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DISCLAIMER

The I nsolvency Service of l rel and (“1SI7), f o
Equality, the Minister for Finance, the Minister for Social Protection and such other persons or bodies
as the ISI has considered appropriate, has pursteasgction 23 of the Personal Insolvency Act 2012,
prepared and is issuing these guidelines as to what constitutes a reasonable standard of living and
reasonable living expenses.

These guidelines have been prepared and issued by the ISl for the pugfeeetdons 26, 65(4) and

99(4) of the Personal Insolvency Act 2012 andsection 85D of the Bankruptcy Act 1988 (as inserted

by section 157 of the Personal Insolvency Act 2012) and for no other purpose. The ISI does not
authorise or take any responsibility for the use of these guidelines for any otheogeirp

All icons displayed in this document amade byFreepik from www.flaticon.com, licensed by CC BY
3.0.

These guidelines are effective fratft August2020
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1. Summary

Thel nsol vency SelSlvjias estabtished byrttérsomatl n § b1 vency Act
Act ") . coittihues thereform of the Bankruptcy Act 198&ndincludes theintroduction ofan
automatic discharge from bankruptcy after three years, subject to certainditions. It also
introducedthree alternativesto bankruptcyn amel vy a Debt Re DebtSéttleNemtt | ¢ e
Arrangement(DSA)andaP er s on al |l nsol vency Arrangement (*°

The ISIs charged with a number of functions undée Act. Section 9 of the Act lists that one of
those functions is to pepare and issue guidelines as to what constitutes a reasonable standard of
living and reasonable living expenses unskstion 23 of the Act.

Thesegguidelines are relevanttothe s s essment of a debtor’ s eligid6kt
DSAandP|l A pr opos al smakingaf abahkeiptc@payment ordsr in Bankruptcy In

particular, hey are intended to give direction to Ap
Per sonal Il nsol vency Practitioner s thdActPwh&sdy) i n

be considered ‘reasonabl e’ dlwvingekpenseoidelinessona o f
reasonable standard of living and reasonable living expenses are essential in that they enable the
debt servicing capacity ofdistresseddebtor to be calculated in a fair and consistent mansethat

the sustainabilityof repaymentsanbe establishedThe guidelinesafeguard aeasonablestandard

of living so as to protect debtors while facilitatingeditorsin recoveringall, or at least a portion, of

the debts due to them.

Section 23 of the Act requires thdSIto have regardo certain criteriain preparing guidelines on a
reasonable standard of livirgnd reasonable living expensdse ISI, in view of these requirements

and following a series of meetings and consultations (listed4ndecidedto usea mo d e | ("
mo d ewhith)isa modified version of the consensualdgetstandardsmodel originally developed

in Ireland by the Vincentian Partnership for Social Jugti¢eV md8el’ 2

The ISI model allows for food for a nutritionally balanced diet, clothing, personal care, health,
household goods, household services, communications, social inclusion and participatioation,
transport, household energy, childcare,insurance and modest allowances for savings and
contingencies.

The use of the ISI modsétisfiesthe requirement contained isection 23 of the Act to have regard
to differences in the size and composition of householdse cost of a childpor example, varies
according to the age of the child and théstaken into account under the I18lodel. So tods the
requirement to facilitate the socialinclusion of debtors and their dependantsand their active
participation in economic activity in theee.

! The text of Section 23 is reproduced in full as Appendix A to these guidelines.
2 http://www.budgeting.ie/
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In formulating thefirst ISImodelin 2013 the ISl liaised with the Central Statistics Offic&Oand

the Central Bank of Ireland and compared the outputtted 1SImodel to a CSO analysis of the
Household Budget Survey and an analysis by ther&ddank of Ireland of cases tihe Mortgage
Arrears ResolutiorProcess. While certain expenditure categories may vary across the above
referenced sources, in aggregate the expenditure levelegdad through the ISI model weret
materially different b the CSO ahe Central Banlkf Irelandanalyses.

One of the greatest strengths of using consensual budget standards is the level of transparency it
affords. Each category of expenditure is supported by detailed lists of items within each category
which are individually pricetl Different people will naturally have different opinions on what is
meant by reasonable living expenses but the level of transparency offered by this method should
help inform any discussion.

The ISI is requiretb update these guidelines at intervals afiot more than a year under the Act
Theseguidelines will be kept under revieand the ISlmayamend them at any time the I1SI considers
thisis warranted A summary document of theurrent version of theeguidelines is pubdly available
on thelSlwebsite.

3 The VPSdebsite contains this information based on their model.
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2. Reasonable standard of living

The ISI considers that, for the purposes of the Aotagonable standard of living is one which meets

a person’s physical, psychol ogi cal and soci al
l' iving does not mean that a person should | iV
should only live at subsistence level. A debtor should be able to participate in the life of the

community, as other citizens do. It should be

clothes for different weather and situations, to keep theme clean and tidy, to have furniture and
equipment at home for rest and recreation, to be able to devote some time to leisure activities, and
to read books, newspapers and watch televidion

It foll ows that ‘“reasonabbk a petsonwill mgcessamypirecur sne s’
achieving areasonable standard of livihg/hich fulfils these criteria.

“‘NordenarRNbr KTy ! aAyAYdzi . dMRDS§ReMgnceiBEIPREIYsQ f or Soci al
European Consumer Debt Network (No. 6, 2009) page 8.
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3. Reasonable living expenses

Under the ISI model, reasonable living expenases the expenses a person necessarily iaéar

achieving a reasonable standard of livindpis being onewhich me et s a person’ s

psychological and sociaéeds

Reasonable living expenses' R Lwil ¥dry)depending on a number of factors such as the pdaticu
composition of a householdndthe needfor a car. Beyond thatyhen determiningRLEsprovision
needs to be madéor reasonablehousing costs in terms of rent or mortgage payments as well as for
reasonablepayments in respect of childcare where this expense arisesriie at apersoris RLE
the Al or PIPshould follow a fourstep process shown here Figurel and described below

Special
Need for a car Other Costs' Circumstances

Adequacy of Publi Housing and = E.g. extra expenses
transport Childcare associated with
having a disability |

Household |
Composition

Number of adults &
dependants (if any)

b

.

