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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PROTECTED TRUST DEEDS INQUIRY 

SUBMISSION FROM HM Revenue & Customs 

Trust Deeds – HM Revenue & Customs  

Overview 

HMRC recognises that the Trust Deed process is an appropriate debt solution for many 

debtors. 

The introduction of the new ASTRA platform on the Accountant in Bankruptcy website has 

allowed HMRC instant access to Trust Deed proposals. 

Cases where Trust Deeds Inappropriate 

Whilst not an exhaustive list the examples below provide a cross section of the type of 

cases which HMRC might object to. 

 The basis of the Trust Deed is that the Debtor is able to make payments into a 

Dividend Pot over an extended period, typically 48 months, this requires the Debtor 

to have a source of earned income. Yet we have seen cases where – 

 
- The Debtors only source of income is State Benefits. The only means of raising 

money coming from the Trustees proposal to sell the family home. 

- Similarly, cases where the Debtors level of earned income is low with the balance 

of household income made up through State Benefits. After making payments 

into the Dividend pot the Debtor is left with earned income equating to not much 

more than £40 per week, thereby pushing the Debtor and their family into even 

greater reliance on State Benefits. 

Neither case can be considered as providing a sound financial basis on which to 

proceed with the Trust Deed. 

 Tools available to HMRC would suggest that in some cases that the debtor may 

have difficulties in maintaining a payment plan, based on this there is a chance that 

the Trust Deed would fail.  However it is recognised by HMRC that other creditors 

may not have access to such information. 

 

 Whilst extremely rare we have seen the odd case whereby a Debtor has entered into 

a Trust Deed and checks show that the Debtor has not yet been discharged from a 

pre-existing Trust Deed. This may suggest a failure on the part of the Trustees to 

undertake proper checks or of disregarding evidence to suggest the appropriateness 

of a further Trust Deed. 
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Whilst some inappropriate Trust Deed proposals may have come about due to debtor 
providing Trustees with incorrect information it is equally true that we see examples 
where Trust Deeds have been proposed despite all the evidence pointing to the fact that 
it is not an appropriate financial solution.  

Financial 

From the perspective of the Creditors and the current legislation relating to Trust Deeds, in 

particular, fees, we see many examples of cases whereby the Trustee fees dwarf the 

dividends paid out to creditors.  This can be best illustrated through examples. 

In the example below the figures are fictitious, nevertheless, they are not unrepresentative 

of the types of cases that are regularly seen by HMRC. 

 During the duration of the Trust Deed the Debtor raises £7500 towards his debts. 

 Trustees charges for administering the Trust Deed can be broken down as follows 

- A Fixed Fee 

- Outlays (administration costs) – registration fees, postage, etc. 

- Dividend pot, typically 20% of the total amount raised by Debtor. 

When the Trustees charges are totalled up their combined value can equate to anywhere 

between 50 – 70% of the value of the Dividend pot.  For this example if we take the 

Trustees fees as equating to 66% of the value of the pot then the Trustees fees would be 

£5000, leaving just £2500 in the pot for distribution between all the Creditors.  Against this 

background it is of little surprise that Creditors sometimes express feelings of being ‘short 

changed’ by the current system. 

Unjustifiable Costs.  

Below are examples of poor practices which add to Trustees administration costs which in 

turn reduces the amount of money left in the Dividend pot to pay Creditors. 

 Duplicate correspondence – doubles sometimes trebles the costs to debtor with no 

benefit to either Debtor or Creditor.  It should also be pointed out that with the advent 

of ASTRA there should be no need for manual proposals and post to be sent to 

creditors.  

 Small Dividend payments - With the duration of a Trust Deed lasting up to four years it 

is not unusual for the Trustees to issue interim Dividend payments to the Creditors.  

Neither is it unusual for such payments to be of low value, in the worst cases, 

payments for as little as £0.01 are being made by Trustees.  These miniscule 

payments effectively hit Creditors twice.  The cost of processing payments far exceed 

the value of the payment and represents a net loss to the Creditor, add to this the fees 

charged by Trustees for making the payment which is taken from the Dividend pot, 

reducing the potential dividends to pay Creditors. With the possible exception of the 

Final Dividend payment there are grounds for the guidance to be changed such that 

Dividend payments can only be triggered once a specific threshold is reached. Doing 

so would remove an unwelcome cost to Creditors. 
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Summary  

There appear to be flaws with the current process given that in many cases, a high 

proportion of any monies raised by the Debtor to pay creditors actually goes towards 

Trustees fees.  What would be welcomed by creditors is a process whereby; 

1. Insolvency Practitioners receive a fair remuneration for the work in the Administration 

of a Trust Deed. 

2. Creditors receive a fairer share of the Dividend pot which actually reduces the 

creditor debts.  

 


