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DISCIPLINARY COMMITTEE OF THE ASSOCIATION OF 

CHARTERED CERTIFIED ACCOUNTANTS 

 

REASONS FOR DECISION 

 

In the matter of:  Mr David Neil Hughes FCCA 

 

Heard on: Monday 6, Tuesday 7 & Wednesday 8 August 2018 

 

Location:  The Adelphi, 1-11 John Adam Street, London  

WC2 6AU 

 

Committee: Mr Ian Ridd (Chairman), Mr Robert Clarke 

(Accountant) and Mr Gerry McClay (Lay) 

 

Legal Adviser:  Mr Nigel Mitchell 

 

Persons present  

and capacity: Mr Richard Saynor (Counsel on behalf of ACCA), 

Miss Rachael Davies (Hearings Officer) and Mr 

David Neil Hughes FCCA (Member) 

      

Observers:  None 

 

OUTCOME: Allegations 1, 2, 3, 4 and 8 proved by admission. 

Allegations 5 and 6 not proved. Allegation 9(ii) 

proved.  

Committee ordered Reprimand, and the Member is 

to pay costs to ACCA in the sum of £4,500. 

  

PRELIMINARY APPLICATIONS 

 

1. ACCA was represented by Mr Richard Saynor (Counsel). Mr Hughes was present and 

not represented. The Committee had a bundle numbered A to MM and pages 1 to 422. 

An additional bundle pages 423 to 1031 was also before the Committee.    
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Applications to withdraw / amend 

 

2. At the outset of the hearing Mr Saynor applied to withdraw Allegation 7. He said that it 

effectively duplicated the conduct in Allegation 1 and it would not be in the public 

interest to pursue it further. Mr Hughes did not object to this application. Having 

accepted legal advice the Committee allowed the application under CDR 10(3)(5). 

 

3. Mr Saynor further applied to correct a typographical error in Allegation 3 by deleting the 

word “either” in the first line and adding “and/” before the word “or” between limbs (a) 

and (b) of the charge.  The Committee allowed this application. 

 

Schedule of Allegations (as amended) 

 

It is alleged that Mr David Neil Hughes FCCA, an Insolvency Practitioner licensed by ACCA 

from 1 January 1998, in his capacity as advisor, nominee and supervisor with respect to an 

individual voluntary arrangement for Person A, between 18 July 2007 and 12 October 2009 

failed to: - 

 

1. Verify the identity of the person who attended an initial meeting held on 19 July 

2007 purporting to be Person A contrary to; 

 

i. ACCA Rulebook 2007 Part 3.23 The Practice of Insolvency 2007 Ethical 

Principles of Competence and Due skill; 

ii. ACCA Rulebook 2007 Code of Ethics and Conduct Part 3.2 The 

Fundamental Principles of Professional Competence and Due care; 

iii. ACCA Rulebook 2007 Part 3.8 - Money Laundering Paragraph 8 - Client 

identification. 

 

2. Observe the Money Laundering guidance on Client Identification and Record 

Keeping contrary to; 

 

i. ACCA Rulebook 2007 Part 3.23 The Practice of Insolvency 2007 Ethical 

Principles of Competence and Due skill; 

ii. ACCA Rulebook 2007 Code of Ethics and Conduct Part 3.2 The 

Fundamental Principles of Professional Competence and Due care; 
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iii. ACCA Rulebook 2007 Part 3.8 - Money Laundering Paragraph 8 - Client 

identification; 

iv. ACCA Rulebook 2007 Part 3.8 Money Laundering Paragraph 16 - 

Record keeping. 

 

3. Write to Person A:  

 

a) Confirming in full all advice he had given setting out her personal options as 

regards her insolvency (as opposed to the options available to Company C 

and Company B), and/or 

 

b) Enclosing a copy of Mr Hughes’ file note of all oral advice he had given 

setting out her personal options as regards her insolvency (as opposed to 

the options available to Company C and Company B), contrary to: 

 

i. ACCA Global Practising Regulations 2003 – Annex 1 Para 18 (3); 

ii. Statement of Insolvency Practice 3 Paragraphs 3.4, 3.8, and 7.6; 

iii. ACCA Rulebook 2007 Part 3.23 The Practice of Insolvency 2007 

Ethical Principles of Competence and Due skill; 

iv. ACCA Rulebook 2007 Code of Ethics and Conduct Part 3.2 The 

Fundamental Principles of Professional Competence and Due care. 

