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Thank you for your letter of 13 December regarding the above regulations. 

I was pleased to have the opportunity to provide evidence to the Committee on 11 December 
and will, of course, seek to provide to you the supplementary information requested in your 
letter. 

I will address the issues raised in turn as follows: 

1. I have attached at Annex A to this letter a list of all those invited to attend the meeting 
held with stakeholders on 6 December along with a note of that meeting. This list includes 
those that attended the meeting either in person or by telephone. 

2. The evidence provided to the Committee to date sets out the comparative statistical 
analysis that has been undertaken by AiB. This applies the full range of income and 
expenditure data available through the existing Common Financial Tool and has recently 
been updated to include a broader evidence base. This analysis uses the best available 
methodology to apply common financial statement (CFS) data to the standard financial 
statement (SFS) and this includes work to compare figures to the CFS for 2019 with trigger 
figures updated in line with inflation forecasts. An overview was provided to those attending 
the stakeholder meeting on 6 December and is attached at Annex B to this letter. This 
highlights that under the CFS, total trigger figure breaches are likely to be more frequent. As 
highlighted at the Committee session, increases in trigger figure breaches may not always 
result in higher contributions (and consequently lower remaining living expenses) as 
reasonable expenditure will always be considered. 
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I recognise that the Committee has sought further information on how the switch to the SFS 
would result in debtors having more or less money to live on, including some real life 
examples. I have asked officials to explore this issue further. Further analysis drawing on 
the most recent sample of 678 cases is included at Annex C. This highlights three main 
issues that demonstrate the extent to which debtors will be better placed utilising the SFS for 
income and expenditure. 

i. The SFS analysis shows that there will be more cases with no surplus income 
and no prospect of a contribution as compared with the CFS. This means that 
individuals in exactly the same circumstances are likely to have a contribution under 
the CFS whereas they would retain these funds under the SFS. 

ii. Where there is surplus income under either tool, the analysis shows on 
average that the median monthly surplus is marginally lower under the SFS. 

iii. Over three quarters of cases (77%) see no difference in potential contributions 
whether CFS or SFS used, but of the remainder, 110 cases would see higher surplus 
income under CFS, whilst 48 cases would see higher surplus income under SFS. 

I have some reservations about presenting specific case information. Clearly this can be 
achieved and drilling down into the case sample identified here could result in the 
presentation of scenarios where an individual is shown to have more retained income. But I 
am well aware that the specific circumstances of a chosen case may point to a different 
outcome that might show an advantage in using the CFS. The key factor that the analysis 
reveals is that advantages to the debtor in terms of retained living expenses will occur more 
frequently under the SFS. 

3. The Committee has asked for like-for-like comparison of the SFS and CFS, providing 
for the same treatment for very low income individuals. The analysis to date has provided, 
as far as possible, a like-for like comparison of the SFS and CFS. Even taking account of 
the fact that the CFS has not been updated (in lieu of its anticipated switch off in April 2019), 
best efforts have been made to update this comparison by applying forecast inflation 
uprating. I feel we must bear in mind that the CFS is owned, operated and licensed by the 
Money Advice Trust and that further adjustments to the methodology behind the CFS would 
need their approval and most certainly their guidance. We can, of course, explore these 
issues further but it would not be possible to adequately address the Committee's request 
within the timescales required for this response. This matter was discussed at the 
stakeholder meeting on 6 December and the representatives from the Money Advice Service 
and Nationwide did make the point that the likely outcome of iteration to the methodology 
behind the CFS would simply result in the tools being more closely aligned. 

