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FINANCIAL GUIDANCE AND CLAIMS BILL 

Supplementary Memorandum from the Department for Work and Pensions & 

HM Treasury to the Delegated Powers and Regulatory Reform Committee 

 

A. INTRODUCTION 

1. This memorandum has been prepared for the Delegated Powers and Regulatory 

Reform Committee to assist with its scrutiny of the Financial Guidance & Claims 

Bill (“the Bill”). It supplements the memorandum of understanding originally 

provided to the Committee on 30 June, 2017. The Bill was introduced in the House 

of Lords on the 22nd June 2017. 

 

2. This memorandum outlines an additional Clause in the Bill which has been 

proposed by way of a government amendment. The new Clause would enable the 

Secretary of State to make regulations by statutory instrument to establish a debt 

respite scheme. The memorandum explains why the amendment has been 

proposed and how the Secretary of State will be expected to use this regulation-

making power. 

B. ADDITIONAL DELEGATED POWER 

Amendment to insert a new Clause – “Debt respite scheme: regulations” after 

Clause 4 

Power conferred on: Secretary of State 

Power exercised by: Regulations made by statutory instrument 

Parliamentary Procedure: Affirmative procedure 

 

Context and purpose 

3. The new clause “debt respite scheme: regulations” should be read together with 

another new clause inserted alongside this – “Debt respite scheme: advice to the 

Secretary of State”. Together, these amendments have the effect that once the 

SFGB is established, the Secretary of State must seek advice from it on the 

design of a debt respite scheme. The matters the advice will extend to might 

include – but are not limited to – which organisation is best-placed to operate the 

scheme, what debts the scheme must cover, the specific protections the scheme 

must provide and how a repayment plans should be set up and administered. 

4. This advice must be received within 12 months of the SFGB’s establishment. On 

receipt of this advice, the Secretary of State may make regulations to establish a 

debt respite scheme, taking into account to the advice of the SFGB. 

5. A debt respite scheme would consist of two elements: (1). a “breathing space” 

scheme, whereby someone in serious problem debt may apply for temporary 
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statutory protection from additional enforcement action and charges by their 

creditors, and, where appropriate (2). a statutory debt repayment plan which 

would extend these protections to debtors whilst they repay their debts to 

creditors in a manageable way. 

6. The 2017 Conservative manifesto committed the government to establish such a 

scheme consisting of these two parts. The rationale for this policy is to give 

heavily-indebted individuals the time to assess their position and get their affairs 

in order, whilst providing an incentive to seek regulated debt advice to help them 

form a plan to repay their multiple debts in a manageable way. 

7. The government will, over the coming year, undertake significant policy 

development work on the design of this debt respite scheme. However, given the 

SFGB’s central role going forward in improving outcomes for indebted 

consumers, it is sensible for it to provide the government with advice on the 

design of certain aspects of the scheme before regulations are made to establish 

it. This advice will be published to ensure transparency. 

Justification for delegation 

8. The development of the debt respite scheme is complicated and requires 

significant research, policy development and extensive consultation with the debt 

advice sector, creditors and the wider public. This scheme was a key 

commitment in the 2017 Conservative manifesto which aims to support 

vulnerable people who are struggling with serious problem debt. As such, it is 

critical the government takes the time to get this policy right in all its detail. 

9. At this point in time, however, policy development on a debt respite scheme is at 

an early stage. The government has, however, set out a clear and robust plan for 

taking this design work forwards, as well as an ambitious timetable for this work 

to take place. 

10. On 24 October 2017, the government published a wide-ranging call for evidence 

on the design of the scheme, asking for views on how indebted individuals should 

be able to access the scheme, how the scheme’s protections could work for both 

debtors and creditors, and how to administer a statutory debt repayment plan. 

Following this, the government will consult on a specific policy proposal in the first 

half of 2018. The advice from the SFGB will supplement this policy design 

process, and ensure the final proposal is appropriate and works well for indebted 

consumers. 

11. This plan is robust and will ensure the resulting scheme is properly designed to 

benefit consumers in problem debt. It would be a mistake to pre-judge this policy-

making process by setting out specific details of the scheme in primary legislation 

at this stage before the different options available can be properly assessed 
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against the responses to the call for evidence and further details of scheme 

design are properly consulted on. 

12. In addition, it is likely that specific design features of the scheme will need to be 

adapted in the future - both to reflect the changing requirements of indebted 

consumers, and to improve any aspects of the scheme which could work better 

for participants. Indeed, the Scottish government has, on a number of occasions, 

made changes through regulations to its equivalent of the debt respite scheme – 

the Debt Arrangement Scheme – since its establishment in 2004. It is important 

this legislation allows the flexibility for the government to adapt and improve the 

scheme as lessons are learnt from its implementation. 

13. Finally, it is appropriate for the Secretary of State to have this power, as the 

success of the debt respite scheme is well-aligned with HMT’s wider policy 

objectives. HMT’s Single Departmental Plan (2015-20) sets out its policy aim of 

“creating a more effective system of financial advice and publicly funded financial 

guidance to ensure that all consumers have access to good quality, affordable 

advice when they need it” - and the success of this debt respite scheme is a key 

enabler of this objective. 

Justification for procedure 

14. The Regulations are subject to the affirmative procedure in both Houses of 

Parliament and in the National Assembly for Wales and the Northern Ireland 

Assembly, should the regulations apply in these areas. The affirmative procedure 

is appropriate in this case as it affords sufficient parliamentary scrutiny for these 

powers. In particular, there are two aspects of this power which we believe 

require affirmative procedure: 

a) The amendment contains a Henry VIII regulation-making power. This 

enables the regulations to make incidental, supplementary, consequential, 

transitional or saving provision to Acts of Parliament, Welsh legislation and 

Northern Irish Legislation. The power is limited in that it will only be used 

for the purposes of establishing the debt respite scheme. However, this 

power does not include provision that limits such a power to legislation 

passed before or later in the same session as the Bill itself. This is 

because it may be necessary to amend Acts passed later than 2017, 

because the SFGB has up to a year to provide advice, and then the 

Secretary of State is able to make the regulations after that, so it may not 

be clear what the regulations will contain for some time after the SFGB’s 

establishment. 

b) Additionally, the regulations may also make provision which apply to 

certain obligations entered into before the regulations come into force – as 

the regulations may allow for the protections under the scheme to apply to 

pre-existing debts held by consumers. This is likely to be a necessary part 
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of a debt respite scheme. Without the ability to deal with all debts owed to 

creditors, regardless of when the debt was incurred, a breathing space 

could be ineffective. It is usually not a single debt that pushes someone 

into needing debt advice and respite. It is a cumulation of debts which get 

out of control over an extended period of time. As such, a solution to 

problem debt must be able to take into account all of the debts owed by an 

indebted individual. Just taking into account those which are most recent 

will mean in many cases only a small minority of the overall stock of 

problem debt will be addressed. Indeed, without this provision, the scheme 

could be rendered ineffective to debtors for years as it could take time for 

new debts, taken by themselves, to reach problematic proportions, whilst 

previously existing problem debts would remain unaddressed.  

 

 

Department for Work and Pensions & HM Treasury 

21 November 2017 

 

 


