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	PART 1 – EXECUTIVE SUMMARY


	Background


1.1 The ACCA is a Recognised Professional Body (RPB) which authorises and regulates insolvency practitioners
. At 1 January 2016, the ACCA licensed 136 practitioners of which 127 were taking insolvency appointments.

1.2 A targeted monitoring visit was carried out on 8 to 9 February by the Insolvency Service Practitioner Regulation Section of the Insolvency Service (INSS) as a result of concerns identified in relation to the process by which  insolvency practitioners are authorised by the ACCA.  The authorisation process is a vital part of a RPB's functions, because it is an offence for a person act as an insolvency practitioner without authorisation from a RPB.
1.3 The Small Business, Enterprise and Employment Act 2015 introduced statutory objectives for insolvency regulators and as from 1 October 2015, authorising bodies are required to carry out their functions in a way which is compatible with these objectives.  Standards expected of the authorising bodies are also currently set out in a Memorandum of Understanding (MoU), which covers matters including the granting and maintenance of practitioner authorisations. The ACCA has undertaken to abide by the standards and principles set out in the MoU when exercising its authorisation and regulatory functions.
1.4 This report outlines the findings of the monitoring visit and makes a number of recommendations aimed at improving the effectiveness of the ACCA’s authorisation procedures.   

	Summary Findings


1.5 The monitoring visit identified a number of weaknesses in the control environment as follows:

· There is a lack of clarity around the decision making process for authorisations
· There is no effective mechanism for checking the progress of new IP applications. 

· There is insufficient evidence on files to support applications for authorisation.
· There are areas where the administrative procedures for issuing authorisations are not always followed correctly or could be improved.     
At the time of the visit we had a number of concerns about the overall authorisation process and as a result we recommended changes to improve the effectiveness of ACCA’s authorisation procedures. We welcome the fact that ACCA has shown willingness to implement the recommendations in part 3 below. 
1.6. A follow up visit will be carried out within 6 months to assess whether the steps taken by ACCA have addressed our concerns.   

	PART 2 – MONITORING PROCESS


2.1 Prior to the visit, the Inspection Team requested information about the insolvency practitioners authorised by the ACCA covering:

· Issue of new insolvency practitioner authorisations.
· Transfers of insolvency practitioners from another authorising body.
· Renewal of insolvency practitioner authorisations.
· Block transfers of cases from insolvency practitioners where a licence has been removed for whatever reason.
	PART  3 – DETAILED FINDINGS AND RECOMMENDATIONS



Rating:  
 Some weaknesses in control environment 
 

	Findings
	Recommendations
	Response

	Decision making process
	
	

	It is not always clear who takes the decision on whether to grant a new authorisation. The authorisation team do not consider the outcome of monitoring visits and the monitoring reports themselves. Instead there is a reliance on the views of monitoring and compliance colleagues. While we would expect to see necessary information sought from other colleagues, the decision on whether to issue a licence should be made independently by the authorisation team or, where appropriate, the Admissions and Licensing Committee (ALC) taking into account advice provided and other relevant information. 
We were advised that unless an application was straightforward it would be referred to the ALC, but this did not seem to happen in practice.  On one occasion, a licence was granted on the authority of monitoring and compliance colleagues without referring the case to the ALC, despite strong evidence in the monitoring report from the previous authorising body that there were a number of concerns about the insolvency practitioner which had not been addressed. A similar circumstance arose in relation to an application for renewal where staff in monitoring and compliance appeared to give authority to renew an insolvency practitioner’s licence. 
The ACCA has since demonstrated on a more recent application that the advice received from monitoring colleagues was factual, with the decision to grant a licence then being made by the authorisation team.
	Responsibility for decision-making should rest with the authorisation team.  If the application is not straightforward, the application should be referred to the ALC. Where there are concerns raised in a monitoring report from a previous authorising body, we would expect these types of cases to be referred to the ALC.  
In order to improve the decision making process the ACCA should introduce clear guidelines on the type of cases that should automatically be referred to the ALC.  
	Overall comment: ACCA is disappointed at the general tone of the report which implies there are serious concerns about its arrangements for licensing IPs; this is in the absence of any incorrectly awarded licences, which ultimately is the desired outcome, and save for one case, any evidence that applications were not properly processed.

The Authorisation team is capable of assessing the ‘qualification and experience’ requirements for insolvency licences.  Procedures manuals and assessment sheets are used to ensure that the required checks are carried out.  The team also seeks advice from experienced colleagues in other specialist teams, such as Monitoring, Investigation and Regulation.  

In its 2010 inspection report the IS made the following comment – “Following the monitoring visit in September 2003 a recommendation was made that “the authorisation process should be amended to ensure that staff dealing with applications for authorisation, including renewals, take into account the monitoring reports in ACCA’s possession”.  Since that recommendation there is much closer communication between the Glasgow office and the London office.”  

The Authorisation team has continued to work closely with colleagues in Monitoring to ensure that monitoring reports are taken into consideration when initial applications and renewals are being assessed.