Figure 1: Determinants of reasonable living expenses (RLEs)

3.1. Household composition

TheAlor PIPshould begin by selecting theusehold compositiowhich best fits the situation of the
debtor from the table in Schedule 1 on page 25 i.e. whether or not the applicant has children and
whether he or she is #honly adult in the household.
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3.2. Need for a car

The householdvill not normally need a car where the applicant lives in an urban location with
adequate public transport links. Where public transport is not adeqtatmeet the needs of the
household,the Al or PIP should choose the vehicle option dase the needs of the household
(needs, not wants)A car will be required where a debtor needs it to travehta fromwork. Where

a car is not included, thiSimodel includes costs associated with the use of public transport.

3.3. Childcare and housing costs
3.3.1. Childcare costs

A significant expensean arise where childcare is needed, particularly at the first two stages of
childhood i.e. infancy and prechool.

Under the | SI model , chi otleccaorset sc a s tTsh i asr emebarnosu
costs incurred for childcare as with housing costsare added to the total for set costs to produce
the final figure for reasonable living expenses.

Where childcare is paid for, the reasonableness of this expensddshe consideredby the Al orPIP
taking into account the hours of childcare needed, the type of childcare (e.g. créche, childminder,
etc.) and the typical cost of childcare in tdee bt o r ' .dProdf m ¢tha forimtofyreceipts, bank
statements or simdr may have to be sought where childcare costs appear excedslhere
applicable, theEarly Childhood Care and Educati6BEGQCH Scheme which providestwo free
academigyears of childcare and early education for children of f@hool age, should be deducted
when calculating childcare costs given that each ofdh@ngementscontinues over a number of
years.

3.3.2. Housing costs

As with childcare, housing can albe a significantexpense. In consideringshat constitutes
reasonableand sustainablaccommodation expenditure in an individual case, Ather PIPshall have
regardto the followingmatters.

1 The costs likely to be incurred by the debtor by remaining in occupation of hisr current
accommodation;

1 The ability of other persons residing with the debtor to contribute to the costs of maintaining
t he debt orcomsnodatiom;and nt ac

1 The reasonable living accommodation needs of the debtor and his or her dependants and,
having regard to those needs, the cost of alternative accommodation.
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In forming an opinion on the reasonable living accommodation needs of the dahtbhis or her
dependantsthe Al or PIPshall take into consideration the size and composition of the household,
and the differing needs of persons having regard to the matters set aettion 23(3)(e) of the Act.

TheAlor PIR in assessinthe reasonableness of the existing housing cos$the debtor and thecost

of alternative accommodatiarmay draw on his or her knowledge of the local housing market and
onsuchpublicly available data sourcashe or she considers appropriate. These sources may include
the Central Statistics Officeental Indices, the Residential Tenancies BoafdR{TB) rent index, the
Residential Property Price Register produced by the Property Services Regulatory Authority
(“PSRA), thequarterlyDaft.ieRental Reports andleading websites advertising properties for remt
sale.The Al or PIP should support his or her assessment as to the reasonableness of housing and
childcare costs by reference to the matters he or she has taken into account in arriving at his or her
opinion.

3.4. Special circumstances

TheAct contains a requiremet to take account of the differing needs of persons, having regard to
matters such as their age, health and whether they have a physical, sensory, mental health or
intellectual disability. Given the number of possible variables, and the individual naftyrieysical

and mental health conditions and disabilities, tt&believes this aspect is best addressed through
making allowance in these guidelinés a debtorto specifyreasonablecosts which arise as a
consequence of ihealth or disability. The PP may request that the debtor provide appropriate
documentation in support of extra expenses related to disability, for example evidence from a
professional, such as a doctor or disability service, to support a claim for allowances in respect of
special acumstance

The category of special circumstances may also be used where a debtor has persons other than his
or her minor children financially dependent on him or her, such as where the debtor is contributing

to the care of an adult dependensuch as, for example, an elderly relatiwdo is financially
dependentor a collegegoing child Any additional expense associated with the cost of having more
than four childrencan also be captured hereThe PIP mayequest that the debtor provide

Sinw! {GNYXGS3e F2N) 9ljdzZft AdeQYy wSLENI 2F (KS theg2omhksioh A 2y 2
identified five areas where the cost of living fmeople with a disability could be higher than for people without a

disability. These are: mobility and communication, medical costs, equipment and assistive technology, care and
assistance and general living expenses.

6] rDisdbility and the Cost of Lidnational Disability Authority (2004))e NDA concluded that while it is not possible
to come up with any reliable 'typical' additional cost of living related to disability, the evidence suggests that a
significant minority of people with disabilitieade additional costs of living related to their disability; that those
additional costs of living can vary with the nature of the disability and its complexity or severity; and that while there
are schemes of State supports which address some of theses afe@ed or their costs, some people are either not
covered or have their extra needs or extra costs only partly met.
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docunentation in support of these expenses prior to recognisurgler this categorythe additional
costs incurred in such cases.
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4. Determining reasonable living expenses

ThelSlhas prepared the guidelines tamongst other thingggive direction to Als and guidance to

PIB in assessing what may be considered ‘reaso
for certain purposes of the ActThelSlIrecognises that reasonable living expenses will necessarily
vary depending on the debtor’s relationship st
ages of his or her children (if any). These factors have been reflected in thedaddelle 1 on page

26 of these guidelines.

Whilereasonable living expenses hawebe calculated to a mainly objective standard, important

that some flexibilitybe allowed so a$ recognise and provide fdhe differing needf persons;
particularly in relatio to ill-health and disabilityThis flexibility is contemplated by the Actsiection

23(3)(e).

