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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PROTECTED TRUST DEEDS INQUIRY 

SUBMISSION FROM UKCreditUnions Ltd 

We are a trade body that represents a portion of credit unions in Scotland, this is our 

response on their behalf, collated from their information and experiences. 

Protected Trust Deeds 

1. What is your experience of Protected Trust Deeds (PTDs)? 

Our member credit unions’ experience of PTD’s is very negative. They have told us that 
as a creditor, they rarely receive a dividend payment as there is generally no funds left 
for this, due to the Insolvency Practitioner being able to deduct their fees first. For the 
rare occasions where, as a creditor they have received a dividend payment, it has never 
been more than 10 pence in the pound.  

2. What are the benefits of PTDs? 

As creditors of PTD’s our member credit unions find there is no benefit to them 
whatsoever. In fact, as explained in more detail in Q3, our member credit unions 
describe them as ‘severely damaging’ to their business.  

For the individual, there are lots of benefits in clearing their debts, however, as 
explained in more detail in Q4, there are implications following a PTD that either isn’t 
fully explained to the individual or the individual doesn’t understand them.  

 

3. What downside is there to PTDs? 

For creditors the downside is as simple as even one PTD can totally destroy a 
business.  

For our member credit unions, the damage to their financial situation is immense. Our 
legislation dictates that we must make provisions for bad and doubtful debt, which 
increases in size at 3 monthly stages, this provision has to come from any surplus 
being generated throughout the year and if the provisioning overtakes the amount of 
surplus being generated then the residue has to come from our regulatory reserves. 
This means that credit unions sustainability is at risk and can quickly make them 
insolvent.  

Credit Unions have seen a major increase not just in the number of PTD’s being 
granted but also in the value of the PTD’s being granted. One Credit Union advised us 
that they have had 34 PTD’s in the last 4 years totalling £90.600. This accounts for over 
a third of their bad debt write offs. A continued loss of this size is unsustainable, if this 
particular credit union was subject to future increases in PTD’s they could easily 
become insolvent. 
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4. Are there issues with the way PTDs are marketed and promoted to debtors? What are 
they? 

Our member credit unions feel that there are serious flaws with the way PTDs are 
marketed and promoted. They feel the information provided to debtors is not clear or 
explained enough and that it gives a false view that a PTD is the best solution for all 
parties involved. They feel it also fails to mention or fully explain the negative side to 
having a PTD and the detrimental effect it will have on the individuals credit file and 
history and that their future options for credit or a mortgage will be severely limited.  

One of our member credit unions reported that an individual who had obtained a PTD 
(whilst owing the credit union a few thousand pounds), came back to the credit union 
for further borrowing, as she believed that the PTD had simply ‘wiped her slate clean’ 
and she could start again and that the credit union had been ‘paid in full’ by her signing 
it.  

Other members had similar stories whereby some of their individual members felt that 
their debts had been cleared so that they were free to start borrowing again.  They were 
shocked and upset when told their debts were not paid in full and that they had left the 
credit union with a serious financial problem.  

 

5. Are there incentives for providers to offer PTDs – and, if so, are these appropriate? 

Our members feel that the only firms to financially benefit from PTDs are the 
Insolvency Practitioners, the fact that the IP’s fees are claimed up front before any 
creditor is given any dividend payment means there is usually very little, or nothing left 
for the creditors. Our members would like to see the fee levels capped and the IP’s fees 
paid alongside those of any creditor and not loaded up front.  

From experience with their individual members, it seems that the majority of those who 
go to IP Providers are encouraged to take out PTDs rather than an alternative like a 
DAS, which may be much more suitable for the individual and offer them a better 
chance of repairing their broken credit history so that they will not be disadvantaged 
when needing any future borrowing.   

 

6. Please provide any further comments you wish to provide on PTDs. 

Our member credit unions have experience of individuals from the same families taking 
it in turns to sign a PTD and leaving a large debt with the credit union. They have also 
experienced individual members being allowed to sign PTDs more than once and feel 
this is an abuse of the system. Therefore, they would like to see PTDs being limited to 
one per individual and for the PTD to last for a much longer time length.  A longer time 
period would also offer more dividend payment back to the creditors. 

Plus, they would like to see individuals who take out loans whilst in the process of 
obtaining a PTD or applying for a PTD within a year of taking out a loan, prosecuted for 
fraud and the PTD overturned or denied.   

Knowingly taking further credit whilst seeking a PTD is becoming common practice, as 
the individual knows it can be added into a PTD and there will be no repercussions for 
the individual. 
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Ideally, they would also like to see credit unions loans being exempt from all Trust 
Deeds.  

Credit Union loans are made from the members pooled savings, so once a loan is not 
repaid, that money has to come from any surplus that is being generated throughout 
the year, if the credit union is struggling to make a surplus then even one sizeable PTD 
can make it insolvent. The effect on a community when a credit union closes is 
immense.  


