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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PROTECTED TRUST DEEDS INQUIRY 

SUBMISSION FROM Scotwest Credit Union Limited 

Protected Trust Deeds 

Scotwest Credit Union welcomes the Scottish Parliament Economy, Energy and Fair Work 

Committee‟s inquiry into Protected Trust Deeds (PTDs) and is pleased to respond. 

Scotwest Credit Union is one of the largest credit unions in the UK, serving over 33,000 

members located throughout the West of Scotland. It has over £72m in assets with £64m in 

savings and a loan book of over £42m. As part of the wider credit union sector, Scotwest 

has long been recognised by both the Scottish Government and the UK Government as 

playing a vital role in ensuring access to affordable credit for consumers within the 

financially excluded population.   

In 2019 alone, Scotwest issued over 4,500 loans worth £12.5m to the top three areas of 

multiple deprivation in Scotland (in accordance with the Scottish Government‟s SIMD - 

Scottish Index of Multiple Deprivation).   

Scotwest accepts that there is a risk in lending and that there needs to be a way for 

consumers to extricate themselves from problem debt. However, in conjunction with our 

colleagues from within the credit union sector, Scotwest has become increasingly 

concerned about the unprecedented growth of PTDs.  

1. What is your experience of Protected Trust Deeds (PTDs)? 
 
Scotwest lends money, therefore it‟s experience of PTDs is that of a creditor. 
 
In the last 3 years alone we have seen a 100% increase in the number of PTDs and a 61% 
(over £91k) increase in the value written off to PTDs. 
 
2. What are the benefits of PTDs? 
 
The benefits of PTDs are mainly for the debtor: 

 Single affordable payment for debtors who have been struggling to meet repayments 

 At the end of the term of the PTD (usually 4 years) the remaining unsecured debt is 
written off 

 Once a Trust Deed is protected, creditors can no longer take legal action against 
debtors 

 
Benefits to the creditor: 

 As a creditor, Scotwest does not believe it benefits from PTDs in any way 
 
3. What downside is there to PTDs? 
 
The downside of PTDs for debtors is: 
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 Negative effect on a debtor‟s credit rating for 6 years 

 Debtors may struggle to borrow during the term of the PTD as they must disclose 
this to their creditors 

 A PTD is publicly listed on the Scottish Insolvency Register 

 A PTD is inflexible, monthly payments can only be reduced with the agreement of 
the creditors. If a debtor‟s circumstances change and they are no longer able to 
make their payments, the Trust Deed may fail and they will still be liable for their 
debts and could be forced into bankruptcy. 

 
The downside for creditors is: 

 The relatively small dividend creditors receive as a percentage of the original debt 
(Scotwest routinely receives, on average, 11% of the average outstanding debt)  

 Interest is frozen and not considered as part of the overall debt therefore creditors 
lose both the expected profit margin as well as a large percentage of the principal 
sum 

 Lack of control or scrutiny for creditors in terms of the fees and costs that trustees 
charge to PTDs     

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

What are they? 
 

Yes, there are significant issues with the way that PTDs are marketed and promoted to 
debtors in Scotland. PTDs are marketed in such a way that prominence is given to writing 
off debts with much of the important detail hidden away from the headlines or indeed written 
in tiny text at the very bottom of the website.  You only need to do a Google search on 
“Trust Deeds” and you‟ll see the many websites using headlines such as:  

 
“You could be debt free in 48 months” 

“Clear your unsecured debts in just 4 years” 
“20,000 people helped to be debt free in just 48 months” 

 
Headlines such as these are designed to invoke interest in writing off debts rather than 
interest in getting much needed help with unmanageable debts. Furthermore, many of 
these websites contain calculators where the consumer clicks a button that says “Do I 
Qualify” which is not transparent and is misleading. 
 
We also see many websites who quote themselves as „Government Approved‟ or as the 
„Official‟ website which is massively misleading for consumers. 
 
There have even been competitions advertised to write off debt 
https://thebigdebtpayoff.co.uk/ which is clearly a way to generate leads for debt advice yet 
on looking at this web page there is no prominence given to this purpose. Consumers 
registering for this competition are subsequently contacted and encouraged to take debt 
advice leading to a surge in PTDs.  
 
Locally, we have seen individuals working in shopping centres during the summer, 
approaching consumers to pay for their groceries, clothes, footwear etc. whilst handing out 
cards advertising debt advice.     
 

https://thebigdebtpayoff.co.uk/
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Scotwest operates within a highly regulated environment that is designed to protect 
consumers from advertising that is not transparent, is misleading or is unfair and we feel 
that there needs to be more scrutiny placed on the type of aggressive advertising and 
marketing that we are experiencing in Scotland in relation to Trust Deeds. 
 
 
5. Are there incentives for providers to offer PTDs – and, if so, are these 

appropriate? 
 

Yes. We believe that the incentive to offer PTDs more than other solutions ie Debt 
Arrangement Scheme (DAS), is that they are far more profitable due to the lack of control 
over fees and costs. You only need to look at what is being charged to PTDs to see why 
there has been such an unprecedented uplift in the provision of PTDs as a debt solution.  
 
Here are some figures from Scotwest‟s records as an example of how contributions within 
PTDs are typically split: 
 

Debt Contribution Fees & 
Costs 

Fee & Costs 
Percentage 

Creditors Creditors’ 
Percentage 

£7,679.00 £4,609.00 £3,774.00 82% £835 18% 

£7,534.00 £4,657.00 £3,903.00 84% £754 16% 

£25,400.00 £9,581.00 £5,932.00 62% £3649 38% 

£17,082.00 £11,089.00 £6,334.00 57% £4755 43% 

£21,756.00 £6,529.00 £4,299.00 66% £2230 34% 

£12,629.00 £5,281.00 £4,018.00 76% £1263 24% 

£8,958.00 £6,241.00 £5,080.00 81% £1161 19% 

 
As you can see, in all of these examples (we have many more that we could list and have 
randomly selected these), the fees & costs charged by the Trustee far outweigh what the 
creditors receive in dividend.  
 
We would note that in the recent Plevin v Paragon case, regarding the mis-selling of PPI, a 
court decided that a commission charge of 71% was unfair to a consumer and then a 
threshold of 50%  was set as being reasonable. You will note from the table above that the 
creditors very rarely ever receive 50% of a debtor‟s contributions, due to trustees charging 
in excess of 60%, 70% and even  80% in fees in some cases. 
 
I would draw your attention to the similarities:  
 

 PPI was largely mis-sold in banks, with the driver being profitability and, taking into 
account the high proportion of fees & costs charged by trustees, it appears that 
PTDs are highly profitable too.  

 There was a lack of appropriate regulation, a lack of scrutiny from regulators and no 
real accountability of banks, leading to them being able to charge what they wanted 
for PPI 

 The legal & regulatory framework for PTDs is principle based and lacking in specific 
rules around fees and costs, thus giving trustees a license to charge whatever they 
want and creditors have no transparency on this.  
 
 



Scotwest Credit Union Limited  EEFW/S5/19/PTD/23 
 

4 

6. Please provide any further comments you wish to provide on PTDs. 
 
The principle that underpins Insolvency in Scotland is that if a debtor can pay their debts 
then they should pay their debts. How can it be then, that a vehicle for debt relief, sees the 
trustee receive significantly more from a debtors‟ contributions than the creditors do?  
 
On this basis, we believe that PTDs, as they currently stand, are not fit for purpose as they 
do not maximise returns to creditors.  
 