4.1. DRNs

Section 26(2)(b) of the Act provides that to be eligible for a DRN the debtor must hawet
disposable incomegalculated in accordance wiubsection (5)of€60 or less a monthThe Act sets

out the basis on which net disposable income is to be calculated. Essentially it is the income available
to the debtor less specified deductions, as shown below:

Income Expenditure

*Reasonable living expense
*Income tax payable

« Salary or wages * Social insurance
» Welfare benefits (other contributions

than child benefit) « Payments of excluded

Net

* Pension income debts
« Contributions from other « Payments of excludable
household members debts that are not
* Any other income permitted debts
 Such other levies and
OKI NBSa 2y
income as may be
prescribed

Disposable
Income

Figure 2: Calculation of net disposable income
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All of these income andxpenditureitems, other than reasonable living expenses, are a matter of
fact. What isreasonabléis an objective standard, but one open to interpretation.cAstemplated

by section 23(3)(e) of the Act, itmay vary from one person to anothdsut it is fundamental to
achieving fairness and consistency in evaluating eligibilitpfok that reasonable livingxpenses

be as objective as possible. It woul@arlybe wrong to penalise the frugal by making it easier for a
debtor to pass the test for net disposable incosieply by spending more of his or her money on
anything he or she considers reasonable.

4.2. DSAs and PlAs

Section 65(2)(d) of the Act provides that &SAshall not contain anyerms which would require the
debtor to make paymentsf such an amount that the debtor would not hasafficient income to
maintain a reasonable standard fing for himself or herself and his or her dependarsection
65(4) of the Act specifieshat, in determiningwhether a debtor would hava sufficient income to
maintain a reasonable standard of living for thebtlr and his o her dependats, regard shall be
had to these guidelinesSection 99(2)(e) and section 99(4) of the Act contain corresponding
provisions in respect G PIA

It is important that ndividualsin financial difficulty who arealsoin employment be givensome
incentiveto continue working In the context ofworking debtors entering int®SAs andPlAs, such
individualsshouldbe able to retairsome ofthe money they are earning befotbe balance of their
incomegoes to dischargtheir debt.

There will be a need fd?IF to engage with creditors and debtdrsorderto ensurethat workable
arrangements are put in place. Creditors have an interest in getting all, or at least a portion, of their
debts repaid ando havean interest in the debtor being at worketting afinancialbenefit from
working andthereby having the ability to pagff a greater amount ohis or her debtover a period

of time, thanmight otherwisebe the case if theyere not at work.

A balance will have to be strutletween the allocation of earnings to creditors and their retention
by the debtor. his will vary fromindividual to individual, depending on personal circumstances,
family situation, debt levelsjncome,health and a range of other issuddltimately, where either a
DSAor aPlAis proposed, the decision on the reasonableness or otherwise of living exgweitisee

a matter for the creditors todetermine on a caseby-case basisn accordance with the voting
thresholds set out irsection 73 or, as appcable, section 110 of the Act. This issubjectto the
provisionthat the debtor will not be required to makpaymentsof such an amounthat he or she
would not havesufficient income to maintain a reasonable standard of living.
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4.3. Distinguishing between DRNs, DSAs and PIAs

DRN DSA PIA

Debt Relief Notice Debt Settlement Arrangement Personal Insolvency

Arrangement

Figure 3: Differences between a DRN, DSA and PIA
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5. The approach of the ISI

In developing these guidelines, in addition to those persons the Act required the ISI to ctresult
ISIconsulted with a number obther personsor bodieswhich the ISI considered appropriate to
consult These included the Money Advice and Budgeting Service, the Free Legal Advice Centres, the
Vincentian Partnership for Social Justitiee Central StatisticOffice, the Economic and Social
Research Institutethe Official Assignee in Bankruptagpresentatives from the financial services
sector, the Central Bank of Irelaadd the Citizensnformation Board.

The ISl also consulted with the Minister folSocal Protection, theMinister for Finance and the
Minister for Justice and Equaligs required by the Act

Following these consultations, and bearing in mind the requirements under the ActStinas
decidedtouse a8 it s model modifiédSersiomod tthesdorisgnsua budgeting model
(“VPSJ omgndllg beveloped in Ireland by the€incentian Partnership for Social Justice
( “ V P.S9hk'VPSJ has conducted research in Irelandfer @5years so as to develop necessary
expenditure figures for different types of households.

In brief, these household expenditure figures are arrived at through a process of consensual
budgeting using focus groups with experts being involved where needed (such as nutritionists for the
food elements of the budgets). Ttapproach adopteds that the standard be sedit a minimum but
acceptable levelThe approach of the VPSJ goes a long way to addressing the requirements set out
in section 23 of the Act. The minimum but acceptable standard which emerges from their consensual
budgeting work means thathe requirement to avoid impoverishing insolvent debtors and to
facilitate both their social inclusion and economic participation is already built in.

ThelSlconsideed some items of expenditure included in thPSinodel not to be appropriate in

the context of personal insolvencythe ISI has adapteatie VPSJdnodel to exclude private medical
insurance holiday costshaving more than one car and paymentds$cretionary itemgsuch as
voluntary donationg. The ISI model is predicated on needs rather than wants and private health
insurance should normally be excluded on the basis that it is not a necdssttyithstanding this
general rule, some situations may arise where it is reasonable for @&x}sting private health
insurancepolicy to be kept in place.

Examples of such situations include where the employer of an applicant pays the premium or where
the applicant or a dependent has a health condition which would otherwise result in a higher
expenditureon health as compared to the insurance premium. It might also be proposed to retain a
policy where an existing medical condition would make it difficult or impossible to regain insurance
cover in the futureor where an individual is of an agech thatit is reasonable for a private health
insurance policy to be maintaine¢h such circumstances the Al or PIP may consider continuance of

7 More information on the work of VPSJ is availabletab://www.budgeting.ie/
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private health insurance as an exceptional item and should include an explanatorprbés effect
in the relevant seabn of the application form.

