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09 September 2019 
 
  
 Dear Gordon,  
  
Draft Debt Arrangement Scheme (Scotland) Amendment Regulations 2019 
 
Thank you for your letter of 6 September regarding the above draft regulations.  I am, of course 
happy to respond to the issues raised by the Committee. 
 
DAS has been extremely successful since its inception and proved a vital addition to the debt 
solution landscape in Scotland.  It is a testament to the scheme that the UK Government has 
acted on stakeholder representations to propose a similar scheme for England and Wales. 
 
While DAS works well, I am keen that we take the opportunity to take forward improvements 
and, importantly, do what we can to enhance the capacity to deliver DAS in Scotland.  In this 
regard, I was pleased to note that several witnesses providing evidence at last week’s session 
recognised that these regulations moved DAS in the right direction and included several 
elements that would enhance the programme from the view-point of the debtor.  The reforms 
proposed here have been in preparation for over two years, and all elements received an 
overwhelming majority of support both in the public consultation that closed earlier this year, 
and in our annual round of stakeholder events. 
 
One such example I would highlight, in light of the committee rightly placing importance on the 
evidence presented by Citizens Advice Scotland, is the submission to the Committee from 
Citizens Advice & Rights Fife (CARF) which accounts for the second largest volume of DAS 
cases from any individual Scottish organisation.  CARF is fully behind the reforms as proposed 
and its submission concludes that “Generally, the proposals should ensure increased 
accessibility for the debtor, viability for creditors and sustainability for money advisers.”  
  
One central element of these proposed reforms was not covered specifically during the 
discussions at your committee.  At present, approximately one quarter of those accessing DAS 
do so through a fee charging money advice organisation.  The fees charged normally comprise 
an upfront payment and ongoing fees for the programme support and functions required by 
the Continuing Money Adviser (CMA) as set out in the regulations.  These draft regulations 
dispense with these fees.  Clients would be able to access DAS at no cost, irrespective of the 
advice organisation involved.  They could choose to use these funds to pay debts more quickly 



or retain them to help improve sustainability of the payment programmes.  This fundamental 
issue, alongside the other changes discussed at the session, provide for a package of debtor 
focused improvements and I am convinced that they should be implemented. 
 
Turning to the concerns highlighted in your letter as expressed by some of the witnesses.  
These centre on the framework that has been set out in regulation 4 covering both the fee 
structure and the less restrictive arrangements in place governing the payments distribution 
(PD) functions within DAS.  The concerns set out fall within the following categories: 
 
1. Lack of clarity over the split in the 20% fee set out in regulation 4. 
 
The regulations deliberately move away from prescribing how the 20% fee should be divided 
in the minority of cases where this function will be undertaken by separate parties.  Partly this 
is because separating the roles is not always straightforward.  For example, dealing with a 
missed payment may be considered to be a PD function, but it may also indicate that money 
advice is needed.  But as importantly, the regulations seek to provide maximum flexibility for 
money advisers and PDs to set their fees and determine their own roles driven by the sector.  
I do not see any advantage in this being determined by Government where such an agreement 
is being reached between those other parties.  
  
What we have done separately is to provide for AiB to act as PD when no other organisation 
is nominated – and set AiB’s initial charging point for PD functions at 5%, with 15% available 
to the advice organisation.  This is partly necessary because the “taxi rank” system becomes 
unattractive when those cases allocated through it would tend to be only those of lower value: 
we are moving away from “forcing” a PD to accept cases.  It also strikes me as sensible that 
other organisations looking to deliver PD functions are allowed to conduct a similar exercise 
to establish costs and set fees appropriate to their operating model.  The choice of PD within 
any DAS programme will have no cost for the individual in debt, and the standard fee of 20% 
provides greater clarity for creditors. 
 
