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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

Debt Arrangement Scheme (Scotland) Amendment Regulations 2019 

SUBMISSION FROM Graeme Macleod Head of Operations at Carrington Dean 

As Scotland’s largest Insolvency Practitioner, we read the draft regulations with great 

trepidation. 

The Debt Arrangement Scheme is an extremely attractive product for a certain type of 

client. We often encounter clients who have a high disposable income and a large amount 

of equity in their home, rendering them unsuitable for a Protected Trust Deed or 

Sequestration. 

In this type of situation, a Debt Arrangement Scheme helps clients consolidate their debt 

into an affordable monthly payment while offering precisely the same asset protection a 

Trust Deed would. 

Over the last decade or so the Accountant in Bankruptcy has made various changes to the 

regulations which govern the Debt Arrangement Scheme often leaving advisors in a 

situation where they are confused about the advice to give. 

With that in mind the regulations play an essential role in standardising the Debt 

Arrangement Scheme and making it possible to give transparent and concise advice to 

clients. 

This considered we do have some reservations about the proposals currently with the 

Parliament for approval. 

Accountant in Bankruptcy as Payment Distributor of ‘last resort’ 

While we appreciate there needs to be a default option available to Continuing Money 

Advisors, it is clear that the Accountant in Bankruptcy assuming this role may cause 

significant conflict. The explanatory note states: 

Under regulation 16(2) of the DAS Regulations, a PD who ceases to act must transfer the DPPs for which that distributor 

is responsible to a substitute distributor specified by the DAS Administrator. The Regulations provide that, where the 

Accountant in Bankruptcy (“AiB”), who acts as the DAS Administrator, is specified as a substitute PD under regulation 

16(2), AiB may at any time transfer on to an alternative PD the DPPs for which AiB is responsible (regulation 4(5)). 

This should be amended to limit the amount of time AIB are able to act as PD, by way of an 

example 120 days could be applied. Within this time period AIB would be duty bound in 

consultation with the Continuing Money Advisor and client to have a replacement PD in 

place by the conclusion of the 120-day period. 

The sanctity of the DAS process must be protected. If AIB are to undertake variations on 

cases on which they perform the PD function it could be argued by creditors that they lack 
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objectivity. Particularly if it means an increase in fees for AIB. This amendment would 

remove any accusation of bias as AIB would only act for a relatively short period of time. 

Funding 

The consultation published on 28 May 2019 stated: 

1.7 As noted in the consultation paper, where AiB is nominated as PD, it will charge the statutory 

administration fee for this function but will only seek to recover its costs. Any excess funds will be 

re-invested in the free advice sector. 

This is an unacceptable and unfair proposal. The free sector has suffered significant 

financial detriment over the last decade. Should this proposal be adopted, AIB fees should 

be capped at 8%. The 12% remainder should be remitted to the continuing money advisor 

within 30 days of payment receipt. 

As stated previously, this would only apply for the 120 days AIB acted as PD. 

Fee Structure 

The new fee structure described in the draft legislation: 

 
In the case of a debt payment programme for an individual, the administration fee, including any VAT 
incurred, is 20% of the sum due to be paid to a creditor in a distribution by the distributor. 
 

Should be applied retrospectively to all live DAS cases. 
 
Reasoning 

 

I would refer to the FCA guidelines surrounding Treating Customers Fairly (TCF). 
 
Retrospective application of the new fee structure is the only way to achieve this. 

 
Conclusion 
 
While Carrington Dean feel that the draft legislation is a positive step. There are too many 
anomalies in the current format to allow us to recommend it. 
 
If the suggestions in this response are implemented, Carrington Dean would be happy to 
offer our support to the implementation of the new regulations. 