Expenditureon electricity and home heatingnder the VPSJ modate based ora specific standard
of housing andtie ISI required thgecoststo be more broadly applicabl@he ISI has therefore opted
to use average expenditason electricity and home heatinfgom the Household Budget Survéyr
the ISI model.

In addition, thelSlhasadjustedthe original model to reflect the fact that child benefit payments,are

under section 26(5)(b)(ii) of the Act,not to be included in assessing income for the purposes of
determining eligibility for RN On the basis that child benefit payments are intended to be spent

on a child, child benefit has been deducted from the reasonable living expenses of a chit. To d
otherwise would effectively mean double counting child beniefithe 1SI modelThe capital cost of

a caris set at a value 0€5,950€8,500 in the originatonsensuabudgetstandardsmodel. h 2018

this reference RLE w&60600inImewitethedersbnat Irsolveriey ACtR@2 f r ¢
(Worth of Motor Vehicle) Regulations 2017

In choosing this model, the ISl liaised with the Central Statistics Office and the Central Bank of Ireland
and compared the output of this model to a CSO anabfdise Household Budget Survegnducted

in February 201&nd an analysisby the Central Banlof Irelandof cases in ta Mortgage Arrears
ResolutionProcessonducted in January 2018Vhile certain expenditure categories may vary across

the above referenced sources, in aggregate the expenditure levels generated through the ISI model
are not materially different to the CSO thie Central Bank analyses.

Thereasonable standard of livnandreasonable living expenses set out in the guidelines have been
developed by thdSlin accordance with its statutory functions under the Athe figures used in
these guidelines have unique applicationp@ersonal insolvency and are not intendedhieused for
purposes other thanhe stated purposes of these guidelines under the Act.
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6. What is consensual budgeting?

Ernst Engel, th&ermanstatisticianandeconomistis credited with the development of@nsensual
budgetstandardsapproach in the mid19century? though it was Seebohm Rowntree who developed
and popularised it in the English speaking worldbtigh his studies on poverty in Yérk

The consensual budget standam®edelis a form ofreference budgef based on aletailed budget
approach usingocus goups Reference budgets, by definition, refer to somethirsyich asa
consensus arrived at by focus groups or they may refeaverage consumer expenditurdhelSl
considered both of these approaches to see which would be more applicable to persoriatntgo

in Ireland and determined that consensual budget standards best satisfied the requirements of the
Act

The VPSJ consensubldget standardsmodel is an adaptation of thd.ow Cost butAcceptable
standard of living constructed by the Family Budget Unit of the University of York and draws also on
the work of theCentre for Research and Social Policy at the University of Loughbétough

How this works in practice is thaenels of ordinary people irach household type compile lists of
budget items necessary forfamily to achieve a minimum acceptaldtandard of livingin a series

of sessionsmembers of the focugroupsseparatelyarrive at a negotiated consensus about the
goods and services a hasehold requiresin orderto obtain a minimum standard of living. Experts
are consultedso ago ensure that the negotiated ca@nsus meets basic criteria such as, for example,
nutritional stardards.

Each focus group consists lmétween eight and 12 peope from a mixture of social and economic
backgrounds, and represents the household under consideration e.g. focus groups of parents with
children determine the minimum requirements of such households. In order to ensure reliability and
validity three diffeent focus groups arseparatelyestablished for each household type.

8 parker, H.Low Cost but Acceptable: A Minimum Income Standard for the UK: Families with Young Chddosn
Press, 1998).
9 Rowntree B.S., Poverty: A Study of Town Life (MacMillan & Co., 1901).

VYReference budgets are also somandmed hunogueat s dbudgrean
11 Further information on the methodology used is available onlinetai://www.budgeting.ie/
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Each focus group acts as thewn budget standard committeeh er e ‘'t he actual ex
and judgements that are made by people in real life on the ground, as they manage their money
contributes t oonmmiméin essaentiallviogrstarelardsregsiremerispertsare
consulted when necessafe.g. ntritionists and energy experts).

There are four phases in the focus group stage of the consensual budget standards’grocess

Costing . Checkback

Orientation »

Phase Phase

Figure 4: The four phases in the focus group stage

6.1. Orientation Phase

The initial phasexplores the language, concepts and priorities that people use in thinking about
spending and consumption. During this phabke group develops a working definition ofranimum
essential standard of living and identifitee difference between needs anants.

6.2. Task Groups

In this phase, each budget component is considered in turn (i.e. food, clothing, personal care,
household goods, household services, social inclusion, fuel, transport etc). Each item is then
categorised as essential, desirable or luxdrggether, the paitipants produce an agreed list of
essentiaitems.

Two groups are involved at this phase. The second task group examines the consensus of the first
task group and rakes any necessary changes by adding to or subtrafrting the list of the first

group.

6.3. Costing Phase

The items agreed by the focus group are costed by the researchers to compile a minimum essential
budget.Upto two thousand individual items are priced.

12 (Middleton, 2000: 63).
13 For a more detailed description of Consensual Bu@jahdards see Middleton, S. (2000) and Bradshaw et al., (2008).
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6.4. Check-back Phase

The final phase involves the rechecking of items and costs in twdeach a final consensus. Firstly,
participants are asked whether they think the amount allocated to provide the agreed lishodig

too high or too low. Secondly, the group is asked how much they would be prepared to reduce the
budget.

Where appropiate, theselists are checked by exper{e.g. nutritionists) and where there are
difficulties (with nutritional standardsfor examplg, these are reported to subsequent groups who
areable to amend the budgets if necessafne budgets include both matial possessions and the
cost of activities andervices required for social participation.

Focusgroupshaveput a strong emphasisn ensuring that families do not just have basics like food
and shelter, but also caafford a minimum of social particiian that is necessary to have an
acceptable livingtandard,

The VPSJ has observed thadus groupsave beervery clear in their view that minimum standard

of living is neither a survival standandr a standard for people in povertsather it is astandard of

living that should allow for people to engage in activities that emasidered the norm for Irish
society.

