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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PROTECTED TRUST DEEDS INQUIRY 

SUBMISSION FROM: UK Finance 

 

1. UK Finance is the collective voice for the banking and finance industry. 

 

2. Representing more than 250 firms across the industry, we act to enhance 

competitiveness, support customers and facilitate innovation. 

 
3. We welcome the opportunity to provide feedback on the inquiry into Protected Trust 

Deeds (PTDs) and whether these are working well for consumers and stakeholders. 
UK Finance previously responded to the consultation on PTDs on the 19 April 2019. 

 
What are the benefits of PTDs? 

 
4. PTDs are recognised as an important solution amongst the suite of statutory and 

voluntary debt solutions that are available to support individuals in financial difficulty. 
Where an individual is unable to repay their debts in full but is able to make regular 
contributions over a period of time, providing an element of debt forgiveness at the end 
of a successful PTD can be the most appropriate solution.  
 

5. The PTD provides protection for the individual from creditor action whilst the 
contributions are maintained, and certainty of the discharge from all of their debts 
within the PTD. 

 

What downside is there to PTD’s? 

 

6. Failure rates - A key concern around PTDs is the level of failure rates. There is a need 
for a rigorous and robust assessment of the customers finances to ensure that a 
sustainable repayment programme can be maintained. The consequences of the PTD 
failing during the term are significant for the individual: 
 

a. Initial contributions are used to cover the costs associated with the PTD and not 
used to repay the debt.  
 

b. Debt forgiveness – Creditors will be able to recommence action to pursue the 
debt  
 

7. The Accountant in Bankruptcy Annual Report and Accounts for 2018/19 highlights 
statistics around the number of PTDs which were concluded during 2018-19 but failed 
(debtor not discharged). The two main Companies who administer PTDs (accounting 
for over 4,300 PTD and almost 58% of trust deeds protected since 2008) have failure 
rates of 24% and 30% respectively. 
 

8. These statistics raise concerns that individuals are not being advised on a debt solution 
appropriate for their circumstances, and they are not delivering good outcomes for the 
individual or creditors. The influence that Lead Generators and the advertising 
practices promoting the PTD have on the debt solutions that individuals are entering 
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into are not fully understood, and whether this has resulted in incentivising the 
provision of inappropriate solutions. 
 

9. An assessment of the quality of the original decision by the Insolvency Practitioner to 
recommend a PTD, and the subsequent evaluation of the reason for failure should be 
undertaken under the oversight of the Accountant in Bankruptcy and published. The 
objective of the review should be to identify whether there have been / are fundamental 
issues in the assessment by an IP that a PTD is the appropriate solution for the 
individual. 
 

10. The Accountant in Bankruptcy Annual Report and Accounts for 2018/19 highlights 
statistics that show that some Companies have failure rates in single digit figures, 
including one large Company that administers almost 12% of the market. The disparity 
in the outcome (successful/failure) for individuals is significant.  

 

11. Administration expenses - The Accountant in Bankruptcy Annual Report and Accounts 
for 2018/19 identified the significant administrative costs that are incurred for PTDs that 
were concluded during 2018/19. 

 
a. In 2018-19, £66.9 million was ingathered, a 10.8% increase on the total receipts 

in 2017-18.  
 

b. Overall, 35.9% of total receipts was payable to creditors through a dividend 
compared with 36.9% in 2017-18, meaning a majority of total receipts were 
allocated to administration expenses. 
 

c. The average administration cost of a protected trust deed that concluded with a 
dividend payable was £7,242 in 2018-19 compared with £7,344 in 2017-18. 
 

d. The average administration cost of a protected trust deed that concluded with no 
dividend payable was £2,748 in 2018-19 compared with £2,468 in 2017-18. 

 

12. In our consultation response in April 2019, we highlighted the concerns of poor 
outcomes for individuals and creditors whereby individuals’ contributions were greater 
than their debt, and whether in those circumstances a PTD would be the most 
appropriate solution when the debt could be repaid in full. 
 

13. With further enhancements to the Debt Arrangement Scheme and a statutory 
maximum administration fee being introduced, there should be a requirement for an 
outcome-based assessment of the proposed debt solution to understand what delivers 
the best outcome for the individual and creditors. (e.g. PTD v DAS) 

 
14. As we have previously highlighted, where consumers are able to repay their Debts in 

Full over a reasonable time period, a Debt arrangement scheme is likely to be a more 
appropriate. For individuals with low levels of debt, the costs of a PTD can be 
disproportionately high 

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

they? 
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15. The marketing and promotion of PTDs can be undertaken by unregulated firms, who in 

return for collating and ‘packaging’ the individual’s finances receives a fee or 
commission. This could lead to a conflict of interest in the objective assessment by an 
Insolvency Practitioner who has paid a lead generation fee of what the most 
appropriate debt solution is for the Individual and Creditors. 

 
16. The Insolvency Practitioner should be subject to closer regulatory scrutiny to be able to 

evidence that a robust assessment of any information received from Lead Generator or 
debt packager firms has been undertaken, particularly where a PTD has failed. The 
Insolvency Practitioner must be able to evidence 

 
a. A full assessment of the individuals circumstances to ensure the appropriate 

high standard of debt advice has been provided, (including an assessment of 
the full range of potential debt solutions that are available to the consumer), 
before recommending that a PTD is the most appropriate solution for the 
individual 
 

b. Transparency on the incentives being paid to third parties to the individual and 
creditors 
 

c. The identification and treatment of individuals in vulnerable circumstances 
 
17. The ethos of a treating customers fairly should be the central theme of the debt advice 

provision. The regulator (including the RPBs) should ensure that the appropriate 
censure/ sanction for IPs that fail to achieve the required standards is enforced where 
appropriate to achieve good outcomes for individuals. Whilst Lead Generators remain 
unregulated, the Financial Conduct Authority’s principle-based conduct regulation 
ethos would be appropriate to be adopted as this considers an outcome-based lens, 
rather than a statutory compliance or code of ethics compliance lens. 

 


