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Dear Sir/Madam 

RESPONSE OF THE CHARTERED INSTITUTE OF CREDIT MANAGEMENT (CICM) TO: HM TREASURY – 

BREATHING SPACE SCHEME: CONSULTATION ON A POLICY PROPOSAL 

The Chartered Institute of Credit Management (CICM) is the largest recognised professional body in the world 

for the credit management community. Formed 80 years ago, the Institute was granted its Royal Charter in 

2014.  Representing all areas of the credit and collections lifecycle, it is the trusted leader and expert in its 

field providing its members with support, resources, advice, and career development as well as a networking 

and interactive community. In addition to its comprehensive suite of qualifications and learning 

opportunities, events and magazine ‘Credit Management’, the CICM administers the Prompt Payment Code 

for BEIS. Independently, and through collaboration with business organisations, it provides vital advice to 

businesses of all sizes on how best to manage cashflow and credit. 

CICM members hold important, credit-related appointments throughout industry and commerce, and we 

feel it appropriate to comment on this consultation.  

We note that Government believes the breathing space proposal is unlikely to be a significant further 

administrative burden. We would challenge this assumption. The obligation to advise all creditors in a timely 

fashion will be a significant burden, especially for smaller advice providers.  

Our answers to the questions posed in the consultation paper are attached. 

If we can help in any further way please do not hesitate to contact us. 

Yours faithfully 

Glen Bullivant FCICM 

Chair of Technical Committee 

E : governance@cicm.com  
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RESPONSE OF THE CHARTERED INSTITUTE OF CREDIT MANAGEMENT (CICM) TO: HM TREASURY – 

BREATHING SPACE SCHEME: CONSULTATION ON A POLICY PROPOSAL 

Question 1 

Do you agree with the eligibility criteria for entering a breathing space, including the 12 month period? 

Response 

We believe that the headline criteria are reasonable. The emphasis should be on those with 'problem 

debt', rather than just those who would benefit from and have a realistic chance of entering a debt 

solution.  

We do however have concerns about the requirement that a debt adviser will determine if the 

individual is in significant financial difficulty, as this review may cause delays in the process. We are 

also mindful that if there is no more funding available for the sector, this could cause additonal 

pressure on the system.  

Problem debt is often caused by extraordinary circumstances and there is no certainty that these could 

not occur more than once in a twelve month period.   

Question 2 

Do you think there should be a formal mechanism to allow creditors to object to a debtor’s entry into 

a breathing space, given the protections already outlined above? How could any such mechanism be 

best designed to minimise administrative burden? 

Response 

No, provided that certain debt types e.g. court-imposed fines are excluded. A straightforward form of 

response with a brief explanation should be feasible, designed to minimise administrative burden. 

We feel it is worth noting that creditors may have useful information about a debtor's history. In most 

insolvency processes there is opportunity for creditors to offer such information to those dealing with 

the debtor's affairs. Given that the number of creditors is likely to be small, and that advisers are 

required to identify creditors for communication purposes, an early communication giving a seven-day 

opportunity to object would  not delay matters unduly nor impose a great administrative burden on 

advisers or the Insolvency Service. Effectively, the first notification to creditors would be a notice of 

intention, to be activated after seven days in the absence of valid objections. 

Question 3 

Do you agree with the outline of the alternative access mechanism for individuals in mental health 

crisis care? 



Response 

We broadly agree with the spirit of an alternative access mechanism, however do not fully agree with 

the proposals around its implementation and process. The current proposal, that access to breathing 

space would require, in the first instance, the development of a crisis, in the second the recognition of 

such a crisis by a professional in the woefully underfunded and overstretched NHS or social care 

sectors, and thirdly an assessment of this being passed to a debt advisor creates a chain of unnecessary 

bureaucratic “hurdles”. Each of these could diminish the probability of a customer actually being able 

to benefit from access, at worst preventing them from benefiting from it at all and at best preventing 

from them benefiting from it in a timely fashion. This could lead to extended periods of time during 

which potentially vulnerable customers are exposed to the stress of financial difficulties. 

Question 4 

Although it will be important for a professional assessment to be made of an individual’s condition, do 

you agree that other third parties (e.g. carers) be permitted to use that professional assessment to 

make a referral to a debt advice agency on an individual’s behalf? 

Response 

Yes. 

Question 5 

Do you agree with the proposed method of administering entrance into breathing space? Do you agree 

with the proposed role for the Insolvency Service? What kind of functionality should the Insolvency 

Service’s notification mechanism include? 

Response 

In principle, we believe that the Insolvency Service is the correct agency to administer the entrance into 

the breathing space, however, we have some concerns about the additional cost and the potential for 

resource issues if it were to take on the administration. 

If there is no further funding available for this work, then the cost may fall upon creditors who are 

involved in bankruptcy cases, reducing the return. Estimates of the projected costs would prove useful, 

as would an analysis of resource at the Insolvency Service to ensure that there would be no service 

issue resulting from taking on the additional work. It would be vital that the Insolvency Service notifies 

all creditors swiftly, and that a pilot scheme is operated to identify any complexities that may challenge 

this. 