Thisapproach to a reasonabktandard of living corresponds to that set ouséttion 23(3)(f) of the
Actwhich requires the sociahclusion of debtors and their dependentsditheir active participation
in ecoromic activity in the Statéo be facilitated.

14 This experience is not confined to Ireland. A similar finding is reported from research done in the Netherlands in which
focus groups wensisgentid tha they allberpticiyt sesaside an amount for social participation. Under

this we include hobbies and sports for both adults and children, holidays, going out, going visiting (including giving gifts)
and receiving visitors (including celebrating birthdays)T h e  MiAgreednWponr Consensual budget standards for
the Netherlands’', The Netherlands Institute for Soci al
(Utrecht, 2010) at page 148.
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7. Transparency, consultation and debate

The use of the consensual budgeting method brings with it a high degree of transpdtganyitem

of expenditue has been listed and costedrofessor Jonathan Bradshaw of the University of York in

a foreword to the iIinitial 2004 I rish research
combination of science and normative judgemt ® and t hat inevitably ‘1t
the Vincentian I%ish budget standards’

Discussion and debate on the question of what constitutes reasonable living expenses is to be
welcomed and it should be borne in mind that changes can be rtatlgese guideline$rom time
to time by thelSlwhere sound reasons exist to support such changes.

ThelSlis committed undesection 23(6) of the Act to issuing guidelines at least every year and under
section 23(5) to making them available to the publon its websiteThe guidelinesnaybe revised

from time to timeto take account of new issues and new circumstances that arise as experience of
operating theActdevelops.

The following sectiong.1 and 7.2 are provided for the purpose of transparencds a general
principle, thelSlwishes to seelebtors retaining the autonomy to make their own choices as to what
is best for them, thougmecessarilywithin the constraints ofreasonableness anthe overall
expenditure limits.Thus, while the focus groups have decided that cable or satellite telavis
subscriptions are not necessary and that allowance fo8AORVIEWparoved settop-box or
televisionis sufficient, a debtor may choose to retain such a subscription by prioritising it within his
or her budget.

Solong as an applicant for one of thleree personal insolvency processasler the Actomes within
the overall headline figure for reasonablieing expensesthe ISIwill not be prescriptive in terms of
what the applicant can or cannot spend their money on.

Only wherean applicantspendsin excess of what is considered to be reasonable under these
guidelineswill it become necessarfor the Al or PIRo look at his or her spending across the
categories of expenditure.

Br ads hlaoww iQwos't but Acceptabl e,VBa@2Q0d)taspagedltr Thr ee Househ
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7.1. Household expenditure allowances

The focus group&liscussedn pages 16 - 18) reach aconsensus view on the reasonable needs of
particular household type©ncethesereasonable needs are established, each item is firezedto
derive a figure representing reasdnla living expensesthe headline figure for reasonabliging
expenses is made up of inaincategories, listed below.

1. Food 9. Transport

2.  Clothing 10. Household Energy

3. Personal Care 11. Insurance

4.  Health 12. Savings and Contingencies

5.  Household Goods 13. Social Inclusion and Participation
6. Household Services 14. Housing

7.  Communications 15. Childcare

8.  Education 16. Special Circumstances

Reasonable Living Expenses

| EE®
=f=
% el
fF i

Figure 5: The main categories of expenditure
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Figure 6 on page 22 sets out the main categories of expenditure and gives a short overview of the
types of goods and services contained within each category. As outlined earlié€slilas modified
some of the categories by eliminating some specific expenditure items on the basis that they were
unsuitable in the context of personal insolvekcy

ThelSlhas reconfigured the weekly figures to present them on a monthly basis. This wasalon
achieve consistency with the requirement containedsection 26(2)(b)f the Act that the net

di sposable income of a debtor must amount to
for aDRN

Housing, childcare and spect@icumstancesosts have beekeptout of the expenditure categories
(set costs)within the ISI model of reasonable living expensés/en the number and variety of
housing situationand childcare optionpossible as well as the variance of any special circumstances,
the ISIconsiders thesétems are best treated byincluding theactual costf an applicantwhere
these are reasonable

Under the provisions for either@SAor aPIA aPIPis to have regard tthe costs likely to be incurred

by the debtor by remaining inccupation of his or her principal private residence. Whigxe PIP
forms the opinion thatthec o st s of conti nui ng t o privagesesidkrece i n
are disproportionately largbe or she will not be required to formulate a proposal on the basis of the
debtor continuing to occupy the property.

An applicant seeking@RNwill generallynot be the owner of the property in which he or she is living
given the eligibility requirementhat the assets of an applicant, including real property, must be
worth no more than €400.

Regardless of whether the debtor owns or rertgit principal private residengg¢he same principle
should apply that he or she should only have to consider sdiegng the property where theosts

of continuingto reside init are disproportionately largas may occur, for example, where the size of
the property exceeds the needs of the debtor and his or her dependants

ThelSIconsiders it appropriate to avolgeingoverly prescriptive in setting out reasonabhousing
childcareor special circumstanca®sts choosing instead to specify matteis whicha PIP oan Al
should have regard in determining the reasonableness a$elgests of a debtor.

16 The full content of the expenditures categories included by the focus groupe iconsensual budgets can be found
on the websitewww.budgeting.ie.
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Expenditure

category

A guide to what is included in each expenditure category.

Food The expenditure on food is based on a balanced, nutritious diet.

Clothing Clothing and footwear for all seasons, including accessories.

Personal Care Personal hygiene amgrooming items.

Health Medications, and visits to a General Practitioner, Optician, Dentist, etc. It also includes

items such as plasters, antiseptic, and other-counter medicines.

Household Goods

Furniture, appliances, cleaning products, éimgle adults of working age living in an urk
area are assumed to be living in a rented furnished studio apartment.

