
 

 

Title: The Co-operative and Community Benefit 
Societies (Administration) (Amendment) Order 2021 

De minimis assessment 

SI No: 2021/1048  Date: 06/08/2021 

Other departments or agencies:    Type of regulation:  Domestic 

Department for Business, Energy and Industrial 
strategy Date measure comes into force:   

Contact for enquiries:  Jamie Slater 
(Jamie.Slater@hmtreasury.gov.uk)  

30/09/2021 

Cost of Preferred (or more likely) Option 
Equivalent Annual Net Direct Cost to 
Business per year  
(EANDCB in 2019 prices)  
£886 
 

Net benefit of £4430 

 

Questions 

1. 1. 1. 1.  What is the problem under consideration? Why is government intervention What is the problem under consideration? Why is government intervention What is the problem under consideration? Why is government intervention What is the problem under consideration? Why is government intervention 

necessary? necessary? necessary? necessary?  

The Corporate Insolvency and Governance Act (CIGA) 2020 introduced several insolvency 

reforms into the Insolvency Act 1986 (the 1986 Act) to help mitigate the impact of COVID-

19. One of the primary changes was a moratorium on creditor action, which gives 

organisations in financial difficulty breathing space in which to explore rescue and 

restructuring options.  

So that the moratorium could operate immediately upon Royal Assent, temporary 

procedural insolvency rules for when an organisation wishes to enter, extend or 

terminate the moratorium were included. The moratorium and the temporary 

insolvency rules were applied to co-operative and community benefit societies by the 

Co-operative and Community Benefit Societies and Credit Unions (Arrangements, 

Reconstructions and Administration) (Amendment) and Consequential Amendments 

Order in July 2020.  

These rules will expire on 30 September and new permanent procedural rules have 

been drafted for companies. These will sit within the Insolvency Rules 2016 for 

England and Wales and the Insolvency (Scotland) (Company Voluntary Arrangements 

and Administration) Rules 2018 and the Insolvency (Scotland) (Receivership and 

Winding up) Rules 2018 (“equivalent Scottish rules”) for Scotland.  

However, co-operatives currently follow the Insolvency Rules 1986 for England and 

Wales and the Insolvency (Scotland) Rules 1986, which means the new rules will not 

automatically apply to them and make it challenging to apply the newly drafted rules to 

them. Leaving the temporary rules to expire with no replacement would create 

uncertainty over which procedural insolvency rules apply to co-operatives and raise 

questions over whether they can access the moratorium. To prevent this, legislative 

intervention is needed to ensure insolvency rules relating to the entry to, extension of 



 

 

and exit from the moratorium apply to co-operatives to keep them on a level playing 

field with companies.  

2. What 2. What 2. What 2. What are the policy objectives and the intended effects? are the policy objectives and the intended effects? are the policy objectives and the intended effects? are the policy objectives and the intended effects?  

The aim is to ensure that co-operatives continue to have access to the moratorium if 

needed. If no rules are in place, then it will be unclear which procedural rules apply to 

them for obtaining a moratorium, creating legal uncertainty and potentially limiting 

their access to the moratorium. The SI will amend The Co-operative and Community 

Benefit Societies and Credit Unions (Arrangements, Reconstructions and Administration) 

Order 2014 to apply the currently temporary rules on a continuing basis to provide 

certainty for co-operatives insolvency framework and ensure they have access to the 

moratorium.   

3. 3. 3. 3. What policy options have been considered, including any alternatives to regulation? What policy options have been considered, including any alternatives to regulation? What policy options have been considered, including any alternatives to regulation? What policy options have been considered, including any alternatives to regulation? 

Please justify preferred option Please justify preferred option Please justify preferred option Please justify preferred option  

Three policy options have been considered, including our preferred option.  

 

Option 1: Do nothing- this would mean the current temporary rules would expire on 30 

September with no replacement. As noted above, this would mean there would be 

uncertainty over which insolvency rules co-operatives should follow when entering a 

moratorium. Therefore, this may create legal uncertainty over if co-operatives can 

access the moratorium, placing them on uneven footing with companies.   

 

Option 2: Apply the newly drafted insolvency rules for the moratorium to co-operatives. 