The process used by the Insolvency Service for dealing with Debt Relief Orders works well for 

mainstream financial institutional creditors such as banks and credit card companies, but it would 

need to be structured in such a way to also work as well for other lenders if the criteria is extended to 

sole traders and their suppliers. Any delays in getting the right information to the right department in 

an organisation should be minimised as much as possible. 

Account must be taken of the complexity and dynamic nature of the situation, for example, where joint 

accounts are involved. 



Question 6 

Do you think there should be an oversight role to ensure creditor compliance with breathing space? If 

so, how should this oversight role operate? 

Response 

If the Insolvency Service takes on the role envisaged, then it should be responsible for oversight to 

ensure that ALL parties (debtors, creditors and advisers) are acting in accordance with the guidelines 

of the scheme. A portal for reporting inappropriate conduct could facilitate this. Consideration should 

be given to what sanctions would be in place, and how they would be applied.  

Question 7 

Do you think the register holding details of debtors in a breathing space should be fully public, 

accessible to relevant debt advice agencies and creditors or just accessible to the Insolvency Service? 

Response 

Overall, we believe that the register should be fully accessible to all to ensure that (potential) creditors 

can carry out searches to protect themselves. There is a legitimate concern however, that members of 

the public could search the register against their personal contacts, and this potential stigma may cause 

some people to decide not to proceed with an application for a breathing space.  

In addition, we believe that debt advice organisations should not be permitted to use details of 

breathing space registrations for campaigning or marketing purposes, given the low threshold for entry 

on to the register. 

Question 8 

Do you agree with the proposed approach for excluding certain debts from the protections of 

breathing space? 

Response 

We believe that the exclusion of certain debts seems reasonable. In particular, court-imposed fines 

should certainly be excluded due to the nature and purpose of these sanctions. All court orders should 

be excluded, because to include the debts post-court order stage would negate any incentive to seek 

debt advice at the earlier stages of the process, and create a multitude of incompatibilities with existing 

legislation governed by the Ministry of Justice and the courts. In addition, the position regarding arrears 

on secured debts could be clarified further.  

In summary, if legal recovery action has commenced, a creditor should be able to proceed to judgment. 

Similarly, if judgment has been obtained, a creditor should be able to enforce it. 

Question 9 

Do you think there are other debts, such as those in regulated credit agreements, or certain types of 

benefits, that should be excluded? 



Response 

It is not clear how these proposals would improve upon what is already available regarding FCA-

regulated debts. Again, the position regarding arrears on secured debts should be clarified. 

Question 10 

Do you agree with the treatment of sole traders in breathing space? In particular: 

 Do you agree with the proposed eligibility criteria and protections for sole traders in breathing 

space? 

 What would be the most appropriate way of distinguishing between business and personal 

debts for these purposes? 

Response 

Our members believe that business debts should be excluded from the criteria for a breathing space 

and any register should make it clear whether the individual is in business or not. There are alternative 

solutions available and the addition of business debts would increase the pressure on advisers and 

delays within the system. 

Notifying all creditors would be far more difficult. For example where a carpenter is owed money by a 

contracting builder, how would the carpenter be advised, and breathing space would not be 

appropriate in such circumstances. 

Question 11 

Do you agree with the proposed treatment of interest, fees and charges in breathing space? 

Response 

We presume the reference to enforcement action in section 4.4 means collections activity. 

We agree with this in principle, provided that certain types of debt are excluded, but the cost upon 

creditors in administering the cessation of interest and charges could be burdensome. It is likely that 

the account will be in collection/recovery and that charges/interest may have already ceased. If not, 

then interest and charges can continue to be charged until the debtor enters into an appropriate debt 

solution. 

Question 12 

Do you agree with the treatment of collections recovery action during breathing space? Should any 

other forms of collections and recovery action be explicitly included in the protections? How can any 

practical issues arising from preventing these collections and recovery actions be best mitigated? 

Response 

Yes, the broad approach here is agreed.  

Excluding post-court order debt would prevent a raft of issues arising regarding the practicalities of 

delaying recovery activity, many of which would require amendments to legislation. See also our 

response to question 8. 



There is likely to be contact from creditors, agencies etc during the breathing space period. These 

cannot be avoided as it will take time for systems to “catch up” with the debtor’s status. Creditors should 

not be punished for this unless it is obvious that there is deliberate action by a creditor to ignore the 

debtor’s status.  

Question 13 

How should creditor compliance with the scheme be monitored? 

Response 

This could be monitired by current regulatory bodies. However it is monitored, there must be a 

reasonable threshold of proof to evidence any breach. See also our response to question 6. 

Question 14 

Do you agree with the proposed length of breathing space? Do you have any other comments on the 

operation of the check? 

Response 

Yes, we feel that the proposed length of breathing space is reasonable. It would be helpful if a simple 

tick box on a register could be used to signify that the adviser had carried out the 30-day checks. This 

would also assist with the required oversight, and allow creditors to monitor progress once their ability 

to contact the debtor has been suspended. We are concerned at the lengthy delays that can occur in 

obtaining debt advice, and the impact these would have in the intervening period.  