4. The Committee has been provided with the trigger figure values available for both the 
CFS and SFS and I am happy to share with you a graphic that explains the differences 
between the CFS and SFS in terms of categories of expenditure. This is included at Annex 
D. The Money Advice Service has explained the rationale for these changes. As an 
example, travel costs have been moved from a separate triggered category to one of the 
SFS fixed costs. The rationale here is that travel is acknowledged to vary significantly 
dependent on circumstances and location and is recognised as being a category of 
expenditure that is challenging to support with evidence. Consequently, the application of a 
trigger figure was considered to be inappropriate and inflexible, since "trigger figures" work 
when it is possible to provide an amount that will suit the majority of circumstances. 
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Following stakeholder engagement, other modernising changes have included the merging 
of telecommunications and leisure expenditure - recognising that this outlay is increasingly 
associated to a single contract or package. 

5. The Committee has requested the written representation that has been received from 
PayPlan and Christians Against Poverty. Dr Dennis' letter to the Committee of 9 November 
included a statement providing very clear indication of PayPlan's commitment for the SFS 
and no further representation has been made. However, I am certain that PayPlan would be 
willing to set out its position in writing to the Committee. I have set out below further specific 
representation that has been made by Christians Against Poverty: 

"Christians Against Poverty is very supportive of the introduction of the Standard Financial 
Statement. CAP plans to adopt the SFS to prepare budgets for our client as soon as we are 
able to make the development changes to our bespoke IT distribution system." 

6. I am not in possession of specific statistics on the level on non-statutory debt 
management plans that have been put in place in England and Wales. These figures are not 
published and to the best of my knowledge there is no accurate data on this. However, 
indicative evidence suggests that these arrangements outweigh the statutory debt solutions 
recorded. In 2016 the Financial Conduct Authority estimated that there were 400,000 people 
on commercial debt management plans in the UK. The Money Advice Service has indicated 
that their expectation is that in the region of 90% of money advice organisations will have 
adopted the SFS by April 2019. Although I am unable to present specific statistical data, the 
evidence available suggests that the use of the SFS in debt management plans will be wide
spread and involve high case volumes. 

7. AiB collects information on all the decision reviews undertaken and a breakdown of 
those considered over the past 3 years on debtor contributions has been included at Annex 
E to this letter. 

Turning to the Committee Members' ongoing concerns that have been summarised in your 
letter. AiB undertakes a bi-annual independent survey of customers, including those that 
have been involved in insolvency proceedings. This focusses on the quality of service that 
has been received from the Agency but the survey provides scope for any concerns to be 
raised on any aspect of their exposure to the insolvency system. The results are published 
and the results of the latest survey exercise are being collated for publication early in the 
New Year. The high level summary that has been obtained from the researchers indicate 
that 92% of debtors (based on the sample of 498 survey returns) who had had some level of 
contact with AiB noted their satisfaction with these contacts. Levels of dissatisfaction with 
the overall service provided by AiB were minimal across audiences - including only a 3% 
dissatisfaction rate for debtors. AiB also hosts open stakeholder events each year and there 
is no restrictions on those that can attend. It is also embarking on a specific research 
exercise to obtain debtor feed-back on the bankruptcy process - with a particular focus on 
those that have entered bankruptcy through the minimal asset process route. AiB is keen to 
learn more about the user experience and any barriers encountered, including those relating 
to the application fee as previously discussed with the Committee in connection with 
Bankruptcy Fees Regulations, in order to access this solution. 

AiB has undertaken full public consultation on the future of the Common Financial Tool. It is 
fair to say that in common with other consultations undertaken, those that come through 
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bankruptcy process tend not to provide a response. To that extent, AiB does take account of 
the views of the advice sector which often reflects issues raised by their clients. 
I feel that a significant exercise has already been undertaken to analyse and forecast the 
potential impact on debtors resulting from the switch to the SFS. This has been explored 
further in this letter and the attachments. I have acknowledged the fact that I am open to a 
future review of the mechanisms adopted to assess contributions in statutory debt solutions. 
However, based on the evidence that I have alluded to, I do not believe that a further review 
of the existing tool is required prior to a decision to implement the new tool. The CFS and 
SFS are similar in nature and the Money Advice Service and Money Advice Trust both view 
the development of the SFS as an evolution and improvement on the CFS. 

