(ii) if it is desired to extend the IVA for a period longer than the initial period, except in 

accordance with equity release and the final annual income and expenditure review 
provisions of the proposal, the supervisor shall call a physical or postal meeting of 
creditors on 28 days notice.  For the avoidance of doubt, the requisite majority 
necessary for the agreement of any business at any meeting called pursuant to these 
conditions shall, unless otherwise provided for, be a majority of in excess of three 
quarters in value of the creditors present in person or by proxy and voting on the 
resolution.  

 

14. If at the date of the creditors’ meeting at which the IVA is approved and agreed in accordance 
with the Act and Rules any creditor has commenced legal proceedings against the debtor, then 
to the extent that the creditor is bound within the meaning of the Act, all such legal proceedings 
shall be stayed and shall not in any respect be proceeded with and, if so required by the 
supervisor, the creditor will discontinue such proceedings. This provision as to discontinuance 
shall not apply where the creditor has obtained judgment, but in such case, the creditor will not 
proceed with any form of execution or enforcement; 

 
(i) Where any bankruptcy petition is pending the creditor or party petitioning will, 

pursuant to Section 260(5) of the Act, consent to an order being made for the 
dismissal of such petition on terms that the petitioner’s costs (if the petitioner is a 
creditor bound and such petition has been served on the debtor), as agreed or taxed, 
be paid as an expense of the IVA.  Such creditor will also agree to an order being 
made for the vacation of the land charge entries relating to such petition; 

Death 

 
15 Should the debtor die before the supervisor has issued a certificate of due completion or non 

compliance, the supervisor will call a meeting of creditors in order to agree an appropriate course 
of action based on the available information about the debtor’s estate.  

 
16 Whilst the personal representatives do not become personally obliged to take forward the debtor’s 

obligations under the IVA, the assets of the deceased are held in Trust for the benefit of creditors.   
 
Termination 
 
17 The IVA shall cease to have effect once: 
 

(i) the supervisor has issued a certificate of compliance; or 
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(ii) the supervisor has issued a certificate of non-compliance; or  
(iii) the debtor has died and the supervisor has given notice of termination to the 

creditors; or 
(iv) a bankruptcy order is made against the debtor. 
 

18 The termination of the IVA shall not have the effect of terminating the exercise of such of the 
supervisor’s powers as are necessary for the completion of his duties, obligations and 
responsibilities and without prejudice to the generality of this provision the supervisor’s right to 
apply to the Court for directions or such other relief as may be necessary. 

 
19 Upon issue by the supervisor of a certificate of compliance, the debtor shall be released from all 

his liabilities to creditors bound by the IVA except as otherwise specified in the IVA and the 
supervisor shall have no further liability to any creditor or to any other person save that (subject to 
retention of the funds contemplated by the proposal and these conditions) the supervisor shall 
return to the debtor any and all funds and other assets of the debtor held by him. 

 
20 On termination of the IVA, for whatever reason, the supervisor shall be entitled to retain from any 

funds under his control such funds as he thinks fit, for such period as he thinks fit, on account of 
his fees, costs and expenses in addition to any other sum contemplated to be retained by him 
pursuant to the proposal. 

 
Further documents 
 
21 The debtor shall, at the request of the supervisor, execute upon such terms as the supervisor 

shall require, such deeds, transfers, assignments, deeds of trust, powers of attorney or other 
deeds, instruments or agreements as may be required by the supervisor for the implementation of 
the IVA and the sale of assets and to get in assets and for the protection of the debtor’s property, 
provided that the debtor shall not be obliged to execute any power of attorney or deed of trust 
save in favour of the supervisor unless so directed by the Court. 

 
Third party assets and obligations 
 
22 Where the proposal includes any obligation whatsoever on the part of a third party: 
 

(i) such third party shall sign the proposal or such other document as the supervisor 
shall require and thereby agree to be bound by the obligation and its due 
performance; 

(ii) such obligation shall be enforceable, at the option of the supervisor, by the supervisor 
or the debtor on the direction of the supervisor; 

(iii) the failure of such obligation will constitute the failure of the IVA and default within the 
meaning of Section 276(1)(a) of the Act; 

(iv) any assets transferred to the supervisor by any such third party shall be held by the 
supervisor on trust for the purposes of the IVA. 