The rules drafted by the Insolvency Service have been drafted to sit within the 

Insolvency Rules 2016 for England and Wales and equivalent Scottish rules. However, 

co-operatives follow the Insolvency Rules 1986 for England and Wales and the 

Insolvency Rules (Scotland) 1986 for all insolvency procedures that require the 

application of procedural rules. Therefore, the new rules would likely require significant 

modifications to work effectively for co-operatives and there is a risk that changes 

could result in rules which are incoherent or do not work, creating a more complex 

insolvency regime for co-operatives. 

  

Option 3: Apply the current temporary rules found in Schedule 4 of CIGA to co-

operatives on a long-term basis. This is our preferred option, as it appears to be the 

safest and simplest method to ensure effective insolvency rules continue to apply to co-

operatives. The Insolvency Service has sought feedback on the content of the current 

temporary rules from Insolvency Practitioners, including any difficulties posed by them, 
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but received no feedback to suggest the rules were insufficient. The policy approach of 

the new rules is similar to the current temporary rules, therefore limiting potential 

challenges resulting from divergence between companies and co-operatives.  

 

There are no alternatives to regulation as insolvency rules are imposed by statutory 

instrument. 

  

4. 4. 4. 4. Please justify why the net impacts Please justify why the net impacts Please justify why the net impacts Please justify why the net impacts (i.e. net costs or benefits) (i.e. net costs or benefits) (i.e. net costs or benefits) (i.e. net costs or benefits) to to to to business will be less business will be less business will be less business will be less 

than £5 million a year.than £5 million a year.than £5 million a year.than £5 million a year.    

We expect that our preferred option will have an We expect that our preferred option will have an We expect that our preferred option will have an We expect that our preferred option will have an ongoing net ongoing net ongoing net ongoing net bebebebenefit for conefit for conefit for conefit for co----operativesoperativesoperativesoperatives    

of £886 per yearof £886 per yearof £886 per yearof £886 per year. We have calculated this . We have calculated this . We have calculated this . We have calculated this bybybyby    taking taking taking taking the the the the total total total total benefit of £1120 per year benefit of £1120 per year benefit of £1120 per year benefit of £1120 per year 

to coto coto coto co----operatives and creditorsoperatives and creditorsoperatives and creditorsoperatives and creditors    and and and and subtractingsubtractingsubtractingsubtracting    £224, which is£224, which is£224, which is£224, which is    thethethethe    best estimate of the best estimate of the best estimate of the best estimate of the 

total total total total costs of ongoing familiarisation for cocosts of ongoing familiarisation for cocosts of ongoing familiarisation for cocosts of ongoing familiarisation for co----operativesoperativesoperativesoperatives....    

    

• What will businesses have to do differently?   

Businesses will not have to do anything different in their day-to-day operations, as the 

moratorium is used when businesses encounter significant financial difficulty. The 

rules being applied on a long-term basis are the same as those found in Parts 3 & 4 of 

schedule 4 to CIGA 2020, which have applied to co-operatives since July 2020. This 

means co-operatives will not need to do anything different when entering a 

moratorium following this SI.  

 

• How many businesses will this impact per year? 

There are currently 8181 registered co-operative and community benefit societies in 

Great Britain1. Of these, 1553 are housing associations or registered social landlords2, 

which are excluded from the moratorium. Therefore, we estimate that 6,628 registered 

societies are eligible for the moratorium. There are currently 4.35 million companies 

on the effective register of companies house in Great Britain in March 20213.  

The Government is not aware of any co-operatives in Great Britain having used the 

moratorium, and hence followed the temporary procedural rules, since its introduction. 

This is plausible because the Government support schemes, including restrictions on 

creditor enforcement, have helped maintain the viability of businesses. Official 
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insolvency statistics also show that there have only been 4 cases of the moratorium 

among companies, of which there are far more than co-operatives, since introduction.4  

The CIGA impact assessment estimated that there would be 1,000-1,500 cases of the 

moratorium per year in regular economic circumstances5. Taking the number of 

registered societies who could become eligible for the moratorium as a percentage of 

registered companies and applying it to the estimated number of cases from the CIGA 

impact assessment, we estimate that there will be approximately 2 moratorium cases 

per year from co-operatives. 

 
Whilst the impact assessment for CIGA set out the benefits and costs of the moratorium 
measures in CIGA for companies, it is not clear that this assessment specifically 
included co-operatives. Therefore, the analysis below sets out the estimated costs 
already incurred through the rules applying temporarily to co-operatives since July 
2020 and the benefits/costs of applying these rules on a long-term basis.  
 