I agree with Members that it is important that the tool in use adequately reflects a Scottish 
context. The SFS Governance Group is in place to oversee the ongoing operation of the tool 
and there is strong Scottish representation through Money Advice Scotland, Citizens Advice 
Scotland and AiB to ensure that any particular concerns are highlighted and addressed. In 
this regard I would see advantages in terms of stronger Scottish representation in the 
governance of the SFS as compared to the CFS. 

At both the stakeholder meeting and the evidence session on 11 th December, I emphasised 
the importance of non-statutory guidance and the need for flexible and pragmatic operation 
of whichever mechanism we have in Scotland. The stakeholder session was extremely 
helpful in drawing out that many of the concerns raised were in relation to the operation of 
the Common Financial Tool rather than the nature of the tool itself. I consider that it would 
be inappropriate for me to participate in or oversee meetings of the Common Financial Tool 
working group, as these discussions would very likely pick up on specific case related 
circumstances. However, I would hope that the commitments I have made during the 
evidence session and in the actions taken to see that appropriate revised guidance is 
progressed apace, provide Members with a large degree of comfort over the priority that I 
attach to this. I will be happy to provide the Committee with the finalised Guidance once 
agreed by the working group and expect this to be available early in the New Year. 

Finally, having reflected on the official report of the evidence session on 11 December, I note 
that Mr Beattie had raised the question of organisations providing debt advice in Scotland as 
compared to those that operate both north and south of the border. John Cook indicated 
that statistics are retained and this information is being collated. A summary breakdown of 
organisations involved and activity will be provided as soon as possible. 

I hope that this response is helpful. 

JAMIE HEPBURN 
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Annex D - CFS/SFS Expenditure Categories 

CFS Flexible Categories 

Travel 

• 

• 

SFS Fixed Costs 

SFS Categories 

Housekeeping 

Newspapers/Magazines 

• 

• 

• 

To1lemes/Cloth1ng 
& footwear 

Housekeeping 

Other 

Vet bills/pet insurance 

Repairs/Home maintenance 

School meals/Meals at work 

School uniform/School trips 

Dentist/Optician/Prescription 

Hatrdres11ng 

• 

• 

Personal 

Phone 

• 

Communications 
& leisure 
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CFS 'Travel' 

Moves in its entirety to 
SFS Fixed Costs 

CFS 'Housekeeping' 

Newspapers/mags to 
Comms & Leisure 

Toiletries and Clothing & 
footwear to Personal 

CFS 'Other' 

Majority moves to 
Comms & Leisure 

Pet. school meals. 
repairs expenditure to 
Housekeeping 

Health-related categories 
move to Fixed Costs 

Hairdressing to Personal 

CFS 'Phone' 

Moves in its entirety to 
SFS Comms & Leisure 



Annex E - AiB Decision Review Activity - Debtor Contribution Orders 

Review reauest reqardinq DCO amount determined 

From debtor From creditor 

Upheld and Upheld and Upheld and 

amount Decision amount Decision amount 

amended Not upheld pendina amended Not upheld pending amended 

April 2018 to date 2 11 2 0 0 0 0 

2017/18 

2016/17 

4 10 0 

1 15 0 

Scottish Ministers. special advisers and the Permanent Secretary are covered 
by the terms of the Lobbying (Scotland) Act 2016. see www Jobbviog scot

St Andrew's House, Regent Road, Edinburgh EHl 3DG 

www.gov.scot 

0 

0 

1 

3 

(�) 
IX\ r,S1'1\1! IN 1'1-!0l'l.!: 

0 

0 

�\. A8ov
,,. 

'-1. 

1,w� Q"' �v\ .. � ta(l:1
()ISA'&\;, 

0 

2 

From trustee 

Decision 

Not upheld pending Total reviews

1 0 16 

1 0 16 

2 0 23 


