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Further to my appearance on 6 November 2018 to provide evidence to the 
committee on the CFT (Scotland) Regulations 2018, I am sending this submission as 
requested to provide information regarding a potential review of the CFT and options 
for a different system. 
 
Potential Review of the CFT  
 
The Debtors’ Experience 

As I advised in my evidence, no engagement has been carried out with debtors nor 
has there been any research, to my knowledge, of the impact of living within the 
confines of the CFT spending triggers. As an adviser, I see clients that break their 
arrangements or disengage from the advice process because when something goes 
wrong – an adverse benefit decision is made, an item of furniture needs replaced, an 
unexpected school trip needs funded – they do not have the means to deal with the 
situation they find themselves in. We ask them to use most, if not all,of their 
disposable income to pay their debts and leaving them unable to build up any 
resilience. In those cases where the client does not disengage but contacts us for 
further support, we often find ourselves having to turn to charitable assistance or the 
Scottish Welfare Fund. Understandably, clients are often uneasy or embarrassed 
about the need to rely on charitable/discretionary funds.  
 
In my experience, debtors would prefer to be given the capacity to deal with the 
situation themselves. Obtaining debt advice in and of itself can be disempowering as 
clients often see the inability to manage their debt or finances as a personal failing; 
to then have to continue to rely on the advice agency for help whenever something 
goes wrong does not alleviate this. Furthermore, our advisers would like to be 
building financial capability with the clients who we work with but we can’t do this if 
they have no funds available to build up a buffer. Although the CFT allows for a 
savings contingency this is capped at 10% of disposable income up to a maximum of 
£20 a month. For most debtors, their contingency will therefore be far less than £20 
and in many cases is negligible. 
 
There is also no research as far as I am aware of how many debtors enter statutory 
debt solutions and then fail to maintain their ongoing liabilities. For participants in the 
Debt Arrangement Scheme (DAS) this can lead to revocation, for those in 
sequestration this can lead to delayed discharge and for trust deeds it can lead to 
conversion to sequestration. However, this is only likely to occur where the AiB is 
notified that the client is not maintaining their ongoing liabilities. In my view, any 
review should look into this further as it would be an indication that the CFT may be 
too restrictive. 
 
A Reasonable Standard of Living? 
The question of whether the CFT provides a reasonable standard of living is 
potentially subjective. However, I would argue that if it is does then it is entirely 
incidental as this is not the driving force behind the methodology for either the CFS 



or the SFS. Both of these tools are designed to provide a standard of living based on 
the lowest quintiles regardless of whether this is a reasonable standard. There is 
therefore grounds to investigate this further. As mentioned in my evidence, the risk of 
material deprivation (in line with the definition used in the Child Poverty (Scotland) 
Act 2017) as a result of the CFS and SFS is high as neither allow for the debtor to 
save £10 (regardless of income), take a holiday away from home each year, or 
spend something on themselves each week. There is a clear link between material 
deprivation and poor mental health and wellbeing. There is therefore a risk that if 
these pieces of legislation are not considered in tandem the CFT regulations could 
make it more difficult to reach the Scottish Government’s Child Poverty targets. 
 
The Transparency of the System 
As a condition of obtaining a licence to use either the CFS or the SFS an agency 
must agree not to make the figures used in calculating acceptable income (known as 
trigger figures) public. The cited reason for this is the fear that debtors will simply 
claim the maximum allowance for each category. As I stated in my evidence, I am 
unclear why there is such concern that debtors will aim to have a standard of living 
that is based on the lowest quintiles. If a client was well below these triggers should 
this not be more of a concern? But more importantly, why is there a need to treat 
debt advice clients alone with this lack of trust? Clients who are advised of the points 
system for personal independence payment (PIP) or housing allocations do not then 
present themselves in the way to get the most points, why would debt clients be 
expected to claim the maximum allowance? 
 
