
CONSULTATION QUESTIONNAIRE
Low Income, Low Assets - a new route into Bankruptcy

Your details

Name Graham K Blount

Job title (if applicable) Parliamentary Officer

Organisation (if applicable) Scottish Churches Social Inclusion Network

Address 43-45 High St, Edinburgh

Postcode EH1 1SR

For the purpose of analysing responses, it would be helpful if you would also indicate the
capacity in which you are completing this questionnaire, please tick as appropriate.

Advice Sector Legal Body

Business Professional Body

Individual Statutory Body

Insolvency Practitioner Other (Please Specify) Yes: Faith-based Network

Questions

la Do you agree with the proposal to treat someone in receipt of an income based Social
Security benefit as having no income for the LILA scheme?

Yes

Ib Do you think £100 (gross) is the appropriate level for the purposes of calculating low
income?

No

Ic If not, please state what you would consider to be the appropriate level e.g. £150, £200,
and why?

£200: Debtors with income under £200 are unlikely to be able to benefit from the DAS,
and are -therefore likely to be caught in the debt trap which the LILA provisions are
intended to address.

Id How should the level determined be calculated, e.g. gross income at date of application or
gross weekly income averaged over 6 month or 12 month period?

It seems sensible to consider income over a period, without that period being so long as to
give too much weight to previous income which no longer applies. 6 months seems
reasonable.

le Should Child Tax Credit be disregarded in the calculation of income?

Yes

If Should any other benefits or tax credits be disregarded in the calculation of income?

Yes



Ig If so which benefits or tax credits should be disregarded?

Child Benefit, housing benefit and disability benefits (which are intended to meet specific
expenditure).

2a Do you think £1,000 is the appropriate level for the purposes of calculating assets?

No

2b If not, please state what you would consider to be the appropriate level, and why (for
example, linking to other limits in use in diligence).

While linking the figure to the figure used in realisation of assets for bankruptcy is
sensible, this figure (last revised in 2002) should be increased to £1,500.

2c Should excluded assets only be those which would be excluded from bankruptcy?

Yes

2d If not, which other types of assets should be included or excluded?

N/A

2e Do you agree that anyone who owns their own house or other property should be excluded
from the LILA scheme?

No

2f If not, why? "•:•*'•••

While the debtor's house may be at risk in bankruptcy, owning one's home should not debar
people from using the LILA process, especially since the home may not be a realisable
asset (eg through negative or minimal equity). However, a clear health warning about the
risk of losing one's home in bankruptcy should be part of the application process.

3a Should there be a different debt threshold for LILA applications?

Yes

3b If so, at what level should it be set and why?

£1,500: While this may not add many to those eligible, the debt to income ratio for low
income debtors would make debts of £1,500 substantial and beyond any likely possibility
of repayment.

4a Do you agree that a simple on-line process should be the usual means of applying for
bankruptcy through the LILA scheme?

Yes/though a hard copy alternative should be available, and the process should include
signposting towards free independent advice.

4b If not, what forms of applications should be allowed and why?

N/A

4c Do you think that the proposed £50 fee is reasonable?

No



4d If not, what kind of fee structure would be appropriate? (please consider issues such as
deterrence, consistency with other applications, waivers for specific groups of debtors,
higher costs of administering hard copy applications)

In the circumstances of the poorest debtors, setting any fee seems contradictory to the
purpose of the process. Given the suggested figure of £50, any system of "hard case"
exemptions or waivers could cost more to administer than might be raised.

4e Do you agree that a Statutory Declaration by a debtor should be sufficient for a debtor's
application?

Yes. (We assume that existing legal remedies would be available to creditors and the
Accountant in Bankruptcy in the event of fraud)

4f If not, what else should be required and why?

N/A

4g Do you have any other suggestions for the LILA process which you would like us to
consider?

As indicated above, there should be clear signposting towards advice provision before
applications are submitted

Might debtors be asked what steps they have taken to come to an arrangement with
creditors, possibly along with the possibility of slight delay where the Accountant in
Bankruptcy believes such an informal arrangement might be possible?

Should there be a minimum period of indebtedness (eg three or six months since the first
default)? Should there be another option (as envisaged by the working group) for those
whose LILA status is likely to be temporary?

While bankruptcy (and therefore LILA) is personal, it may be hard in some circumstances
to unscramble personal income and assets from household income and assets.

5a Do you agree that there should there be a delay between the date of application and an
award of bankruptcy?

Yes

5b If no, why not? N/A

5c If yes, is 5 weeks a reasonable period of delay?

Yes, but see 5d below.

5d If you do not agree that 5 weeks is a reasonable period, what alternative would you
suggest and why?

21 days would be preferable, as parallel to the DAS provision.

5e Should the debtor be able to withdraw their application during this period?

Yes

5f Should the creditor be entitled to object to an application during this period?

Yes (though it is not clear what effect such objections might have, and how they might be
dealt with)


