
 

 

Dear members of the committee, 
 
As the owner and secretariat of the Standard Financial Statement (SFS), we felt it appropriate to 
respond to the committee in light of your letter of 13th December to Jamie Hepburn MSP, Minister for 
Business, Fair Work and Skills.  
 
The letter outlines several concerns held by members of the Committee and states that you are not yet 
convinced that moving to the SFS is in the best interest of debtors in Scotland.  We wanted to address 
these concerns and have below provided some further clarification on three areas relating to the SFS:  

- Benefits of the SFS 

- The Spending Guidelines 

- Commentary on the timing of this transition 

 
Benefits of the SFS 
 
The SFS has been an industry-wide effort to build on the good practice that the Common Financial 
Statement (CFS) established and, at its heart, support customers in need of debt advice, including the 
700,000 over-indebted households in Scotland.  We feel very strongly that adopting the SFS into the 
Common Financial Tool is in the interests of the Scottish debt advice sector and wish to outline some of 
the positive reasons for doing so.  
 
Improving the Customer Journey 
 
The primary driver for the development of the SFS was that, for a long time, the debt advice customer 
journey has not been as effective as clients deserve. Many clients have to engage with multiple 
creditors, often going through affordability assessments multiple times but with slightly different 
frameworks. 
 
The goal of the SFS, in having a standardised version, is to ease that journey and many large financial 
services creditors have built, or are in the process of building, the SFS into their systems. Several non-
financial services creditors have also adopted the SFS. By sharing the same language and framework 
across the sector, we are providing a platform for the customer to complete one process and be able to 
share the results with multiple organisations. 
 
Most large creditors operate UK-wide and so if Scotland took the decision to continue to utilise the CFS 
then this disruptive journey for the customer would remain, causing extra time spent and friction for 
Scottish debtors and advisers.  
 

 
 
  



 

 

 

For debt advice agencies and debtors, Scotland has led the way in building a consistent approach to 
assessing affordability in formal solutions via the Common Financial Tool. Informal solutions however, 
such as debt management plans, are not current assessed consistently in Scotland. Adopting the SFS will 
resolve this issue for all debtors, whether they choose a formal or informal debt solution.  
As a practical example, if a debtor was to seek advice via Payplan, they will be assessed under the SFS. 
Should they elect to apply for a formal Scottish debt solution however, they will have to be reassessed 
under CFS, creating additional work for Payplan and frustration and confusion for the debtor.    
 
Wider and Representative Governance  
 
In developing the SFS, we have built a tool that can be utilised across the entire sector and all nations of 
the UK. We broadened the governance to include the founders of the CFS – the Money Advice Trust, 
British Bankers Association (now UK Finance) and Finance and Leasing Association – alongside debt 
advice charities, creditor trade bodies, major banks and insolvency authorities such as the AiB. 
 
It was vital that Scotland had strong representation on this governance group to ensure the tool’s 
relevancy with the different demographics, advice provision and statutory solutions. Currently, of our 
active governance group members 86% operate in Scotland, 14% of whom do so exclusively.  
 
Throughout this process we recognised only one area of the SFS that was not suitably representative. In  
the list of debts there is a column to mark if a debt has a CCJ listed against it – we acknowledge this is 
accurate only to the English system as the Scottish equivalent would be a decree. At the last SFS 
Governance Group it was agreed that, with the passing of these regulations, we would update the 
column to say ‘CCJ / Decree’ to ensure it reflects the Scottish legal system equally. 
 
Sector-wide Usage 
 
The landscape of debt has changed significantly in recent years. While the CFS served the debt advice 
sector and consumer credit industry well, more clients are now seeking help with priority debts such as 
council tax arrears, benefit overpayments and utility debt. The SFS has helped engagement with these 
sectors and great progress is being made. For example, the SFS was cited as good practice in the recent 
NAO report on Government debt collection and almost 200 Local Authorities have signed up to the SFS 
across the UK. 
 
As the SFS continues to grow we would utilise this to assist advisers and debtors in having efficient and 
effective communication with these organisations. There is still a good deal of work that needs to be 
done to realise these benefits but MAS, through the promotion of the SFS, is committed to achieving 
them.  
 
 
 



 

 

 

Continuous Improvement and Development 
 
The SFS is not static and is subjected to continuous improvement based on evidence and developments 
in best practice and technology. Its common format and structure also acts as a platform that other 
technology and improvements can be added to.  
 
For instance, we are currently developing the ability to aggregate data using open banking to populate 
the SFS with information directly from the transactional data of someone’s bank account. While this will 
be optional and of course require the client’s consent, it would result in a more accurate income and 
expenditure, new ways of evidencing expenditure and further time savings.  
 
Format and Categorisation 
 
In transitioning to the SFS a great deal of consideration was taken for the different categories and 
various refinements to make the flow of the financial statement easier to work through for advisers and 
clients and providing the appropriate levels of detail to all parties with the least administrative burden.  
 