 

4. Provide Person A with the R3 booklet entitled “Is an Individual Voluntary 

Arrangement right for me?” contrary to; 

 

i.  ACCA Global Practising Regulations 2003 – Annex 1 Para 18 (3); 

ii. ACCA Rulebook 2007 Part 3.23 The Practice of Insolvency 2007 Ethical 

Principles of Competence and Due skill; 

iii. ACCA Rulebook 2007 Code of Ethics and Conduct Part 3.2 The 

Fundamental Principles of Professional Competence and Due care. 

 

5. Await the return of the IVA Proposal and Statement of Affairs before submitting 

the nominee report to the debtor’s creditors contrary to S256A(3) Insolvency Act 

1986 contrary to; 

 

i. ACCA Rulebook 2007 Part 3.23 The Practice of Insolvency 2007 Ethical 

Principles of Competence and Due skill; 
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ii. ACCA Rulebook 2007 Code of Ethics and Conduct Part 3.2 The 

Fundamental Principles of Professional Competence and Due care. 

 

6. Request Person A attend a meeting of creditors to answer questions and agree 

modifications to the proposal contrary to; 

 

i.  ACCA Global Practising Regulations 2003 – Annex 1 Para 18 (3); 

ii. Statement of Insolvency Practice 3 Paragraphs 3.4, 3.8, and 7.6; 

iii. ACCA Rulebook 2007 Part 3.23 The Practice of Insolvency 2007 Ethical 

Principles of Competence and Due skill; 

iv. ACCA Rulebook 2007 Code of Ethics and Conduct Part 3.2 The 

Fundamental Principles of Professional Competence and Due care. 

 

7. Withdrawn. 

 

8. Identify errors contained in the Minutes of a meeting that took place on 

24 January 2008. Mr Hughes signed the Minutes as accurate despite the fact 

that they contained at least three errors; namely the date of the meeting, the 

location of the meeting and an erroneous assertion that Person A had been in 

attendance at the meeting contrary to; 

 

i. ACCA Rulebook 2007 Part 3.23 The Practice of Insolvency 2007 Ethical 

Principles of Competence and Due skill; 

ii. ACCA Rulebook 2007 Code of Ethics and Conduct Part 3.2 The 

Fundamental Principles of Professional Competence and Due care. 

 

9. In light of any or all of the facts set out at Allegations 1-8  above, Mr David Neil 

Hughes FCCA is: 

 

i. Guilty of misconduct pursuant to bye-law 8(a) (2007); or 

ii. Liable to disciplinary action pursuant to bye-law 8(a)(iii). 

 

BACKGROUND AND HISTORY OF INSOLVENCY 

 
4. The background facts, which were largely uncontroversial, were found to be as follows: 

the Complainant, Person A, is the former owner of Company A. Person A had been 

assessed in 2004 by Her Majesty’s Revenue & Customs (“HMRC”) for VAT in the sum 
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of approximately £60,000. Person A had failed to pay that sum or any part of it as she 

was challenging the correctness of the assessment. On 19 July 2007, Mr Hughes met a 

person who he believed to be Person A, her husband Person B and Person C, at 

Whiston Hall to discuss the VAT liability. Mr Hughes did not take any steps to seek 

independent verification of the identity of Person A, either prior to, or at the meeting held 

on 19 July 2007. Further, Mr Hughes did not write any letter to Person A setting out his 

views about her position or the options available to her. Mr Hughes did not at any stage 

provide Person A with a copy of the R3 booklet entitled ‘Is an IVA right for me?’ for her 

to sign and return.  

 

5. On 19 November 2007, HMRC took steps to enforce the outstanding debt, which led to 

Mr Hughes becoming involved again. On 18 December 2007, Mr Hughes was appointed 

as Nominee of Person A’s proposal for an IVA. On 19 December 2007, Mr Hughes 

signed the Form 5.5 ‘Documents to be submitted to court Under Rule 5.14’ prior to filing 

the IVA documents at Stoke County Court.   

