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I wrote to you recently to set out the background and my concerns on 
some aspects of the proposed changes to personal insolvency 
provisions.  On reflection, although it was necessary to expand on the 
conclusions eventually reached, I thought it might be worthwhile if I 
provided you with a further letter summarising my areas of concern. 
 
Debt Arrangement Scheme 
 
While undoubtedly these provisions will serve a group of insolvent 
persons, unless there is substantial debt forgiveness (which would 
make it the equivalent of a Trust Deed) the requirement to pay debts in 
full means in my view that the provision only will apply to a limited 
number of individuals.   Thus I had concerns over the £3 Million per 
annum which I undersand is being provided for Money Advisers. 
 
In my last letter I also made reference to the position of money 
advisers, and again I should point out that I see little incentive to such 
advisers to add to their existing workload, without additional 
remuneration, and I also observed that, particularly with regard to 
existing Money Advisers, the further funds provided to their employers 
gave them no direct or personal incentive to increase their workloads. 
 
Protected Trust Deeds 
 
This variant of personal insolvency always provides individuals with an 
alternative to either Bankruptcy/DAS (where neither of these may apply 
for either practical or technical reasons) and creditors have the right of 
veto, whereby within five weeks of being advised they may object to the 
gaining of Protected status.  Therefore, unless there is an objection in 
the Trust Deed, it is deemed to have been accepted by creditors, and 
there is no proposed change in that approach. 
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The suggested minimum dividend payment at the rate of 30% of 
liabilities means that Trust Deeds will only apply to a reduced number of 
individuals, being those with either limited liabilities, or substantial 
assets.    
 
Where there is a wide gap between the level of assets and liabilities 
such an individual may not be able to undertake a DAS, and also may 
not satisfy the legal criteria which allow then to apply for bankruptcy, 
and thus unless they are able to undertake a Protected Trust Deed they 
are likely to be left in financial limbo.  The foregoing is contrary to the 
general approach of the Proposed Reforms which profess the intention 
of providing a wide “tool kit” suggesting that the intention is to provide 
everyone with a feasible, while also being reasonable, approach to 
dealing with pressing financial difficulties. 
 
Creditors under Trust Deeds will continue to have the right to veto the 
gaining of Protected status and thus it should be left to them to consider 
each proposal on its merits, without the imposition of an arbitory lower 
limit, whether it be 30% or indeed any other figure. 
 
Finally, with regard to Trust Deeds, I have previously expressed the 
view that although there may be a need for demonstrable control of 
documentation and regulations put in place to ensure a uniform 
approach by IP’s, present provision facilities a realistic approach to 
personal insolvency, without any direct cost to the public purse. 
 