Household Services

Vital household related services such as waste changater chargesgetting an annua
boiler service and having chineys swept.

Communications

Teleplone, postage and basic internet

Education The minimum education needs of a household as decided by the focus groups. This ¢
includes uniforms, books and statieny where applicable and adult education.
Transport The cost of a car is allowed where public transport is inadequate to get to work, schoc

the local shop.

Household Energy

Electricity and home heating fuel. Electricity and heatiogts come from the CSO Househ
Budget Survey.

Insurance Homeinsurance and car insurance where a car is needed. Note that the ISI model dc
ordinarily include private health insurancéhough this may be included in sorn
circumstances where warranted.

Savings and Savings and life assurance (foruseholds with dependents). For a single person, saving

Contingencies

€5 a week are assumed as is €5 a week"

Social Inclusion and
Participation

Thisincludes sports activities and social events such as visits teitieena. The 1SI modk
does not factor in the cost of a holiday.

Housing The cost of renting or making mortgage paymemtsriable — subject to PIP or Al assessing
cost to be reasonable.

Childcare The cost of full or pasime childcare. This idependent on the employment status of th
adults in the household as well as the age of the cliddiable — subject to PIP or Al assessing
cost to be reasonable.

Special Theadditionalcosts associated witdebtor specific cases suchadditionalmedicinehealth

Circumstances

costs associated with a physical or mental condition or the cost of caring for an €
relative.Variable — PIP or Al may seek evidence of these costs.

Figure 6: The main categories of expenditure with a description of each

171n the alternative any relatively small but unforeseen event might eaalise the failure of an insolvency arrangement

since a person in an ialwency arrangement will likely have only limited access to credit. This savings allowance may
also assist in preventing people on low incomes being cut off from sources of regulated credit.
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7.2. Table of reasonable living expenses

7.2.1. Using the table

The costs attributed to a typi cetdohtosi’'s.ehDd dt |
added thereasonable costsf housing, childcare anspecial circumstanceshere these arise
This produces the total for reasonable living expenses for the household.

Where only one adult resides in the household, the reasonable living expenses for that adult and
any dependentsvill be fully attributed to that adult.

Where two adults reside in the househottien it will be presumed that the reasonable living
expenses of the householdre split equally between thenthough a debtor may rebut this
presumption and produce evidence to show that he or she agferent proportion of these
reasonable living expenses.

Whereadults resideogetherin a housesharing arrangementhe reasonable living expenses of
the debtor shouldbe based on those of a single persdn suchcases, the Al or PIP should ess
the reasonableness of the rent based on the portwinichthe debtor pays rather than the rent
of the property.

7.2.2. Step 1: Set costs — household composition

TheAl or PIPshould begin by selecting thaption which best fits the situation of the applican
based on household composition i.e. whether or not the applicant is the only adult in the
household and whether or not the applicant has childré@ime set costs of ahousehold are
compiled by totalling the costs for each individual in the household. For households with children,
the Alor PIPshould first identify thecosts for theadult(s).

To thisthe setcostsfor anychildren areadded These should corresporid the age group ofhat

child. Where there are threeor more children in the householdan adjustment will need to be
made to capture thexdditional costs associated with the larger households.
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7.2.3. Step 2: Set costs — need for a motor vehicle

If the household does not have a motor vehicle and does not need a motor vehicle this will usually
mean the applicant lives in an urban location with adequate public transport linksAldrePIP
should choose the vehicle option based on the needs ohthesehold (needs, not wants). Where

a caror motor vehicleis not included, the model includes costs associated with the use of public
transport.

7.2.4. Step 3: Reasonable costs of housing and childcare

Under the ISI model, childcare costs and housing costsadded to the total for set costs to
produce the final figure for reasonable living expenses.

Where childcareor housing costs arpaidfor, the Al or PIP should a&ss the reasonableness of
theseexpenseataking into accounthe factors outlined earlieunder the heading Chi | dcar e
h o us i n gsection8.3oktheseiguidelinesThe Al or PIP should support his or her assessment
as to the reasonableness dfildcareandhousingcosts by reference to the matters he or she has
taken into account in arriving at this opinion.

7.2.5. Step 4: Special circumstances

The Actcontains a requirement to take account of the differing needs of persons, having regard
to matters such as their age, health and whether they have a physical, sensory, mental health or
intellectual disability. Given the number of possible variables, and the individual nature of physical
and mental health conditions and disabilities, ii&dbelieveshis aspect is best addressed through
making allowance in these guidelines a debtorto specifyreasonablecosts which arise as a
consequence of #health, ageor disability.

The category of special circumstances may also be used where a debtor has persons other than
his or herminor children financially dependent on him or her, such as where the debtor is
contributing financially to the care of an adult dependent such asgample, an elderly relative

or a collegegoing child It should not be used for everyday expensesthese expenses are
captured i n t mechetuk & Table af Reasoriablda Lavibgl Egpenses
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7.3. Note in relation to Child Age Groups

For the purposes of these guidelines, infant means a child between the agef pédrs old
inclusive preschool means a child three years of age, primary schoohsn@&hild between the
ages of 411 years oldinclusiveand secondar school means a chiloetween the ages 012-18
years oldnclusive

7.4. Note in relation to Child Benefit

Child Benefit is deducted from theet costs for each childthild benefit payments areunder
section 26(5)(b)(ii) of the Act, not to be included in assessing income for the purposes of
determining eligibility for ®RN On the basis that child benefit payments are intended to be spent
on a child, child benefit has been deducted from the reasonable living expenses of a chitd. To d
otherwise would effectively mean double counting child benefithe ISI model

7.5. Note on overall total set costs

So long aa debtorcomes within the overall headline figure for reasonable living expense$Sthe
will not be prescriptive in terms of what the applicantlyor may notspend their money on

Applying this principle, regard should be paid to the overall total of what is termed in these
gui del isgete® sttsot akxpendi tures rather than to e
up this total.