Question 15 

Do you consider that this protection is appropriate for individuals in mental health crisis? Should there 

be any further protections for individuals who have accessed breathing space in this way? 

Response 

Yes. 

Question 16 

Do you agree with the eligibility criteria for entering a plan? In particular, do you agree that plans lasting 

for a maximum of ten years is an appropriate timeframe for debt repayment? 

Response 

We generally feel the eligibility criteria for entering a plan to be reasonable, however we feel the 

timeframe for debt repayment could potentially be extended past what is intended.  The proposals 

state that two payments could be missed before a plan would be broken, meaning that a plan intended 

for ten years could last thirty. This is not fair for customers or creditors. 

Question 17 

Do you agree with the proposed criteria for creditors to object to the plan? Are there any other criteria 

you feel would be appropriate? 



Response 

The criteria seem reasonable, however we feel that the threshold of 25% by debt value is arbitrary - 

there should be a defined criteria for unreasonable offers.   

It would further be useful to have an option of including any matters that might affect the debtor’s 

ability to repay the debt or the reasons for the debt where there is evidence of dishonesty. 

Question 18 

Do you agree with the design of the proposed fair and reasonable test? In particular: 

 Do you agree that 14 days is an appropriate timeframe for creditors to object to a proposed 

plan? 

 Following an Insolvency Service decision that a plan is fair and reasonable, do you think that 

creditors and debtors should be able to make any further objection if they feel the Insolvency 

Service’s decision is incorrect? If so, how should an objection mechanism work to minimise 

disruption and administrative burden for parties involved in the plan? 

Response 

Our members feel that this is an approporiate timeframe and is in line with the procedure for IVAs – a 

system which works reasonably well. Further appeal from creditors should be permitted where there 

is good reason and the objections are valid. 

Question 19 

Do you agree with the debts included within a plan? Should any other debts be excluded, or excludable 

on request? 

Response 

Although we agree with the excluded debts, we would cite that all court orders must be excluded to 

deliver the public policy objectives of driving earlier engagement with debt advisers, and to prevent 

incompatibility with enforcement legislation. 

Question 20 

Do you agree with the proposed treatment of interest, fees and charges within the plan? 

Response 

Yes. 

Question 21 

Do you agree with the proposed protections within a plan? Are there any unintended consequences 

that could arise from providing these protections to debtors? 

 

 



Response 

Although we broadly agree with the proposed protections, the policy proposals must also recognise 

that the court system is paid for by creditors who pay fees to have a court order granted.  If creditors 

do not have an effective sanction or means of recovery they will have no reason to pursue a court 

order. 

Question 22 

How do you think creditor compliance with the scheme’s protections can be best monitored? Should 

creditors who fail to comply face any additional sanction? 

Response 

Our members feel that the existing regulatory bodies provide sufficient protection and would ensure 

compliance. See also our response to question 6. 

Question 23 

Do you agree that some debts should be prioritised for repayments within the plan? If so, do you agree 

with the debts that the government proposes to prioritise, and the method of prioritisation? 

Response 

We agree in some circumstances, subject to clarification regarding the timing of the repayment of these 

priority debts. 

Question 24 

Do you agree with the two key plan flexibilities outlined? Should the plan offer any other flexibility that 

would help to make them sustainable over time? 

Response 

We believe there needs to be clarification over the payment break of up to six months. In our view, the 

maximum payment break should be a total of 6 months during the life of the plan. So, if the plan had 

a planned duration of 10 years then the plan could, including payment breaks, last for a maximum of 

10 years 6 months. 

Question 25 

Do you have any specific comments about how these flexibilities should work? In particular, how do 

you think a severe, temporary, financial shock should be defined? 

Response 

We feel that a financial shock cannot be defined in detail, as each debtor will suffer such a shock in a 

unique way. There has to be an element of subjectivity and the debt adviser will have to engage with 

the debtor to offer the correct advice and appropriate solution. 



It would be helpful if the register were to include a tick box to confirm that the annual review had taken 

place. This would assist with oversight and enable creditors to be confident that the scheme is 

operating as intended. 

Question 26 

Do you agree with the requirements for continued eligibility for the plan? 

Response 

Yes, although we believe two periods of 14 days would be more reasonable.  

Question 27 

Should the plan’s funding mechanism system be based on taking a share of creditors’ monthly 

repayments? 

Response 

Yes. 

Question 28 

How should payment distribution in the plan be done? Should it be offered by an individual’s debt 

advice agency, if they have appropriate handling client money permissions, or by the Insolvency 

Service, or is there any other model that the government should consider? 

Response 

The model used by the AiB for the DAS model seems to work, and could be considered. Debt advice 

agencies could carry this out, subject to the FCA having sufficient resources to effectively monitor the 

activity. 

Question 29 

Do you have views on how a breathing space and plan should be reflected on a debtor’s credit file? 

Response 

We believe that the information must be visible and recorded on the credit file, and should remain on 

file until the process has been completed satisfactorily.  

Question 30 

Do you agree with the proposed territorial scope of the scheme? 

Response:  

Yes. 


