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Proposed increases to the monetary eligibility limits for NI DROs

Do you agree that the monetary eligibility criteria for Debt Relief
Orders in Northern Ireland should be increased to the same amounts
as now apply in England and Wales, that is to £30,000 for total
debt, £2,000 for total assets, £2,000 for a single domestic vehicle
not adapted because of disability and £75 for surplus monthly
income?

In principle, Christians Against Poverty (CAP) is strongly in favour of the proposed
changes. In particular, it is welcome that the new criteria would bring Northern Irish
Debt Relief Orders (DROs) in line with the criteria for England and Wales.
Practically, as a Debt Advisor, it is helpful that the DRO entry criteria for all UK
nations is uniform. However, there are limits that may not be sufficient and require
further consideration.

If you do not agree with any of the proposed amounts, what do you
think they should be? Please state your reasons, including why you
think that the limit in Northern Ireland should be different from that
in England and Wales.

The debt level limit is the most significant obstruction to accessing a DRO, and CAP
strongly supports the proposal to raise this limit. However, increasing the proposed
debt limit to £30,000 presents something of an arbitrary limit and does not
necessarily take into account all household circumstances. Removing the debt limit
entirely is something that CAP would consider helpful, so that applicants with low
income and minimal assets aren’t completely excluded from this solution.

CAP would also like to highlight the significant changes that have been seen in the
second-hand car sector since the changes were made to the criteria in England and
Wales. The COVID-19 pandemic has triggered a rapid increase in used car prices.
Some indicators suggest that the average price of a used car has risen by over
£5,000. Therefore, it could be argued that the £2,000 asset limit for a vehicle is no
longer practical. CAP would like to see the Insolvency Service pay more regard to
the market at this point and consider an alternative approach to understanding how
that might impact on DRO eligibility. CAP would propose index-linking the limit to
average car prices as a way of accounting for this.
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Proposed increases to the monetary eligibility limits for NI DROs

Do the proposed changes strike the right balance between ensuring
that the most vulnerable individuals are able to access low cost debt
relief and at the same time protecting the interests of creditors by
maintaining the “can pay will pay” ethos? Would these levels of
assets lead to a return to creditors in a different debt relief solution?
Please state your reasons.

CAP feels that there is a good balance to be found in the current proposals.
Financial resilience is key; in particular, ensuring that those who find themselves in
problem debt have access to a reasonable, affordable and practical solution. The
proposed DRO criteria does provide that.

Northern Ireland has relatively low numbers of individuals with significant assets
compared to the rest of the UK. Based on current information, the overall makeup of
their debt is less related to priority household arrears. With this in mind, it is far less
likely that those accessing this solution would require it again relatively soon after.

Are there any other comments you would like to make?

There remain some concerns over the current DRO fee of £90. Many CAP clients are
in extremely challenging and variable circumstances, with an average income of just
£18,224 a year – after housing costs. Therefore, raising the funds to pay this fee can
be extremely challenging for many households. A reduction in the amount those in
low income situations are required to pay would be welcome.

In addition to the fee payment amount, the practical elements of ensuring it is paid
have revealed some challenges for third parties. The current system does not permit
the use of BACS payment for the DRO fee in Northern Ireland. This presents a
significant logistical challenge for intermediaries providing grant or bursary funding
for the fee, as the fee needs to be paid within 24 hours of the application. It would
improve the efficiency of the process if this were adjusted; especially if, as stated
above, households are struggling to raise the funds themselves.

Related to this, intermediaries have found the current digital system for submitting a
DRO to be prone to errors and not very user friendly. CAP would encourage the
Insolvency Service to invest in the technological elements of the application system
in the near future to improve the efficiency for intermediaries submitting
applications.

Finally, CAP welcomes the current review of the eligibility criteria, and would
propose that more frequent reviews are conducted by the Insolvency Service.
Recent world events have demonstrated that economic and societal changes and
pressures can happen very rapidly, having an impact on established systems. A
more regular review of the service offered, perhaps annually, would help to offset
any similar trends in future.
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Proposed increases to the monetary eligibility limits for NI DROs

About Christians Against Poverty (CAP)
Christians Against Poverty (CAP) is a Christian charity tackling poverty in
communities across the UK through free debt help and local community groups.
CAP provides award-winning free debt help through local churches. Each church’s
CAP Debt Centre offers emotional and practical support, while our head office team
in Bradford provides bespoke debt advice and a plan to help people get out of debt.

CAP also offers community groups dedicated to tackling poverty at the root. These
are run through local churches, and cover topics such as interview skills, applying for
a job and writing a CV, how to budget, making money go further and key life skills.

Requests for further information
This response has been written by Paul Walmsley, Relationship Manager for
Christians Against Poverty (CAP), with contributions from:

Rachel Gregory, Senior External Affairs Manager
Alison Flanagan, National Leader Northern Ireland
Paul Livingstone, Partnership Manager Northern Ireland
Pete McMahon, Insolvency Policy & Research Officer

Please send requests for further information to:

Paul Walmsley
Jubilee Mill
North Street
Bradford
BD1 4EW
externalaffairs@capuk.org
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