The IS further stated that “The communication between the authorisation team in Glasgow and London should continue, with the computer system being flagged to show that regulatory action is being taken.”  Again, this procedure is followed.
In regard to ‘fitness and propriety’ and monitoring issues, in the majority of cases it is clear to the Authorisation team if the application needs to be automatically referred to ALC (eg the individual has been subject to regulatory or disciplinary action by another body).  For example, in regard to the case review by the IS, the application was referred to ALC not only because the IP required a waiver but also because of fitness and propriety concerns. 

When a monitoring report from a previous regulator is received it is sent to colleagues in Monitoring to get a view on the issues/outcome because if no formal regulatory or disciplinary action has been taken by the previous regulator (eg a Committee has made a regulatory order).  This allows for an appropriate assessment of ‘seriousness’ of the issues identified by the former regulator (eg breaches of SIPs, remuneration issues, case progression etc.), which in turn allows for an informed decision to be made.  
Insofar as renewals are concerned, the Authorisation team does consider monitoring reports.  At the beginning of the renewal exercise a list of dates and outcomes of the last monitoring visit to each IP is obtained from Monitoring.  The Authorisation team notes the date and outcome of the last visit on the assessment sheet and use the following guidelines when considering the renewal:

· Visit outcome A or B - satisfactory

· Visit outcome C - unsatisfactory - record that a warning was given to the practitioner as to future conduct but that no further regulatory action was taken such that it is appropriate to renew their licence for the next year.  

· Visit outcome D - contact Monitoring to ascertain when the matter is being referred to ALC. It will then be a matter for the ALC to decide on possible regulatory action.    

Case A – the decision to grant the licence included flagging the IP for a monitoring visit in early 2016 in light of the IP’s previous SoS visit.

Case B – the IP had not yet received a monitoring visit so there was no monitoring report for the Authorisation team to consider.

Action: The Authorisation team will continue to process routine initial applications on an administrative basis and non-standard initial applications will continue to be referred to ALC automatically.

The Authorisation team will work with colleagues in Regulation and Monitoring to develop guidelines on the types of applications that should automatically be referred to ALC, particularly from individuals who apply to transfer their licence to ACCA from another body and where ACCA has received a copy of the last monitoring report.  In such cases, the Authorisation team will continue to seek relevant information from Monitoring but the final decision on whether to grant the licence will be made by the Authorisation team, taking into account all the advice received.


	Tracking mechanism for applications 
	
	

	There is no mechanism for checking the status and progress of new licence applications.  ACCA use a mail tracker system which records limited details about both new applications and renewals. However, this is not effective at tracking the progress of an application.  As a result of this lack of overview, the authorisation policy manager was unaware of two ongoing applications which could not be located on the tracker system. This could potentially have adverse consequences if the practitioner concerned was transferring from another authorising body with live cases.   
	A system should be set up as a matter of urgency to record and track the status and progress of applications. 
	Neither of the two applicants in question are current IPs so they do not have any appointments.  Both applications need to be referred to ALC due to concerns about their fitness and propriety (which demonstrates that Authorisation team is capable of making decisions on non-standard applications).

Action: A new mail tracker has been introduced with a specific tab for tracking initial IL applications.  This has been updated to include fields for recording the date that payment was received and date licence issued and will provide a better view of the progress of initial applications for the Authorisation team. Further enhancements to the mail tracker have been made (including fields for previous RPB and licence expiry date, whether referred to ALC and clarifying specific terms).
The Authorisation team has been reminded that all applications received must be logged on the mail tracker.

	Evidence on file
	
	

	Each authorisation file contains a checklist, but there is often little supporting evidence to demonstrate that information has been checked and verified. For example, in one case the checklist was completed advising that a licence could be granted subject to the receipt of an enabling bond and the licence fee, but there was nothing on the file or the checklist to confirm that they were both subsequently received. 
	The file should contain evidence to demonstrate that all of the required information has been checked and verified; for example, this might be a copy of the relevant JIEB pass list showing the applicant’s name, copies of the independent verification of hours of experience and evidence the licence fee had been paid. 
	ACCA maintains a folder of all JIEB results going back to 1989 and this is checked by the Authorisation team to confirm that the applicant has passed and the assessment sheet is updated accordingly.  At previous inspections the IS has accepted this procedure and ACCA considers it appropriate to continue. However, we will amend our current procedure to include a copy of the relevant JIEB exam pass extract on file if this assists the IS in its reviews.
Action: The Authorisation team has been reminded that where specific evidence is required for the file in addition to that recorded on the assessment sheet a copy should be retained.