 
Supervisor’s powers 
 
23 The powers of the supervisor shall be those set out in the proposal and these conditions and, 

subject thereto, the supervisor shall have, insofar as is possible by law, all the powers conferred 
upon an administrator or administrative receiver by virtue of Schedule 1 to the Act, amended to 
replace corporate references to those relating to an individual provided that the supervisor shall 
be under no obligation to exercise such powers unless expressly so required by the proposal.  

 
Supervisor’s liability 
 
24 Neither the supervisor, his firm, nor any of his agents, employees or servants shall, for any reason 

whatsoever, or in any manner whatsoever, incur any personal liability in respect of any act, deed, 
thing or omission carried out by him or any of them in connection with his acting as supervisor or 
in connection with the supervision and implement of this IVA save as to acts of dishonesty or 
breaches of the supervisor’s obligations under the Act, the Rules and the IVA. The supervisor will 
not enter into any contract or other arrangements in a position or manner so as to incur any 
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personal liability.  
 
Vacancy in office of Supervisor 
 
25 Should a vacancy arise in the office of supervisor, for any reason whatsoever, that vacancy may 

be filled by the creditors at a meeting:     
 

(a) convened for the purpose by: 
(i) any creditor; or 
(ii) any person who was in partnership with the supervisor immediately before 

the vacancy occurred; or 
(iv) the debtor; 

 
and such meeting shall be: 

 
(b) chaired by: 

 
(i) any person qualified to act as an insolvency practitioner in relation to the 

debtor; or 
(ii) a director or employee of the former supervisor’s firm with experience in 

insolvency matters. 
 

26 Where there are joint supervisors and one dies, retires, resigns or ceases to be able to act in 
respect of the debtor then the remaining supervisor shall continue to act as sole supervisor. 

 
27 For the avoidance of doubt, nothing herein shall prevent the supervisor (or one of the joint 

supervisors) resigning his office but such resignation shall not take effect until a replacement 
supervisor has been appointed under these provisions or by the Court. 

 
28 Where a single supervisor is replaced by another (whether the replacement be single or multiple) 

there shall be deemed to be continuation in office for all purposes under the IVA save that a 
successor supervisor shall not be personally liable for the negligence, breach of contract, 
dishonesty, acts or omissions of any former supervisor. 

 
29 Conditions 25 to 28 are without prejudice to the powers contained in Section s 263(5) and (6) of 

the Act. 
 
Taxation 
 
30 Where, during the subsistence of the IVA, any asset is sold which gives rise to a liability for capital 

gains tax, such tax shall be paid when due, out of the proceeds of sale of the said asset and such 
tax shall, subject to all existing charges, constitute a first charge thereon subject only to the 
reasonable costs of sale. If the proceeds of sale are insufficient to pay such tax, either in whole or 
in part, then such tax shall, unless the proposal otherwise provides, be the sole liability of the 
debtor. 

 
31 Any taxation arising from bank interest earned on funds held by the supervisor during the course 

of the IVA shall be paid as an expense of the IVA.  
 
Trust 
 
32 All monies paid to the supervisor or any other party on his behalf or to his order shall be held by 

the supervisor upon trust for the creditors of the debtor bound by the IVA, subject only to the 
terms of the proposal and these conditions. The subsequent bankruptcy of the debtor or the 
appointment of a receiver (over any asset of the debtor) shall not terminate the trust hereby 
created and any implied termination is hereby negated.  

 
33 All property comprised in or forming part of the IVA as defined in the proposal shall be held by the 

debtor until realisation upon trust for the supervisor absolutely and upon realisation the proceeds 
of such realisation shall be paid to the supervisor. 
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Agreement of claims 
 
34 As soon as possible after the approval of the IVA (provided no application under Section 262 of 

the Act or an appeal under Rule 5.17 of the Rules is pending), the supervisor shall send a notice 
to each person shown in the proposal or statement of affairs as a creditor, requiring him to 
provide such details of the amount claimed to be due from the debtor as the supervisor thinks fit. 

 
35 The supervisor shall: 
 

(i) send a similar notice to any other person to whom he believes the debtor may be 
indebted;  

(ii) be entitled to ask for any further details or documentation he thinks necessary for the 
purpose of establishing the amount due to any person claiming to be a creditor. 

