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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PROTECTED TRUST DEEDS INQUIRY 

SUBMISSION FROM Building Society Association 

Protected Trust Deeds 

1. What is your experience of Protected Trust Deeds (PTDs)? 
 
Our members tell us that: 
 

 There has been a significant increase in the number of creditors not being advised 
that someone has signed a PTD, this has caused considerable detriment to our 
members. 

 Notification is often received outside the prescribed 7 days deadline. 

 Evidence of the miss use of the Common Financial Tool (CFT). Expenditure is often 
over estimated without any correlation to the debtor‟s bank statements. Often 
household expenses are not halved where a household includes a working couple. 
Other examples include debtor‟s living with parents suddenly contributing to 
household expenditure where previously there was no evidence they have done so. 

 We have seen increasing instances where debtors have entered into a PTD, where 
DAS would have been a much more suitable solution. 

 The main beneficiary of PTDs are the trustee‟s given the excessive expenses IPs 
are claiming, Dubious fees such as “software fees” have sprung up to make up 
shortfalls from previously even higher fees. 

 
2. What are the benefits of PTDs? 
 

If used correctly, and in suitable circumstances where a PTD is the only option, there 
are a number of benefits to the borrower: 
• No contact from creditors you owe money to - the creditors you owe money to 
can no longer make contact with the debtor instead they have to deal with the Trustee. 
• Creditors are unable to enforce any action - Creditors can no longer take any 
action against the debtor such as arresting their bank account, wages arrestment, or 
in some cases applying for their bankruptcy. 
• Employment and public office - you are not barred from certain types of 
employment or public office as you would be if you were made bankrupt. 
• Borrowing money – you are not legally stopped from borrowing money like a 
mortgage or a credit card, although this will likely be difficult. 
• Debts cleared – PTDs usually come to an end after 4 years or after the debtor has 
made all their agreed contributions.  Most of the debtor‟s debts will be wiped out and 
the debtor will not have to pay them back. 
• Heritable Property - A debtor can request their home is excluded from the trust 
deed, should the secured lender agree. If creditors do not object to the protection of 
the trust deed, the debtor will keep control of the equity in their home. The rest of the 
debtor‟s assets pass to the trustee as normal, including any new assets acquired 
during the term of the trust deed 
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The value of PTDs, as a solution, in some cases is not in dispute, what is in dispute is 
the excessive, and misleading advertising of PTDs, lack of information on the 
implications of a PTD, the excessive fees being charged, the general poor behaviours 
by a small number of large IPs, and the poor returns to creditors. 

 
3. What downside is there to PTDs? 
 

• Credit rating – Can affect the debtor‟s credit rating for 6 years from the date the 
trust deed begins 
• Asset realisation – any assets the debtor owns may have to be sold if they have 
any value, or a third party can buy these assets on your behalf at an amount agreed 
by the Trustee. 
• Unable to be a company director – Cannot be a director of a limited company 
unless the terms of the trust deed allow it.  
• Self-employment – The Debtor may not be able to carry on running their own 
business. The trustee may arrange for someone else to run the business or they might 
sell the business if there is any value to it 
• New assets, Fund- If the debtor receives any inheritance or assets within 4 years of 
the start of their trust deed, these can be claimed by the trustee. This also includes 
any PPI compensation, lottery winnings etc. 
• Co-operation – If the debtor does not cooperate with the trustee, the Trustee can 
apply to make the debtor bankrupt. 
• Trustees – The majority of contributions made by the debtor goes towards paying 
the Trustees fees, expenses and also fees payable to the Accountant in Bankruptcy. 
• Creditors – Although a dividend at the commencement of the Trust Deed is offered 
to creditors, it is unlikely that creditors will receive much of a dividend as the majority 
of the funds gathered are used towards the Trustee‟s fees and outlays. Often the 
debtor truly believes that creditors are receiving a substantially higher percentage of 
the realised funds. 

 
4. Are there issues with the way PTDs are marketed and promoted to debtors? 

What are they? 
 

There are significant issues with how some IPs are promoting Trust Deeds and which 
is causing consumer detriment on a number of levels.   We are seeing evidence of IPs 
advertising incentives and competitions to sign a Trust Deed. 

 
Citizens Advice Scotland state: „If you have enough disposable income to be able to 
pay off your debts in full in less than 4 years, then you will not be able to set up a 
protected trust deed. A Debt Payment Programme under the Debt Arrangement 
Scheme may be a more suitable option in this situation.‟  This is misleading. This 
could be interpreted that you are unable to apply for a DAS if you cannot pay within 4 
years, however a DAS can last for longer and in some cases may be more suitable for 
the debtor in clearing their debts. 

 
Debtors are not advised that apart from the Trustee‟s fixed fee of £2,500 there are 
also other costs involved. Debtors are not advised that after they have made all their 
agreed contributions and receive their discharge (being Form 5) that the Trustee still 
remains in office until all assets have been realised and this may lead to a further 2 
years. 
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Advertising a competition to have your debts wiped out is misleading.  Carrington 
Dean advertise to write of your debts through a competition, although their adverts do 
not state you have to enter a debt arrangement programme. However, you still must 
register your details for the competition and an advisor will then contact you.  This 
conversation then leads to the amount of debts the person has and the advantages of 
signing a Trust Deed. 

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

appropriate? 
 

Trustees are able to earn a higher level of income through the charging of expenses 
over and above a fixed fee in respect of PTDs, significantly greater than the income 
they would earn through offering DAS to debtors. 

 
The misuse of the Common Financial Tool by providers results in more individuals 
being offered a PTD. It is recommended that a review of the CFT is required. 

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

Trustee expenses needs to be regulated.  Since the introduction of fixed fees 
there has been an increase in expenses charged by Trustees, such as monthly 
Management Fees, Licence Fees, Storage costs, Software costs, with neither an 
explanation as to how these costs are calculated nor copy invoices supplied to 
prove that the amounts have been necessarily incurred by the Trustee. 

 
The Accountant in Bankruptcy has also increased their fees over the years with 
regards to PTDs.  Previously there was no charge to set up a PTD now the 
charge is up to nearly £500 per case. 

 
Since the charging of fees in respect of PTDs, this has provided enough funds 
for the AIB to become self-sufficient. It appears that the introduction of changes 
to the regulation and promotion of PTDs has resulted in a huge increase in 
debtor funds being spent on fees and regulation rather than on dividends to 
creditors. 

 
Unfortunately, it is clear that current regulations and the regulatory framework 
are not fit for purpose. Clearly The Insolvency Service and Registered 
Professional Bodies are not managing this poor behaviour which is leading to 
significant consumer detriment.  It is time for government intervention. 