 
6. On a day between 18 and 20 December 2007, a signed copy of Person A’s IVA 

Proposal was returned to Mr Hughes. It is alleged that Mr Hughes did not await the 

return of the signed IVA Proposal, dated 20 December 2007, before submitting the 

Nominee report to the debtor’s creditors, contrary to S256A(3) Insolvency Act 1986. It is 

also alleged that Mr Hughes circulated the Nominee’s Report undercover of a letter 

dated 18 December 2007 “To All Creditors” addressed to HMRC before he had received 

the signed proposal.  

 
7. On 21 January 2008, HMRC sent proposed modifications to the IVA to Mr Hughes by 

fax. On 24 January 2008, Person A’s Proposal for an IVA was approved with the 

modifications put forward by HMRC and Mr Hughes was appointed as Supervisor. Mr 

Hughes’ minutes of the meeting, held on 24 January 2008, are incorrectly dated 

14 January 2008 and state that it was held at Whiston Hall and that Person A was in 

attendance. The meeting was not held at Whiston Hall, but was held at Mr Hughes’ 

office, and Person A was not in attendance.  

 
8. On 19 March 2009, Mr Hughes notified Person A of breaches of her IVA and his 

obligation to fail the Arrangement. On 12 October 2009, Mr Hughes terminated Person 

A’s IVA. On 4 June 2010, Mr Hughes petitioned for Person A’s bankruptcy. On 11 

March 2011, Person A was declared bankrupt. 
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DECISION ON FACTS/ALLEGATIONS AND REASONS 

 

9. Mr Hughes admitted the following Allegations: 1, 2, 3(a), 3(b), 4 and 8. Mr Hughes 

denied Allegations 5, 6 and 9. Allegation 7 was withdrawn. 

 

10. Pursuant to Complaints and Disciplinary Regulations 12(3)(c) the Committee 

announced that  it found Allegations 1, 2, 3(a), 3(b), 4 and 8 proved by admission.   

 

11. Mr Saynor opened the case and took the Committee through all the relevant evidence. 

Mr Hughes gave evidence and was cross-examined by Mr Saynor. 

 

Allegation 1- Proved by admission 

 
Failure to verify the identity of the person who attended an initial meeting held on 

19 July 2007 purporting to be Person A; 

 

12. Mr Hughes admitted this allegation. Mr Hughes arranged to meet Person A at Whiston 

Hall together with her then husband Person B and their businesses accountant, Person 

C, on 19 July 2007. Mr Hughes has admitted that he failed to verify the identity of 

Person A. Person A has denied that she attended the meeting and says that she did not 

meet Mr Hughes until October 2009. Person A has not given evidence before this 

Committee and, in these circumstances, the Committee has placed little reliance upon 

what she may have said or written to others. Notwithstanding that it is unnecessary to 

make a finding as to Person A’s attendance, having considered all the evidence the 

Committee determined that it was likely that Person A did attend this meeting.  

 

Allegation 2 - Proved by admission 

 

Failure to observe the Money Laundering guidance on Client Identification and Record 

Keeping; 

 

13. Mr Hughes has admitted that he failed to observe the guidance as to client identification 

and record keeping. Mr Hughes failed to obtain independent evidence of the client’s 

identity, such as a passport or proof of address, as required by ACCA’s Rulebook 

guidance on Money Laundering, Client Identification and Record Keeping.   
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Allegation 3 - Proved by admission 

 
Failure to write to Person A: 

 

a) Confirming in full all advice he had given setting out her personal options as regards 

her insolvency (as opposed to the options available to Company B and Company C), 

and/or  

 

b) Enclosing a copy of Mr Hughes’ file note of all oral advice he had given setting out 

her personal options as regards her insolvency (as opposed to the options available 

to Company B and Company C) 

 

14. Mr Hughes has admitted both limbs of this allegation. Following the meeting on 19 July 

2007 Mr Hughes wrote to Person A, but with little reference to Person A’s position or the 

options available to her. Under paragraph 3.8 of SIP3 v4 Mr Hughes should have sent a 

copy of his notes of the initial meeting with Person A, or a letter setting out the advice 

given to her.   

 

Allegation 4 - Proved by admission 

  
Failure to provide Person A with the R3 booklet entitled “Is an Individual Voluntary 

Arrangement right for me?” 