 
36 No creditor shall be entitled to receive any payment or dividend from the supervisor or any other 

person under the terms of the IVA unless: 
 

(i) he is bound by the IVA by virtue of Section 260 of the Act or by an undertaking to that 
effect; or 

(ii) the supervisor has admitted his claim for the purpose of participation in any payment 
or dividend under the arrangements; provided that the supervisor may, if he thinks fit, 
admit the claim of any person to whom the debtor appears to be indebted as at the 
date of the creditors’ meeting but who, for whatever reason, was not given notice or 
valid notice of the meeting. No such claim shall be so admitted unless the creditor 
agrees to be bound by the IVA or the Court so directs. 

 
37 Subject to conditions 38 and 39, the amount on which payments or dividends to a creditor other 

than the Inland Revenue are to be calculated under the IVA shall be the sum for which a proof 
would have been admitted had a bankruptcy order been made against the debtor on the day the 
proposal was approved.  The amount on which payments or dividends to the Inland Revenue are 
to be calculated under the IVA shall in accordance with Section 387(5) of the Act be the sum for 
which a proof would have been admitted had a bankruptcy order been made against the debtor 
on the day the interim order was granted. 

 
38 Where before the proposal is approved there have been mutual credits, mutual debts or other 

mutual dealings between the debtor and any person claiming to be a creditor of the debtor, an 
account shall be taken of what is due from each party to the other in respect of the mutual 
dealings and the sums due from one party shall be set off against the sums due from the other.  
Only the balance (if any) of the account owed by the debtor to the creditor shall be claimable by 
the creditor.  This provision shall not affect voting rights. 

 
39 A proof may be admitted for inclusion in the IVA by the supervisor either for the whole amount 

claimed by the creditor or for part only of that amount, and if the supervisor rejects a proof in 
whole or in part he shall prepare a written statement of his reasons for doing so and shall send it 
forthwith to the creditor.  In the event of the proof of debt or claimed of any creditor or purported 
creditor being rejected (whether in whole or in part) by the supervisor, the creditor or purported 
creditor shall have the right of application to the Court on the admissibility or otherwise of such 
proof of debt or claim provided that any such application must be made within 21 days of the 
creditor receiving the written statement mentioned in this paragraph. 

 
40 For the purpose of proving or claiming a debt incurred or payable in a currency other than sterling, 

the amount of the debt shall be converted into sterling at the official exchange rate prevailing on 
the date on which the proposal is approved.  For this purpose, the ‘official exchange rate’ is the 
middle market rate at the Bank of England, as published for the date in question.  In the absence 
of any such published rate, it shall be such rate as the supervisor shall determine. 

 
41 A creditor’s proof may, by agreement between the creditor and the supervisor, be varied or 

withdrawn at any time. 
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42 In the event that any creditor has not been notified of the IVA because of an honest omission or 
oversight, then provided that the claims of any such creditor or creditors in total will not if admitted 
reduce the likely dividend to unsecured non-preferential creditors by more than 5p such claim or 
claims may be admitted for inclusion in the IVA.  If such claims would have the effect of this 
threshold being exceeded, the Supervisor will revert to creditors to ascertain their required course 
of action. 

 
  
Voting rights and provable claims 
 
43 General 
 

(i) Unless the proposal otherwise provides, Rule 11.13 of the Rules (debt payable at 
future time) shall apply to the IVA.  For the benefit of doubt, this provision shall apply, 
but not be limited, to any creditor proving for future rent or other claims payable under 
a lease or tenancy in respect of which the debtor is liable. 

 
44 Contingent or subrogated claims 
 

Where two or more creditors have an actual or contingent claim against the debtor in respect 
of the same underlying liability, whether as: 
 
(i) principal creditor and surety or guarantor; 
(ii) landlord and prior tenant or surety or guarantor; or 
(iii) in any other similar or related situation, 
 
the principal creditor, landlord or similar party shall be entitled to vote and receive a dividend 
or dividends in respect of the whole of its claim and the surety, guarantor, prior tenant or 
similar or related party shall have its claim valued at £1 but shall not be entitled to any 
dividend unless it proves to the satisfaction of the supervisor that it is so entitled by 
subrogation. 
 