	There is little or no evidence on files to demonstrate that the correct fee has been paid and no means of tracking and recording it.  There were a number of cases where there was a shortfall in payment and an inconsistency in the way that this was handled. In one case, it appeared that an insolvency practitioner was apparently operating without a licence for nine months, although this matter was subsequently rectified.  In other cases a licence was issued without evidence that the full fee had been paid.    
	There should be a consistent policy on whether or not authorisation is granted in advance of payment of the full fee, with a system in place to verify receipt of payment and a standard mechanism for chasing fees when not received.  Evidence should be placed on file to demonstrate that the correct fee has been paid. The implementation of a tracking mechanism should help achieve this.
	It should be noted that during the 2016 renewal exercise, all renewals were received and processed by 31 December 2015.  The renewal tracker enabled the Authorisation team to track the progress of renewals and proactively chase IPs who had not submitted a renewal or payment
Action: The new mail tracker for initial applications will include specific fields for recording the date that the fee was paid and the date the licence was issued.
The assessment sheet will be updated to record the date that the fee is paid.



	General administrative procedures
	
	

	In a number of cases where a practitioner transferred from another body, the ACCA notified the Secretary of State that it had granted the licence on a date prior to the expiry of the previous licence. 
	The date of issue of the licence should be clearly recorded on file and on the system to track status and progress of applications, as recommended above.
	Action:  The Authorisation team will ensure that applicants who transfer their licence to ACCA from another body are not granted authorisation until their current licence has expired.  The new mail tracker, the procedures manual, the assessment sheets and template letters to applicants and other bodies will all be updated.   

	A review process has been introduced for new applications, which means that the policy manager of the authorisation team is responsible for signing off the check list.  Despite this, checklists are not always completed or signed off. In one instance the checklist was apparently signed off and then subsequently further amended.
	The officer responsible for the review should ensure that the checklist is always completed and signed off.
	The review process by the Authorisation Policy Manager was introduced in November 2014.

Case A– the application was processed (in March 2013) before the review process was introduced.

Case B– the application was reviewed on 19/1/15 at which point the assessment sheet was completed.  Due to the payment issues the licence was not issued until 11/11/15 (backdated to 1/1/15 by ALC). After this decision, the assessment sheet was updated in November 2015 to reflect this. It should be noted that the update was simply to record the ALC outcome to ensure accuracy and completeness.
Action: The Authorisation Policy Manager will ensure that any updated position after the completion of the assessment sheet is summarised by way of file note rather than amendment to the original assessment sheet. 



	Although satisfactory regulator to regulator checks are carried out, there were delays in doing so in some cases.  In one case ACCA did not contact the previous authorising body until three weeks after receiving the insolvency practitioner’s application despite the impending expiry of the practitioner’s current licence. 
	Regulator to regulator checks should be carried out promptly upon receipt of the application.
	Action:  The Authorisation team will be reminded that regulator to regulator checks should be carried out within 5 working days of the application being received.  The procedures manual will be updated accordingly.



	We identified one breach of the Memorandum of Understanding (MoU) for failing to notify the INSS of authorisation of an insolvency practitioner within the timeframe required under the MoU and several breaches in respect of notifying the Department of Enterprise Trade and Investment in Northern Ireland (now Department for the Economy (DfE), although this has been rectified in regard to more recent applications.  
	Notifications to the INSS and DfE should be made in accordance with the current MoUs. 
	Action: The Authorisation team will be reminded that notifications to the INSS and DfE must be made in accordance with the MoUs. The specific case noted was from 2014 and we are pleased to note that more recent applications are processed within the MoU requirements.
The assessment sheet and procedures manual will be updated accordingly.

	There is little evidence on file of checks of Continuing Professional Development (CPD) in respect of renewals.  We were advised that the CPD team carry out random checks on this, but there is no evidence that any of this information is passed on to the authorisation team.
	The authorisation team should ask CPD colleagues to provide details of all random samples of CPD testing so that they can be considered as part of the application process.  A check should be carried out with CPD colleagues on receipt of an application and CPD should be asked to alert the authorisation team to any instances of where CPD requirements have not been met. 


	IPs make an annual declaration of compliance with the CPD requirements. CPD of IPs can be evaluated by two teams within ACCA, either Professional Development (PD) or Monitoring. Satisfactory outcomes of such reviews will be recorded (either on our database or within the visit report). 
The PD sample can be based on risk, random selection or if the IP has been notified to PD by Monitoring as a result of its visit checks. 

The PD team has appropriate sanctions available to it which can include membership withdrawal (and subsequent licence withdrawal). Therefore IPs who are not CPD compliant are dealt with by ACCA although not by Authorisation.
Action: As part of the renewal assessment process the Authorisation team will check whether the IP has received a CPD evidence review and note the outcome of the review on the assessment sheet.



	There was evidence that where a member’s insolvency licence had been removed, swift action was taken to arrange a block transfer of cases 
	N/A.
	Noted.


	ANNEX 1: RISK RATINGS


Serious weaknesses in control environment

There are serious weaknesses in the risk and control environment that pose a high residual risk to effective and efficient delivery unless urgent corrective action is taken.


Some weaknesses in control environment

There are some weaknesses in the risk and control environment that pose a residual risk to effective and efficient delivery unless corrective action is taken.


Strong control environment 

A strong risk and control environment is in place with low residual risk to effective and efficient delivery.
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� As defined under Section 391(1) of the Insolvency Act 1986 and Article 350(1) of the Insolvency (Northern Ireland) Order 1989.





1
1