As I explained to the committee, the debt advice process is necessarily highly 
intrusive. We ask the client for their household details, income, expenditure, health 
issues, employment history, address history, creditor details, banking details, details 
of all their assets. Not only that but we must ask them to evidence as much as 
possible the position regarding their creditors, their income, their expenditure and the 
status and value of all of their assets. Most debt clients approach our service with an 
element of shame, embarrassment and helplessness. We work hard to build their 
trust, to explain the reasons we require all of this information and to be as 
transparent as possible about the work we will carry out on their behalf. However, 
when it comes to breaches of trigger figures we can only advise the client that there 
is a breach. We can’t advise them how much they need to reduce their spending by, 
only that it needs to be reduced. Incidentally, this will also make it more difficult to 
engage debtors in any reviews as they are not aware of the specific spending 
confines they have to stay within. 
 
Options for an alternative system 
As stated in my evidence, if the system is to provide a reasonable living standard 
then I believe that this must be built into the tool from the outset. The Insolvency 
Service of Ireland relies on a consensual budgeting model which then arrives at a 
consensus about what is needed for a reasonable standard of living. The client’s 
spending allowance is then composed of the cost of these items (“set costs”) plus 
their mortgage/rent costs (uncapped) plus any childcare costs (uncapped) plus any 
costs arising due to special circumstances, e.g. disability or old age. The allowance 
set for “set costs” depends on the number of adults, age and number of children and 
whether a car is owned by the client. 
 



In any event, to resolve the concerns around whether the tool provides a reasonable 
living standard, any work to replace the system would need to: 
 

1. Identify a measure that provides a reasonable standard of living for a single 
person 

2. Identify the multipliers required for further adults and children 
3. Identify the multiplier required for those who drive as opposed to using public 

transport 
4. Adequately address the issue of further spending required as a result of a 

protected characteristic such as disability 
 
For points 1-3, the work already done by both the Insolvency Service of Ireland and 
the Joseph Rowntree Foundation to establish an acceptable/minimum income 
standard may be of use. The targets and definitions set within the Child Poverty 
(Scotland) Act 2017 should also be considered to avoid frustrating efforts/assist the 
work to reach the targets set within this Act. 
 
For point 4 – an approach similar to Ireland’s could be used where this is an 
uncapped amount or the view could be taken to provide an allowance up to the value 
of any disability benefits received since these amounts are paid for the purpose of 
alleviating the extra costs associated with a disability . 
 
A note on guidance 
As was discussed at the committee session, the system we currently use to calculate 
disposable income (Common Financial Statement) in all cases, is accompanied by 
guidance where the client enters a statutory solution (Common Financial Tool 
guidance). This guidance must also be considered when considering the impact of 
the tool on debtors. Below, I list two examples where I believe there is an element of 
unfairness and a risk of poverty being exacerbated by the guidance. 
 

a. Treatment of Guarantee Pension Credit recipients with private income 
For the purposes of insolvency, legislation states that no contribution can be 
taken from social security benefits. However, if a client’s income contains an 
amount that is not a social security benefit, e.g. a private pension, a contribution 
can be taken up to the value of this payment. This is regardless of whether the 
individual still requires an element of guarantee pension credit to reach the 
personal allowance set by the DWP. Simply by virtue of having a private pension 
they are put in a more vulnerable situation where they may be asked to live on a 
lower income than someone whose sole income is benefits. 
 
b. Treatment of Child Maintenance 
For the purpose of social security benefit calculations, child maintenance has 
been excluded as income for over 8 years, as this is a payment for the child’s 
benefit. Conversely, the AiB is of the view that child maintenance payments 
should be viewed similarly to a private pension (see a. above). Therefore, where 
a client’s only income is social security benefits plus child maintenance a 
contribution can be taken up to the value of this payment. This seems 
exceptionally unfair and has in our agency prevented at least one client from 
pursuing this route due to the impact it would have on her children and their 
father. 



 