The overall total set costs is allowed as a minimum for reasonable living expenses without any
need to ensure that an individual applicant confines his or hendpey to the total for each

expenditure category.

However for the purpose of information and transparepgeypreakdown of theategory totaldor
each household typés providedin Appendix B: Detailedbreakdownof RLETable
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Schedule 1 - Table of Reasonable Living Expenses

Monthly figures

Icons designed by Freepik

b23GS Ay NBf I (A 2Bomeé additdrsrie &NiBd/ifQaur fabnllyahés
more than two children. In additontohei r set costs, ap
for the third and fourth child are added. The exact amounts are listégjrndix B
and will be captured by your Al or PIP and by @iume calculator
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8. Appendix A: Section 23 of Personal Insolvency Act 2012

23.—1) The Insolvency Serviceshall, for the purposes ofsections26, 65(4xand99(4)and section 85D (as
inserted by section 157)of the BankruptcyAct 1988, prepare and issue guidelines a® what
constitutes areasonablestandardof living andreasonablelivingexpenses.

(2) Before issuing guidelines under subsection (1), the Insolvency Service shall consult Wiithigtes,

the Minister for Finance, the Minister for Social Protection and such other persons or bodies as the

Insolvency Service considers appropriate or as the Minisggr direct.

(3) In preparingguidelines tobe issuedunder subsectior(1), the Insolvency Servicshall have regard
to—

(a) suchmeasures and indicators of poverty set out in Goverment policy publications on
poverty and socialinclusionasthe Insolvency Serviceonsidersappropriate,

(b) suchofficial statistics (within the meaning of the StatisticsAct 1993)and surveysrelating to
household income and expenditure published by the Central Statistics Officeas the
Insolvency Serviceonsidersappropriate,

(c) theConsumerPrice Index (Alltems)publishedby the Central Statistics Office or amguivalent
indexpublished from time to time by that Office,

(d) such other information as the Insolvency Service considers appropriate for the
performanceof its functionsunderthis section,

(e) differencesin the sizeand compositionof householdsand the differing needs ofpersons,
having regard tomatterssuchastheir age,health and whether theyhave a physcal, sensory,
mental health orintellectual disability,and

(f) the need to facilitate the sociahclusion of debtors and theirdependants,and their active
participationin ecoromic activity in the State.

(4) Guidelines issued under subsect{@hmay provide examples of

(a) expenses thamaybe allowedasreasonabldiving expenses,

and

(b) expenses that may not be allowed BEsasonabldivingexpenses.

(5) The InsolvencService shalhakeguidelines issued under subsection (1) available to members of the
public on its website.
(6) Subject to subsection (7), the Insolvency Service sisakk guidelines under subsection (1) at intervals

of such length, not being more than one year, as it considers appropriate.

(7) Failure by the Insolvency Service to comply with subsection (6) shall not render invalid for the purposes
of this Act the gudelines mat recently issued by it undéhis section.
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9. Appendix B:UDetailed breakdown of RLE Table
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€ 250. 98

€ 35. 34
€ 33.06
€ 31. 34
€26.38

€ 32.54
€ 41. 21

€ 126.10

€ 23.72

€ 149.70

€ 60. 37
€ 70.80
€ 0.97
€ 12.25
€ 0.00
€ 43.38
€938.14

€ 250. 98

€ 35. 34
€ 33.06
€ 31. 34
€ 26. 38
€ 32.54
€ 41. 21

€ 126.10

€ 23.72

€ 237.79

€ 60. 37
€70.80

€ 0.97
€ 12.25
€ 24.25
€ 43.38
€1,050.48
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€ 369. 37

€ 67.00
€ 73.70
€ 49. 39
€ 30.71
€ 40. 87
€ 61.70

€ 232.47

€ 287.05

€ 73.30

€ 106.65

€ 1.93
€ 12.25
€0.00
€ 65.07
€1,509.59

€ 369. 37

€ 67.00
€ 73.70
€ 49. 39
€ 30.71
€ 40. 87
€ 61.70

€ 232.47
€ 38.13
€ 238.26
€ 73.30

€ 106.65

€ 12.25

€1,486.62
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Child Age Groups Additional
supplement if more
than two children
Infant Pre- Primary  Secondary Third Fourth

School Child Child

Adult

€ 28 € 13 € 10 € 16 € 21

€ 66 € 71 € 21 € 29 € 54

€ 64 € 46 € 6 € 11 € 36

€ 45 € 35 € 18 € 18 € 24

€ 67 € 45 € 11 € 13 € 16

€ 40 0 € 0 0 € 0
€ 61 0 € 0 0 € 20
€ 15 7 € 10 49 € 93
€ 10 0 € 0 29 € 66
€ 25 € 0 € 12 € 12 € 12
€ 11 € 6 € 0 € 0 € 0
€ 11 € O € 0 € 0 € 0

€ 1 € 1 € 0 € 0 €0.85
€ 17 € 0 € 0 € 0 € 0

€ 0 € 0 € 0 € 0 € 0

€ 78 € 21 € 21 € 21 € 21

€ 1,3 € 37 € 20 € 34  €56216
€ 0 € 14 € 14 € 14 € 14
€1,373.63 €232.26 €68.52 €209.37 €42216 € 10 € 10
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Infant

€232.26

Adult

€ 28 €
€ 66 €
€ 64 €
€ 45 €
€ 67 €
€ 40 €
€ 61 €
€158.02 €
€ 10 €
€ 11 €
€ 11 €
€ 1 €
€ 17 €
€ 46 €
€ 78 €

100 -€

Child Age Groups

Pre- Primary
School
€ 10 € 16
€ 21 € 29
€ 6 € 11
€ 18 € 18
€ 11 € 13
€ 0 € 0
€ 0 € 0
€ 10 € 49
€ 0 € 29
€ 0 € 0
€ 0 € 0
€ 0 €0.00
€ 0 € 0
€ 0 € 0
€ 0 € 0
€ 21 € 21
€ 19 € 33
100 -€ 100
€56.27 €197.12

