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Introduction
1.

R3, the Association of Business Recovery Professionals, is the leading professional association for
insolvency, business recovery and turnaround specialists in the UK. It promotes best practice for
professionals working with financially troubled individuals and businesses. It has UK-wide
representation and debates key issues facing the profession. Most insolvency practitioners (IPs)
operating in Scotland are members.

2.

The Association’s Scottish Technical Committee (“STC”) welcomes the opportunity to respond to the
consultation on the Future of the Common Financial Tool.

3.

The STC has previously commented on the need for flexibility and the ability to use discretion in
determining a contribution, nothwithstanding the application of a standard format for calculation.

4.

The Scottish Government’s policy for the introduction of the Common Financial Tool was to ensure
equal treatment of all debtors across all debt solution procedures. Assuming that the SFS is adopted
widely by stakeholders irrespective of the availability of other guidelines in the rest of the U.K., if the
SFS is adopted in Scotland, there would be a degree of consistency across the U.K.. We understand
that if the SFS is not adopted in Scotland, CFS will require to be maintained for a period of time, until
a suitable replacement can be found. In these circumstances, it makes sense for the SFS to be
adopted in Scotland, whether or not the rest of the UK decides to follow suit.

Comments
5.

The Committee is of the view that there is merit in the adoption and application of a single tool across
the U.K. to assess a debtor’s income and expenditure. This should ensure consistency of approach,
while ensuring sufficient flexibility to reflect the specific geographical and domestic circumstances of
the debtor.

6.

In general, we are in favour of adopting the Standard Financial Statement (SFS) as guidelines which
offer flexibility to use professional judgement and discretion in assessing individual debtor
circumstances.

7.

We are mindful of the fact that separate consultation is ongoing regarding the use of the common
financial tool in the Debt Arrangement Scheme (DAS) and issues have also arisen in relation to
protected trust deeds (PTDs). We believe it is important that these are kept in mind so there is an
integrated approach. In this context, we wonder whether the assumption that there will be little
difference in contribution levels under the SFS is correct? We have been made aware of an exercise
carried out on a small sample of cases where out of 15 cases, 11 re-assessed under the SFS resulted
in an increased contribution of between £2 and £157 and an average of £60.85. This is clearly a
small sample only. Even if this does reflect a general trend, we do not consider it should necessarily
militate against the adoption of the SFS, particularly if the existing CFT will in future not be supported.
We suggest consideration needs to be given to whether potentially higher contributions under the
SFS might affect the viability and success rates of PTDs and/or DAS. In this respect, we consider
that the point made in the previous paragraph regarding flexibility and discretion is key.

8.

IPs and Money Advisers in Scotland have been using the Common Financial Statement (CFS) since
2015 and therefore have experience of transitioning from previous guidelines to a new single tool.
However, the introduction of CFT in 2015 meant that a significant number of cases paid a lower or
no contribution on appointment or assessment. If per s7 above, the application of the SFS results in
an increased contribution, expectations surrounding its introduction and use will have to be signalled
clearly and managed accordingly.

9.

Making the necessary changes to systems, software and procedures is not anticipated to be much
of an obstacle to the introduction of SFS in April 2018

10.

Certain assumptions made in the consultation document in respect of providing consistency and
assurance for the money advice sector and creditors that a debtor will be making the appropriate
contribution towards their debt cannot be guaranteed. We suggest that these are properly tested
using all the necessary information.
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To ensure the Scottish perspective is taken into consideration, we suggest that the AiB have input
into the updating of the trigger figures as and when these are made.
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Annex B
CONSULTATION QUESTIONS

Annex
QUESTIONS
1.

Yes

Do you agree that the Standard Financial Statement (SFS) should be
adopted in Scotland as the new Common Financial Tool?
No

Don’t know

Qualified in comments above.

If you answered ‘No’ to Q1 - please go to Q3
2.

Yes

If introduced, should the SFS be used in the review of existing
contributions which were not originally determined using the SFS?
No

Suggest same process be adopted as was used with the
introduction of the CFS.

If you answered ‘No’ to Q2, what would be the appropriate method for reviewing
the contribution amount?
Answer: ___________________________________________________________

Please now go to Q5

3.
For what reason(s) do you believe the SFS is not the appropriate tool for
Scottish statutory debt management and debt relief solutions?

all

Please provide information and any evidence that supports your reason(s).
Answer: ______________n/a_____________________________________________

4.

What do you consider an appropriate method for determining a debtor’s
contribution for a Scottish statutory debt management and debt relief
solution?

Please provide information and any evidence that supports this and detail who
you consider should manage and fund this process.

Answer: _____________________n/a______________________________________
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If the SFS is to be introduced from 1 April 2018, will you be able to make
any required changes to your IT and other operating systems, in time to
use the SFS from this date?

Yes

No

If you answered ‘No’ to Q5, how long after 1 April 2018 do you believe you will be
ready to use the SFS?

Up to 3 months

3 to 6 months

a longer period (Please specify) ______

