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Dear Sir/Madam, 

 

Debt Arrangement Scheme – 2016 Review Consultation  

 

1. We welcome the opportunity to respond to the consultation on changes to the Debt Arrangement Scheme, 

following the review undertaken in 2016 to which we responded.  

 

2. UK Finance is a new trade association which was formed on 1 July 2017 to represent the finance and 

banking industry operating in the UK. It will represent around 300 firms in the UK providing credit, banking, 

markets and payment-related services. The new organisation brings together most of the activities 

previously carried out by the Asset Based Finance Association, the British Bankers’ Association, the 

Council of Mortgage Lenders, Financial Fraud Action UK, Payments UK and the UK Cards Association. 

 

Question 1 – What is your preferred choice of determining the level of contribution to be made by debtors in the 

future? 

3. Option 3 which introduces flexibility would be our preferred choice. This preference is based upon: 

 

a. Assessing contributions – we agree that the Common Financial Tool (CFT) should still be completed 

and circulated to creditors, and that the CFT forms the foundation upon which the proposed 

contribution level is assessed. 

 

b. Sustainable programme – Whilst customers should be encouraged to repay their debt as quickly as 

possible, the introduction of an element of flexibility allows for a more sustainable payment programme 

to be agreed. This will minimise the potential for unnecessary breakages in the arrangement and the 

consequential implications for the customer, supervisor and creditors.  The flexibility will allow 

recognition of the changing nature of some employment contracts (such as zero hours contracts) 

which can lead to fluctuations in income. The consultation was not clear as to whether Option 2 would 

allow flexibility of a pre-defined percentage of the surplus income (e.g. contribution must be a minimum 

of say 80% of surplus income).  We do not feel that an absolute percentage variance is appropriate, 

but that flexibility should be available to the debt adviser to make a rationalised proposal.      
 

c. Maximum Term – We do not believe that a restriction should be placed upon a maximum term by 

which the arrangement should be extended. Extending the term unnecessarily might not however be in 

the best interests of the customer, and we therefore believe it should be incumbent upon the debt 

advisor or DAS administrator submitting the application to: 

i. Provide information on the contribution and term that would be applicable under the current 

full contribution approach 

ii. Explain and rationalise the reason for the reduced contribution being offered and the 

consequential impact upon the increased term 

iii. Ensure the potential risks of the extended term are understood by the customer. The 

extended duration of the programme increases the period during which the arrangement 
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could break.  If the debt payment programme is completed in full, the extended term will not 

have any financial implications for the customer (as fees and charges are frozen during the 

programme and waived upon successful completion). If however the programme breaks, the 

interest and charges will become payable and will have an impact upon the customer.   

iv. The broad principle that an arrangement in excess of 10 years is unlikely to be acceptable 

should remain 

v. Management Information should be maintained to assess the impact of any extension of term 

upon the programme outcome.  

  

d. ‘Lump sum’ discretionary condition – the proposal to allow future proceeds from the sale or remortgage 

of a dwelling house would be more effective if flexibility in the overall repayment proposal is available.   

 

e. ‘All Debts’ – we welcome the aim to introduce flexibility by allowing rent and mortgage arrears to be 

excluded from a DPP. This will avoid the necessity to break any pre-existing arrangements for such 

arrears where it is not necessary or not in the customers’ interest. The flexible approach to housing 

arrears aligns and complements a similar approach to assessing contribution to the DPP.  

 

4. The consultation advises that the AiB proposes to amend the regulations to allow an offer of a future ‘lump 

sum’ from the sale or remortgage of a dwelling house to be included as a discretionary condition.  

 

5. We are broadly supportive that such discretionary conditions can be beneficial for customers and creditors 

where used appropriately, although realising the value of equity within a dwelling house as soon as 

possible provides for the greatest level of certainty to the customer and creditors.  

 

6. The interim response has not sought feedback on this specific policy proposal and does not contain detail 

as to how it might be implemented. We would welcome the opportunity to engage further on this topic, and 

have set out below some considerations based upon experience with similar ‘equity release’ conditions 

relating to an Individual Voluntary Arrangement (IVA) in England & Wales. 

 

a. Lack of Certainty 

i. The future value of the dwelling house is not known. 

ii. The availability/lending criteria of further advance products or re-mortgage products could 

change over time (e.g. through the tightening of credit policy; changes in property valuations 

affecting the LTV eligibility for products; or changes in interest rates affecting affordability) 

iii. There is therefore uncertainty as to whether it will be possible to make the ‘lump sum’ and 

consequently an impact upon the total expected contribution within the agreed arrangement. 

The policy will need to consider this potential eventuality. Allowing flexibility to accept a lower 

amount of disposable income by way of a regular contribution on the expectation of a future 

lump sum will need careful consideration, and may not be in the best interests of the 

customer if it transpires that it is not achievable.   

 

b. Lump Sum contributions are rarely achieved. 

i. The expected ‘contribution’ towards the end of the IVA is rarely being achieved due to a 

combination of the factors identified above. 

ii. This inability to achieve this lump sum under new DAS regulation could take a number of 

years to emerge as an issue (with the average life of a DAS  being 6.8 years) 

iii. Whilst it is recognised that there are social as well as financial reasons for a customer to 

remain in their dwelling house, customers should not be misguided that if they offer future 

‘lump sum’ contributions which subsequently prove to not be achievable, that the total 

contributions can be reduced.  

 

If you have any questions relating to this response, please contact Ian Fiddeman, Policy Director 

(ian.fiddeman@ukfinance.org.uk). 

 
 
Ian Fiddeman 

Policy Director 
 

 

 



RESPONDENT INFORMATION FORM 

Please note that this form must be returned with your response to ensure that we handle your response 
appropriately. 

1. Organisation Name 

UK Finance 

Title  Mr   Ms    Mrs    Miss    Dr        Please tick as appropriate 

Surname 

Fiddeman 

Forename 

Ian 

2. Postal Address 

5
th
 Floor, One Angel Court, 30 Throgmorton Street, London 

Postcode EC2R 7HJ Phone 0207 216 8848 Email 

ian.fiddeman@UKfinance.org.uk 

3. Sector 

Please tick as appropriate 

Creditor  
 

Advice Sector  Local Authority   

Debtor   
 

RPB   Solicitors/Advocates  

Insolvency Practitioners  
 

Other   If other please specify: Trade Association   

4. Permissions  - I am responding as… 

   Individual / Group/Organisation    

    
 Please tick as appropriate      

       
 

 
      

(a) Do you agree to your response being made 
available to the public (in Scottish 
Government library and/or on the Scottish 
Government web site)? 

Please tick as appropriate     Yes    No

  

 
(c) The name and address of your organisation will be 

made available to the public (in the Scottish 
Government library and/or on the Scottish 
Government web site). 

 

(b) Where confidentiality is not requested, we will 
make your responses available to the public 
on the following basis 

  Are you content for your response to be made 
available? 

 Please tick ONE of the following boxes   Please tick as appropriate    Yes    No 

 Yes, make my response, name and 
address all available 

     

  or     
 Yes, make my response available, 

but not my name and address 
     

  or     
 Yes, make my response and name 

available, but not my address 
     

       

(d) We will share your response internally with other Scottish Government policy teams who may be addressing the issues 
you discuss. They may wish to contact you again in the future, but we require your permission to do so. Are you content for 
Scottish Government to contact you again in relation to this consultation exercise? 

  Please tick as appropriate    Yes  No 

 