 

15. Mr Hughes did not provide an R3 booklet to Person A. 

 

Allegation 5 – Not proved 

 
Failure to await the return of the IVA Proposal (which was signed and dated on 20 

December 2007) before submitting the nominee report to the debtor’s creditors 

 

16. This allegation came about because there were a number of dates on documents 

pertaining to the IVA proposals submitted to HMRC, the county court and others, which 

were inconsistent and suggested that Mr Hughes had failed to await receipt of a signed 

copy of the proposal from Person A. During his closing submissions, Mr Hughes told the 

Committee that he had a letter in his file from HMRC which supported his argument that 

he did submit a signed IVA proposal to HMRC on 18 December 2007. Mr Hughes 

provided the Committee with a copy of that letter which thanked him for submitting the 
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IVA proposal under cover of his letter dated 18 December 2007. The Committee 

accepted Mr Hughes’ evidence that the document he sent to HMRC had been signed by 

Person A. The Committee concentrated upon the wording of the allegation; whilst the 

letter was dated 18 December 2007, it may have been sent on a later date, but 

nevertheless, Mr Hughes had submitted a signed copy to HMRC. The Committee found 

this allegation not proved. 

 

Allegation 6 – Not proved 

 
Failure to request Person A attend a meeting of creditors to answer questions and 

agree modifications to the proposal; 

 

17. Mr Hughes admits that the creditors’ meeting was held on 24 January at his offices. 

Person A did not attend the meeting. The Committee accepts Mr Hughes’ evidence that 

prior to the meeting the proposed modifications were discussed and agreed with Person 

A over the telephone, she subsequently signed the modifications to confirm her 

agreement and acceptance. Mr Hughes accepts that he did not request Person A to 

attend. The Committee accepted Mr Hughes’ evidence that no purpose would be served 

by Person A attending the meeting. HMRC, the only creditor, was not attending and Mr 

Hughes held its proxy so there were no questions to be asked or answered. In the most 

unusual circumstances of this case, the Committee is not satisfied that Mr Hughes had 

breached Statement of Insolvency Practice 3 or any of the other provisions set out in 

this allegation. The Committee found this allegation not proved. 

 

Allegation 7 - Withdrawn 

 
Failure to obtain independent evidence to verify Person A’s identity. 

 

Allegation 8 - Proved by admission 

 

Failure to identify errors contained in the Minutes of a meeting that took place on 24 

January 2008. Mr Hughes signed the Minutes as accurate despite the fact that they 

contained at least three errors; namely the date of the meeting, the location of the 

meeting and an erroneous assertion that Person A had been in attendance at the 

meeting. 

 

18. Mr Hughes has admitted that there were three errors in the minutes of the meeting: the 

date was 24 January 2008 (not 14 January 2008), the meeting was at his offices (not at 
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Whiston Hall) and contrary to what is contained in the minutes, Person A was not 

present. Mr Hughes explained in evidence that these were careless mistakes made by 

someone in his office. As the Committee has already determined, the minutes served 

little purpose, as neither HMRC nor Person A was present or planned to be present. 

 

Allegation 9 – (ii) proved 

 

In light of any or all of the facts set out at allegations 1 to 8 above, David Neil Hughes 

FCCA is: 

 

(i) Guilty of misconduct pursuant to bye-law 8(a)(i); or 

(ii) Liable to disciplinary action pursuant to bye-law 8(a)(iii). 

 

Misconduct 

 

19. It was necessary for the Committee to pay particular attention to the context in which all 

these matters arose. Mr Hughes became involved at the invitation of others including 

two firms of accountants and a firm of solicitors. HMRC had threatened to distrain on the 

assets at Whiston Hall. Person A was solvent, her assets far exceeded her liabilities.  

There was no insolvency. The purpose of entering into the IVA was simply to buy time.  

The Committee accepted Mr Hughes’ explanation that the purpose of letter he wrote 

following his meeting with Person A and others on 19 July 2007 was to give comfort to 

the directors of Company A, that they themselves need not be concerned financially as 

the only creditor would be paid in full. These unusual circumstances led to Mr Hughes 

“cutting corners”. Mr Hughes should have followed the guidance around money 

laundering and other guidance concerning IVAs. The Committee determined that 

Allegations 1, 2, 3 and 4 all arise from the events of the meeting on 19 July 2007.  