2. Return of funds to the free sector. 
 
I should say up front that these regulations are focussed on making DAS work for the debtor, 
giving them more choice and enabling them to be debt free quicker.  Their primary focus is on 
supporting individuals in debt repay those debts in a sustainable way and to secure return for 
their creditors.  The regulations main focus is not – nor should it be – about funding the free 
sector.  Insofar as the proposals allow for a possible return of funds to the free sector to help 
towards the costs of providing advice to DAS clients, this is a welcome bonus.  But we are 
talking limited sums here that in reality will not affect the overall issue of funding for debt advice 
– perhaps less than £100k in the first year.  We are very actively considering how best to tackle 
the wider issue, and we will be publishing a Debt Routemap, which brings together the findings 
of the Tackling Problem Debt Working Group later in the autumn.  I will of course be happy to 
discuss that with the committee should it so wish me to when the Routemap is published. 
 
I know the free sector is very focussed on exactly how the arrangements for returning any 
funding might work.  It will not surprise you that the recent consultation produced a divergence 
of view within the sector, with one third going for an option that would see funds returning 
directly to those organisations generating DAS cases, and one third going for an option that 
would see the money added to our general funding for debt advice.  I have been considering 
the views expressed and I propose to allow individual organisations the choice between these 
two options to promote flexibility, ensuring that the arrangements put in place meet the 
requirements of each individual organisation by placing that decision in their hands. 
 



I am of course clear that we will need to keep this under review, and that this is an innovative 
approach with a small amount of seedcorn funding that may offer a way forward more 
generally.  I should also be clear that the funding generated by this route and how it is used 
will be subject to full external audit and annual publication through the normal process of AiB’s 
Annual Report and Accounts. 
 
My view is that separate legislative provision is not be required to provide for the options to 
return funds to the free sector as set out in the consultation, and that maintaining flexibility to 
change these is a significant advantage.  However, I would, of course, be willing to consider 
the issue of legislative cover once we see how the proposed changes work out in practice: I 
should say again that we expect AiB to act as payment distributor in only a minority of cases. 
 
3. PD functions and selection of organisation 
 
In introducing greater capacity for PD functions and more resilience in the system than 
provided for under the current arrangements, it is clear that the arrangements for selection of 
the PD does require amendment.  While the “taxi rank” system of allocation has worked, this 
has been administered under the framework of procured services and allocations based on 
the associated contractual arrangements. 
 
I am not convinced that the revised arrangements will introduce onerous requirements for the 
free advice sector and I would certainly take a personal interest to ensure that this is not the 
case.  AiB has developed system capability to have a readily available schedule of authorised 
PD organisations and this would be considered a relatively straightforward aspect of the 
application process.  As highlighted, AiB can undertake these functions where the debtor and 
advice organisation consider this as the most appropriate option. 
 
The important point is that these regulations are designed to provide increased autonomy and 
flexibility for individuals who are seeking assistance during a very difficult time.  This applies 
not only to the advice part of the process, but also choice over all aspects of the scheme 
including the collection and distribution of payments.  I believe that ensuring that the client can 
be involved in that – in concert with their adviser – is an important principle. 
 
4. A general review of statutory debt relief solutions 
 
I recognise the representations made seeking a more wide-ranging and systemic review of 
debt solutions in Scotland.  Of course, these proposals for DAS are closely linked to our 
understanding of the concerns over Protected Trust Deeds, as the Committee will have heard 
last week, and the proposals have been developed and consulted on side by side with 
consultations on Protected Trust Deeds.  Our consultations have failed to generate sufficient 
consensus for me to have brought forward proposals, though I would hope to do so in the near 
future following further discussion with stakeholders. 
 
It is also worth noting that many the recent developments have been cross-cutting in nature 
and have considered the implications and requirements of all debt solutions – developments 
such as the the introduction of mandatory money advice prior to entering any product, the 
moratorium protections that apply across the board and initially introduced for DAS only and 
the introduction of the Common Financial Tool to promote consistency of approach across the 
entire system. 
 
I agree that there is a case for a more fundamental and wide-ranging review.  I will revert back 
to you in due course with more detail as to how that can be taken forward and will be very 
happy to discuss this matter further with your committee. 



 
I hope that this response is helpful. 
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