Costs for temporary application 
Insolvency practitioners (IP’s) will have needed to familiarise themselves with the 
temporary rules for the moratorium as modified for co-operatives. At the time of 
introduction, the moratorium was a new insolvency measure, so we have assumed that 
insolvency managers and assistants would also have needed to familiarise themselves 
with the rules. Parts 3 and 4 of Schedule 4 are 7500 words long and the relevant 
modifications for co-operatives are 500 words, totalling 8000 words.  
 
The rules also specify that parts of the Insolvency Rules 2016 and equivalent Scottish 
rules apply for the moratorium. However, IP’s will already be familiar with these rules, 
therefore meaning there is no need to count this in the familiarisation costs.  
 
Following industry consultation, the Insolvency Rules 2016, which totalled over 198,000 
words, were estimated to take 12 hours for IPs to familiarise themselves with, along 
with 12 hours for managers and 6 hours for assistants.6 Using this as precedent, the 
time that was spent on familiarisation for the insolvency profession is estimated in the 
table below.  
 
Hourly rates of pay for IP’s are taken from Professor Elaine Kempson’s report on IP’s 
compensation in 20137, uprated using GDP inflators to 2019 prices in the table below. 
There were 1236 appointment taking IP’s in 20208.  
 
Industry trade body R3 estimated in 2015 that there are 12,000 people working in the 
insolvency profession9. We assume there are 2 managers for every appointment taking 
IP and the rest are assistants as per the impact assessment for the Insolvency Rules 
2016, therefore making 2472 managers and 8292 assistants.  Using this to calculate 



 

 

the opportunity cost of familiarisation, we estimate it would have cost £0.84m for the 
insolvency profession to familiarise themselves with the rules as modified for co-
operatives. The table below summarises the breakdown. 
 

Profession level Number of 
workers 

Pay/hour Time spent on 
familiarisation 

Total cost 

Insolvency 
practitioner 

1236 £406 0.5 hours £0.25m 

Manager 
 

2472 £281 0.5 hours £0.35m 

Assistant 
 

8292 £114 0.25 hours £0.24m 

 
Directors of co-operatives which enter a moratorium will have needed to familiarise 
themselves with the rules, so they comply with the requirements around the contents 
and timings of documents provided to the courts. As noted, the Government is not 
aware of any co-operatives which have entered a moratorium since introduction. 
Therefore, no co-operatives have needed to familiarise themselves with the rules as 
applied on a temporary basis and no cost will have been incurred.  
 
The application of the temporary rules will have provided co-operatives with the non-
monetised benefit of legal certainty they can access the moratorium, providing greater 
business confidence throughout the COVID-19 pandemic.  
 
Therefore, the estimatedestimatedestimatedestimated total cost to total cost to total cost to total cost to businesses for the temporary application of these businesses for the temporary application of these businesses for the temporary application of these businesses for the temporary application of these 
rules to corules to corules to corules to co----operatives is £0.8operatives is £0.8operatives is £0.8operatives is £0.84444m. m. m. m. However, this cost is not associated with applying the 
rules on a long-term basis as it has already occurred from the temporary application of 
the rules. An impact assessment was not done for the temporary application of these 
rules to co-operatives given it was intended to last less than 12 months. Therefore, this 
is not included in the EANDCB calculation.        
 
Estimated costs for longer term application 
 
One off costs 
 
As IP’s will have already familiarised themselves with the rules as they applied 
temporarily, they will not need to re-familiarise themselves with our preferred option. 
Therefore, no extra one-off cost is incurred.  
 
Ongoing benefit 

As noted, the moratorium is only used when firms enter financial difficulty so there is 

no benefit or cost on the day-to-day business of co-operatives of the application of 

these rules.  

One direct impact of our preferred option is that it will ensure that co-operatives can 

access the moratorium. Not having any rules apply would create uncertainty over which 

insolvency rules co-operatives follow when entering the moratorium and ultimately 

whether they can access it at all. As co-operatives enter the moratorium, costs and 

benefits to creditors and co-operatives will be felt. 
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The CIGA impact assessment noted that ongoing benefits of the moratorium to 

relevant parties included creating better outcomes for creditors and enabling faster 

restructuring of businesses. Ongoing costs considered were the costs of creditor 

challenges to the moratorium, preparing documents and reports for obtaining the 

moratorium, as well as monitoring compliance with the moratorium.10  

As noted, we expect that up to 2 co-operatives will access the moratorium per year. 