Although there are four allegations, they are all linked and relate to the most unusual 

circumstances of this case. Mr Hughes did not act as he should have done but the 

Committee concluded that his behaviour did not cross the line so as to amount to 

misconduct. Allegation 8 is the only one not connected to the meeting on 19 July 2007.  

The Committee accepted Mr Hughes’ evidence that the drawing up of inaccurate 

minutes was an oversight by an employee which he had failed to notice before he 

signed the minutes. The Committee has already determined that there was, in effect, no 

meeting as neither HMRC nor Person A intended to attend. This allegation, set against 

the background to this case, cannot be said to be so serious as to amount to 

misconduct. 
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20. The Committee did not find misconduct proved so moved on to consider the lesser 

alternative. Bye law 8(a)(iii) provides that a member shall be liable to disciplinary action 

if he has breached the provisions contained within the bye laws, so allegation 9(ii) was 

established. 

 

SANCTION AND REASONS 

 

21. The Committee had regard to ACCA's Guidance For Disciplinary Sanctions and, in 

particular, section H which relates specifically to Insolvency Practitioners. It had at the 

forefront of its considerations the public interest, which includes not only the protection 

of members of the public, but also the maintenance of public confidence in the 

profession and in ACCA, and the declaring and upholding of proper standards of 

conduct and behaviour. The Committee recognised that the purpose of sanctions is not 

to be punitive, although a sanction may have a punitive effect. 

 

22. The Committee found that the following mitigating factors were present in this case: 

 

 Mr Hughes’ cooperation with ACCA throughout the regulatory and disciplinary 

process and the prompt admissions made by him;  

 The absence of any previous disciplinary findings; 

 Mr Hughes’ failings arose from carelessness rather than a deliberate 

departure from good standards or disregard of professional obligations; 

 Mr Hughes’ remorse and insight into his failings, including his admissions to 

all the charges which have been found proved. 

 

23. The Committee identified no aggravating features beyond the behaviour itself. 

 

24. The Committee first considered taking no further action in this case. It was in no doubt 

that to do so would fail properly to mark Mr Hughes’ failings and would undermine 

confidence in ACCA as a regulator. 

 

25. The Committee next considered whether the appropriate sanction would be the 

Admonishment of Mr Hughes. The allegations found proved are professional failings 

and departures from the standards expected of an ACCA member. The Committee 

determined that an Admonishment would not reflect the seriousness of such failings in 
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this case, would fail to declare proper standards of professional conduct and would 

undermine public confidence in the regulatory process. 

   

26. In all the circumstances, the Committee determined that a Reprimand for Mr Hughes is 

the appropriate and proportionate sanction to impose. It was satisfied that this sanction 

reflects the mitigating factors, marks the number of departures from good professional 

standards and properly meets the public interest in maintaining confidence in the 

accountancy profession and ACCA as its regulator. The Committee was satisfied that a 

reprimand was the appropriate and proportionate sanction in the particular 

circumstances of this case. The Committee also considered whether it would be 

appropriate to impose a financial penalty on Mr Hughes. The Committee concluded that 

it would not be appropriate: Mr Hughes made no profit for himself out of the matters 

complained of, and in the view of the Committee, a Reprimand was a sufficient sanction. 

 

COSTS AND REASONS 

 

27. ACCA claimed costs of £6798. The Committee had regard to ACCA's Guide to costs 

Orders in disciplinary proceedings and decided that it was appropriate to award costs, 

but that some reduction was appropriate in order to reflect the fact that the hearing had 

lasted for less than the allocated time of four days, and also the fact that the disputed 

allegations have not been found proved. Mr Hughes did not ask the Committee to 

reduce the amount of any costs order on the ground on his means. Accordingly, the 

Committee ordered that Mr Hughes pay the sum of £4,500 to ACCA by way of costs. 

 

EFFECTIVE DATE OF ORDER  

 

28. This order shall take effect from the date of the expiry of the appeal period unless Mr 

Hughes gives notice of appeal prior to the expiry of that period, in which case it shall 

become effective as described in the Appeal Regulations. 

 

Mr Ian Ridd 
Chairman 
8 August 2018 