For instance under the CFS the ‘Other’ category within the flexible expenditure items often resulted in 
queries and further explanation required as creditors wanted to know what ‘other’ consisted of. In 
order to reduce these time-consuming queries, we chose to split the items within this category: some 
like school uniform were considered fixed costs, others like vet bills were added into housekeeping, 
while most became part of the communications and leisure category.  
 
Feedback from advisers using the SFS has been particularly positive around the improved ‘flow’ of the 
SFS compared to the CFS.  
 
 
Spending Guidelines 
 
We recognise the committee’s question on whether debtors would have more to live on under the SFS 
than the CFS. Ensuring that customers are able to maintain a reasonable standard of living while 
following a debt solution is critical and something which the SFS aims to help all clients with. Doing so is 
not only in the best interests of households in the long term but also brings greater returns for 
creditors, a point which creditors are increasingly taking on board. 
 
However from my own personal experience of being a debt adviser and from the testimony of the wider 
debt advice industry that the committee have heard, for those on the lowest incomes this can be a 
significant challenge. Some customers present themselves to advisers with an income that simply 
cannot provide for a reasonable standard of living. No financial statement format can resolve these 
issues on its own. 



 

 

 

We want to make sure that given the varied, complex and often vulnerable circumstances that over-
indebted households experience, that the methodology behind the construction as well as the use of 
the spending guidelines provides the appropriate flexibility and structure to help all customers. 
 
However, the question the committee have asked cannot be answered accurately as it would rely on a 
misinterpretation on the proper use of the SFS spending guidelines.  
 
The spending guidelines are not allowances. This is the most crucial distinction that can often become 
lost. The methodology in using the Living Costs and Food survey roots itself in understanding the real-
life expenditure for households in the fifth quintile. Removing outliers, it comes to an aggregated 
average, the result of which being a statistically derived view of typical expenditure. It does not make 
any value judgement on what is a ‘reasonable’ household expenditure.  
 
This methodology is built to match how the results should be used. Properly applied spending guidelines 
allow advisers to approach their client with no judgement or preconceived notion of what that 
household should or should not be spending before understanding that household’s individual 
circumstances.  
 
By having spending guidelines rather than allowances the position of the adviser is to help work through 
the financial statement with the client to test and verify all the different parts of the financial 
statement, whether fixed or flexible, to help the client understand the type of budget they need in 
order to move forward. An adviser will seek to understand a customer’s actual expenditure and work 
with them to establish a reasonable expenditure (or at least as reasonable as possible based on their 
income). The spending guidelines provide a marker of typical spend at the end of this process. Where 
the expenditure is above the spending guidelines then it allows the adviser to pre-empt that creditors 
would want additional explanation and where possible evidence. This in turn helps to streamline and 
simplify the process. 
 
There is great strength in the proper application of this approach, including the greater flexibility and 
removal of value judgement being placed on those whose expenditure, with good reason, is higher than 
typical. 
 
Both the SFS and CFS utilise a similar approach to spending guidelines, in both cases with no allowance 
or upper limit. A customer should under both tools be able to have the same level of expenditure, the 
only difference would be whether some of that expenditure would need to be explained or evidenced. 
As the AiB’s recent modelling has shown, under the SFS less customers will need to provide that 
explanation or evidence.  
 
  



 

 

 

The timing of these regulations 
 
We are aware that the committee have expressed concerns over the timescales of these regulations. 
We strongly believe that adopting the SFS is the best approach moving forwards – a sentiment shared 
by the Money Advice Trust in their desire to wind down the CFS – irrespective of external factors. That 
being said, further delay or rejection of these regulations would result in considerable additional costs 
for debt advice provision in Scotland. 
 
By 1 April 2019 it is expected over 90% of debt advice clients will receive advice utilising the SFS across 
the UK, making it the industry standard. Our supply of debt advice survey estimates that three quarters 
of advice provision in Scotland is carried out by firms operating across the whole of the UK,  so 
continued use of the CFS in Scottish statutory solutions will require workarounds or maintenance of two 
systems. This will increase administrative costs.  
 
We do recognise that the transition to the SFS would require agencies operating only in Scotland to 
receive training on the tool within a short period of time. However, we are happy to assist by providing 
both physical events in Scotland alongside a webinar that will allow us to help guide advisers on the 
changes and engage with any additional questions they may have. A recording of the webinar will be 
published online for anyone wishing to view it. This would be in addition to our online interactive 
training and a monitored inbox for any additional queries.  
 
We understand there have been calls for the CFS to have its spending guidelines uprated in line with 
adjustments the SFS took for its 2018 guidelines as an interim measure. We would caution that in the 
short-term this would add extra cost to advice provision in Scotland and fail to realise the benefits of 
the SFS. 
 
We welcome the review of the CFT and will treat any results and insights into either the CFS or SFS with 
the highest regard not only for the benefit of debtors in Scotland but also throughout the entirety of the 
UK. 
 
Should the committee wish to engage more on the direct question of comparing the CFS and the SFS 
then we would be more than happy to meet with members individually or at another session. 
 
Best Regards 
 
Daniel Kelly  
Coordination and Engagement Manager - SFS Lead 
Money Advice Service 
 