Table 1 in the CIGA impact assessment notes that, following ongoing benefits of 

£30.3m and ongoing costs of £29.6m, the best estimate of the net ongoing benefit of 

the moratorium to creditors and companies is £0.7m following an estimate of 1,250 

cases. If we divide the £0.7m net benefit by 1250 cases, we can calculate the 

moratorium delivers an estimated net benefit of £560 per case to companies and 

creditors, with benefits of £24,240 and costs of £23,680.  

The benefits and costs of the moratorium that apply to companies will also apply to 

co-operatives, meaning we can use the estimations in the CIGA impact assessment. 

Applying these costs proportionately to the estimated two cases of the moratorium 

applying to co-operatives, we expect that applying the rules on a long-term basis will 

deliver ongoing benefits of £48,480 and ongoing costs of £47,360 per year, creating 

aaaan estimatedn estimatedn estimatedn estimated    benefit of £1120 per yearbenefit of £1120 per yearbenefit of £1120 per yearbenefit of £1120 per year    to to to to cocococo----operatives and creditorsoperatives and creditorsoperatives and creditorsoperatives and creditors. The application 

of these rules to ensure access to the moratorium will have some further non-

monetised direct benefits of providing continued business confidence to co-

operatives, which may then lead to increased economic activity from these businesses. 

Co-operatives accessing the moratorium may also lead to better creditor outcomes 

from businesses being saved.  

Ongoing costsOngoing costsOngoing costsOngoing costs    

Upon entering the moratorium, directors of these co-ops will need to familiarise 

themselves with these rules to ensure compliance with requirements over the content 

and timing of documents, creating an ongoing familiarisation cost.  

The Co-operative and Community Benefit Societies Act 2014 states that a co-operative 

must have at least 3 members and annual accounts must be signed by 2 members of 

the committee and the secretary, meaning the minimum number of directors is 3. 

Model rules for societies vary in specifying the maximum number of directors allowed 

but it is common to specify a maximum of 15 directors. Therefore, we estimate that 

between 3-15 directors per co-operative will need to familiarise themselves with the 

rules when the co-operative enters the moratorium.  
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The 2019 data from the ONS Annual Survey of Hours and Earnings shows that in the 

UK, corporate managers had median earnings of £23 an hour. This is inflated by 18%11 

to account for non-wage costs, therefore totalling earnings of £27.14 an hour.  

We estimated previously that it would take between 0.25-0.5 hours for members of the 

insolvency profession to familiarise themselves with the rules. Given the procedural 

nature of the rules and that not every part of the rules will be relevant to directors, we 

do not expect much variation in the familiarisation time for directors and IP’s. 

Therefore, we estimate that it will also take directors between 0.25-0.5 hours to 

familiarise themselves with the obligations under the rules.  

Given this, we estimate that the cost per co-operative of directors familiarising 

themselves with the rules will occur an opportunity cost of between £20.36 and 

£203.55 per year, with a best estimate of £112 per year. As we estimate two co-

operatives will enter the moratorium each year, the best estimate of the costs of the best estimate of the costs of the best estimate of the costs of the best estimate of the costs of 

ongoing familiarisation for coongoing familiarisation for coongoing familiarisation for coongoing familiarisation for co----operatives is therefore £224 per year.operatives is therefore £224 per year.operatives is therefore £224 per year.operatives is therefore £224 per year. 

We do not expect the content of the rules to provide an ongoing cost for businesses. 

The rules state the content, format and timing of documents which need to be 

provided under Part A1 of the Insolvency Act 1986 and do not oblige the provision of 

further documents. The cost of ensuring compliance with these requirements is 

covered by the familiarisation costs calculated for IP’s and co-operative directors.  

Therefore, we expect that our preferred option will have an ongoing ongoing ongoing ongoing net net net net bebebebenefitnefitnefitnefit    for cofor cofor cofor co----

operativesoperativesoperativesoperatives    of £of £of £of £888888886666    per year.per year.per year.per year.    

Benefits/costsBenefits/costsBenefits/costsBenefits/costs    of aof aof aof applypplypplypplyinginginging    the newly drafted insolvency rules for the moratorium to cothe newly drafted insolvency rules for the moratorium to cothe newly drafted insolvency rules for the moratorium to cothe newly drafted insolvency rules for the moratorium to co----

operativesoperativesoperativesoperatives    (option 2)(option 2)(option 2)(option 2)    

As noted earlier, another policy option would be to apply the newly drafted insolvency 

rules to co-operatives. These new rules have a near identical policy approach to the 

current temporary rules. Therefore, the new rules would have identical benefits to the 

current temporary rules.  