45 Partly secured creditors 
 

The following condition shall apply to any creditor who is partly secured. 
 
Such creditor may at any time and shall, if so required in writing by the supervisor, value his 
or its security and on so doing, shall be entitled to vote in respect of, prove for and be paid a 
dividend or distribution on such unsecured claim as may arise and be agreed. 

 
Payment of dividends 
 
46 The supervisor shall not make any payment to creditors until at least 35 days have elapsed since 

the date of the creditors’ meeting approving the IVA.  Subject thereto and provided no application 
under Sections 262 or s 263(3) and (4) of the Act or Rule 5.17 of the Rules is pending, he shall 
make payments or distributions to creditors: 

 
(i) at the time or times specified in the proposal, or 
(ii) if no other provision is made at such time or times as he considers appropriate. 

 
47 Part 11 of the Rules (declaration and payment of dividend) shall apply save for Rule 11.2(1A) 

(requirement to advertise for claims) and with the following amendments: 
 

(i) the ‘responsible Insolvency Practitioner’ shall mean the Supervisor; 
(ii) under Rule 11.2(2) there shall be substituted for ‘21 days’ the words ‘14 days or such 

period as the Supervisor shall determine’; 
(iii) under Rules 11.2(3), 11.4(a) and 11.5(1) there shall be substituted for ‘4 months’ the 

words ‘one month or such other period as the Supervisor shall determine’; 
(iv) for the purpose of Rule 11.4 any application to the Court shall be made under 

Sections 263(3) or (4) of the Act. 
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Arrears of contributions 
 
48 Where the proposal provides for the debtor to make contributions out of income, if at any time 

during the IVA the debtor’s contributions fall 2 months into arrears (not necessarily consecutively) 
and a third contribution is due, the supervisor shall immediately convene a meeting of the IVA 
creditors to ascertain their wishes (eg whether a bankruptcy petition should be presented or 
whether there should be an amendment or variation to the terms of the IVA). The provisions of 
condition 6 hereof shall apply to the meeting. 

 
Default 
 
49 Default shall be defined in accordance with Section 276 of the Act. 
 
50 Upon the supervisor being satisfied that default has occurred then unless the same is regarded by 

him as being de minimis, he shall be entitled but not obliged to petition for the bankruptcy of the 
debtor. 

 
Failure 
 
51 The term ‘failure of the IVA’ shall mean any of the following events: 
 

(i) any petition presented in respect of the debtor pursuant to Section 264(1)(a) of the 
Act upon which a bankruptcy order is made; 

(ii) a bankruptcy order being made on the debtor’s own petition pursuant to Section 272 
of the Act; 

(iii) any winding up or administration petition being presented in respect of any company 
or the appointment of a receiver over all or any part of any company’s assets where 
such company is controlled by the debtor or by a person with whom the debtor is 
connected within the meaning of Section 249 of the Act;  

(iv) any act or thing which in the opinion of the supervisor renders the implementation of 
the IVA as approval impossible or frustrated provided that the sale of an asset or 
realisation of an asset for a sum less than that estimated in the proposal shall only 
constitute an act or thing within the meaning of this provision if such realisation is 
caused by the act or default of the debtor or by someone acting on his behalf or if, in 
the opinion of the supervisor, such under realisation is significant and not de minimis. 
As a matter of guidance only, the realisation of an asset for a sum not less than 80% 
of that estimated shall not be considered as significant; 

(v) any occurrence which leads the supervisor to believe that he will not be able to issue 
a notice of full implementation pursuant to Rule 5.29 of the Rules. 

 
52 If the supervisor believes that failure as hereinbefore defined has occurred then he will issue a 

certificate of non-compliance and condition 17 shall take effect and, subject to conditions 18 and 
20, the IVA shall, on the issue of such notice, terminate forthwith. 

 
53 Nothing herein contained shall affect the right of the supervisor or a creditor bound to petition 

pursuant to Sections 264(1)(c) and 276 of the Act. 
 
Retention of funds for purposes of bankruptcy petition 
 
54 After payment of all costs and expenses pursuant to Condition 20 sufficient funds may at his 

discretion be retained in the Arrangements by the supervisor to enable him to petition for 
bankruptcy of the debtors. 