Additional
supplement if more
thantwo children
Third Fourth
Child Child

Secondary

€ 21
€ 514
€ 36
€ 24
€ 16

€ 0
€ 20

€ 93

€ 54
€ 100
10 €

€409.91 € 52
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Child Age Groups Additional
supplementif
more thantwo

children
Adult Infant Pre- Primary Secondary  Third Fourth
School Child Child
€ 22 € 13 € 10 € 16 € 21
€ 35 € 71 € 21 € 29 € 54
€ 31 € 46 € 6 € 11 € 36

€ 29 € 35 € 18 € 18 € 24

€ 62 € 45 € 11 € 13 € 16

€ 32 € 0 € 0 € 0 € 0
€ 41 € 0 €0.00 € 0 € 20
€ 99 € 7 € 10 € 49 € 93
€ 10 € 0 € 0 € 29 € 66
€ 12 € 0 € 12 € 12 € 12
€ 86 € 6 € 0 € 0 € 0
€ 91 € 0 € 0 € 0 € 0

€ 0 € 1 € 0 € 0 € 0
€ 17 € 0 € 0 € 0 € 0

€ 0 € 0 € 0 € 0 € 0
€59.57 € 21 € 21 € 21 € 21
€ 94 € 37 € 20 € 34 € 56

€ 0 € 4000 € 100 € 100 € 100

€944.71 €232.26 €68.52 € 209.37 €422.16 € 10 €10.27
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Adult
€ 22
€ 35
€ 31
€ 32
€ 41
€ 99
€ 10
€ 25
€ 86
€ 91
€ 0
€ 17
€ 26
€ 59
e R
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Child Age Groups

Infant Pre-
School

€ 13 € 10
€ 71 € 21
€ 46 € 6
€ 35 € 18
€ 45 € 11
€ 0 €0.00
€ 0 € 0
€ 7 € 10
€ 0 € 0
€ 0 € 0
€ 6 € 0
€ 0 € 0
€ 1 € 0
€ 0 € 0
€ 0 € 0
€ 21 € 21

€ 37 € 19

€ 100 €

€232.36 €56.27

Primary

€ 16
€ 29
€ 11
€ 18
€ 13

€ 0

€ 0

€ 49

€ 29

€ 33

100 € 108¢(

€197.12

Secondary

€ 21
€ 54
€ 36
€ 24
€ 16
€ 0
€ 20

€ 93

€ 66

€0.00

€ 54
€ 100

€409.91

Additional

supplement if more

than two children

Third Fourth

Child Child
€ 10 € 52
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10. Glossary

Approved Intermediarythese arepart of a network of
qualified

debt advice professionals appointed by the ISI to dea
with DRNs and are experts in the area of datitice.

A Court order made undeection 85D of the
Bankruptcy Act 1988f you have money left over after
reasonabldiving expenses have been deductgdu will
have to contribute that remaining money to the Officie
Assignedor a period of up to 5 years and they will
transfer it to yourcreditors. This is known as a
BankruptcyPayment Order

Central Statistics Offic¢he function of the CSO iké
collection, compilation, extraction and dissemination f
statisticalpurposes of information relating to economic
social and general actilgts and conditions in the State
Early Childhood Care and Educatidhe Scheme
provides early childhood care and education for childt
of pre-school age, th@rogramme was introduced in
January 2010All children are entitled to 2 full academ
years on the ECCE schesiece 2018Chitren are
eligible to start the ECCE scheme in the September c
the year that they turn 3 years ald

Debt Relief NoticeA DRN is a formal agreement that
allows you to write off your debt in full. If you have a
low income, few assets and debts of léss a3%,00€
that you can’t repay, th
solution for you http://backontrack.ie/drn

Debt Settlement ArrangemenA DSA is a formal
agreement with all your creditors that will write off
some of your debt. If you have unsecured debt such ¢
credit cards, loans and overdrafts, a DSA could be th
right choice for youhttp://backontrack.ie/dsa/

Insolvency Service of Ireland

A modified version of the consensual budgeting mode
originally developed in Ireland by the Vincentian
Partnership for Social Justice.
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Prescribed Financial Statement; thisform captures
details of your financial situatiorY.our chosen PIP will
help you complete a PFS

Personal Insolvency ArrangemeAtPIA is a formal
agreement with all your creditors that will write off
some of your unsecured debt and restructure any
remaining secured debt. A key feature of a PIA is thai
the majority of cases, a debtor will be able to remain i
their home http://backontrack.ie/pia

Personal Insolvency PractitionéPs are qualified
professionals, regulated by the ISI, with the relevant
expertise to help you reach a permanent solution for
your debt problemshttp://backontrack.ie/publications
Private Residential Tenancies Board. Reports produced
by the PRTB can be used by Als and PIPs to help the
determine thereasonableness of housing costs being
paid by debtorsThe PRTBvas established in 2004 to
operate a national tenancy registration system and to
resolve disputes between landlords and tenants
Property Services Regulatory Authority. Reports
produced by the PRSA can be used by Als and PIPs
help them determine the reasonablenesshafusing
costs being paid by debtar§he main function of the
Authority is to control and regulate Property Services
Providers (i.eAuctioneers/Estate Agents, Letting Ager
and management Agents)

Personal Insolvency Act 2012

Vincentian Partnership for Social Justice; the
VPSgonsists othe Society of St. Vincent de Paile
Vincentian Congregationhe Daughters of Charity and
the Sisters of the Holy Faithihe Vincentian Partnershig
was established in 1996 work for socialand economic
change tackling poverty and exclusion.

A consensual budgetingnodel originally developed in
Ireland by thevpPsJ on which the ISI based its model
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Insolvency Service of Ireland
Phoenix House

Conyngham Road

Dublin 8

D08 T3CK

Phone: 0761 064 200
Email: rle@isi.gov.ie

Website: www.isi.gov.ie
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