However, applying the newly drafted rules would create additional complexities. This is 

because the newly drafted rules will amend parts of the Insolvency Rules 2016 and 

equivalent Scottish rules, which don’t apply to co-operatives. Therefore, to make the 

new rules work for co-operatives, significant modifications would need to be made. 

This would complicate the insolvency regime for co-operatives for all parties and 

increase the familiarisation costs for co-operative directors and IP’s. Therefore, there 

would be greater costs for IP’s, creditors, the courts and co-operatives in the operation 

of these rules. 



 

 

 

 

 

Sign-off for de minimis assessment: SCS 

Estimations for these costs are not calculated. This is because it would be difficult to 

accurately assess the length and complexity of the instrument applying these new rules 

to co-operatives, and therefore how long it would take relevant parties to familiarise 

themselves with it. However, we expect the total costs would exceed the estimations 

provided for our preferred option 

Therefore, applying the newly drafted rules to co-operatives would have similar 

benefits but would incur additional costs than applying the current rules on a 

permanent basis, therefore showing why our preferred option is superior.  

Total cost of the measureTotal cost of the measureTotal cost of the measureTotal cost of the measure    

We estimate that the temporary application of these rules to co-operatives has already 

cost £0.84m. We estimate that the long-term application will have negligible impacts 

on creditors, co-operatives and IP’s. Therefore, subtracting the costs to directors of 

familiarisation from the net benefit of co-operatives accessing the moratorium 

(£1120-£224), we estimate the net impact of the rules applying on a continuing basis 

is £88is £88is £88is £886666    per yearper yearper yearper year, , , , well below the £5m threshold.   

5. 5. 5. 5. Please confirm whether your measure could be subject to callPlease confirm whether your measure could be subject to callPlease confirm whether your measure could be subject to callPlease confirm whether your measure could be subject to call----in by BRE under the in by BRE under the in by BRE under the in by BRE under the 

following criteriafollowing criteriafollowing criteriafollowing criteria. If yes, please provide a justification . If yes, please provide a justification . If yes, please provide a justification . If yes, please provide a justification of of of of why a full impact assessment is why a full impact assessment is why a full impact assessment is why a full impact assessment is 

not appropriatenot appropriatenot appropriatenot appropriate: : : :     

a)a)a)a) Significant distributional Significant distributional Significant distributional Significant distributional impacts (such as significant transfers between different impacts (such as significant transfers between different impacts (such as significant transfers between different impacts (such as significant transfers between different 

businesses or sectors) businesses or sectors) businesses or sectors) businesses or sectors)     

No    

b)b)b)b) Disproportionate burdens on small businessesDisproportionate burdens on small businessesDisproportionate burdens on small businessesDisproportionate burdens on small businesses    

No- this measure will apply to small businesses, but they are not disproportionately 

impacted by the requirements.  

c)c)c)c) Significant gross effects despite small net impacts Significant gross effects despite small net impacts Significant gross effects despite small net impacts Significant gross effects despite small net impacts     

No 

d)d)d)d) Significant wider social, environmental, financial or economic impactsSignificant wider social, environmental, financial or economic impactsSignificant wider social, environmental, financial or economic impactsSignificant wider social, environmental, financial or economic impacts    

No- whilst these rules will ensure co-operatives can access breathing space to 

restructure their debts, the number that we estimate will access it per year is low, 

meaning any financial or economic impact is not significant.  

e)e)e)e) Significant novel or contentious elements Significant novel or contentious elements Significant novel or contentious elements Significant novel or contentious elements     

No 



 

 

I have read the de minimis assessment and I am satisfied that it represents a fair and 
proportionate assessment of the impact of the measure. 

 
SCS of Banking and Credit 
 
Signed:  Alanna Barber      Date: 13/09/2021 

 

SCS of HMT Better Regulation Unit 

Signed:  Linda Timson                 Date: 06/08/2021 
 
 

Sign-off for de minimis assessment: Minister 

 

I have read the de minimis assessment and I am satisfied that it represents a fair and 
proportionate assessment of the impact of the measure. 

John Glen, Economic Secretary to the Treasury 

Signed:  John Glen MP – Economic Secretary to the Treasury Date: 14/09/2021 

 

 

 

 

 

  


