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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PROTECTED TRUST DEEDS INQUIRY 

SUBMISSION FROM Transport Credit Union 
 
What is your experience of Protected Trust Deeds (PTDs)? 
 
As an industrial Credit Union we deal with Trust Deeds on a monthly basis. We see 
new proposals coming each month from the same companies, often for relatively low 
levels of debt.  
 
We are seeing more and more Trust Deeds coming through for individuals who 
recently obtained loans from us, where there was absolutely no indication of financial 
difficulty or hardship. It is therefore, becoming evident that even if you are not 
struggling financially, as long as you meet the minimum debt threshold, you are able 
to enter into a Trust Deed and effectively be relinquished from any debt 
responsibility. This also reverts back to being able to lend responsibly- often we are 
not seeing the full picture on credit reports – i.e. council tax debts or creditors who 
simply do not report to the same (or any), credit referencing agency. 
  
A number of our own members have approached us in confusion as they either:  
 
Did not understand what it is they have signed (some thought it was just a good way 
of consolidating) 
Were not made aware of any alternative options available to them 
Have not understood the full implications i.e. that it is an insolvency debt solution, 
impact on credit score 
Do not understand where their payments have gone, and they are not in fact 
repaying their debt in full i.e. the dividend procedure 
Or that their Trust Deed has failed (of which we have seen a spike this year), often 
after a few years of repayments, leaving them vulnerable and liable for the original 
debts.  
 
Through various stakeholder events this is becoming more and more evident after 
being raised by not just fellow credit unions and creditors, but across the money 
advice sector also.  
 
There has been a flurry of Credit Union failure in recent times, primarily based within 
local communities. It cannot be ignored that this is happening along with an 
exponential growth in Trust Deeds within the Credit Union sector. It is obvious that 
the current Protected Trust Deed trend in Scotland is having a detrimental effect on 
Credit Unions – of all sizes. The very nature of Credit Unions, means that unlike 
large banks, they are unable to continually absorb the considerable write offs, a 
consequence of Protected Trust Deeds. If Credit Unions are unable to sustain this 
and meet their regulatory requirements as a consequence, then perhaps also this is 
a matter for PRA concern too. 
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 What are the benefits of PTDs? 
 
We now know that financial worries are one of the biggest causes of stress and 
mental health problems. There is no doubt that Protected Trust Deeds have a place 
in the statutory debt solution in Scotland. There are a number of factors which can 
affect peoples’ ability to repay their debts – loss of a household income, period of ill 
health, bereavement, change in domestic situations etc. We know that just one of 
these factors can make repaying debt extremely difficult, if not impossible, with many 
living each month with a deficit in terms of income and having to borrow to make 
ends meet. For those who have no other way out, a Protected Trust Deed can 
provide a lifeline.  
 
For those who are struggling with unsecured debts, a Trust Deed will allow them to 
make one single, affordable monthly payment. Interest and charges are frozen as 
soon as the Trust Deed commences; this immediately provides a sense of control of 
finances. 
 
Furthermore, by maintaining the agreed contributions for 4 (or more years) allows for 
all included debt to be written off, leaving debtors effectively debt free.  
 
The legal protection from creditors afforded to those who sign a Trust Deed is also a 
benefit. Once signed, creditors can no longer embark on any formal or legal action 
against the debtor to recover balances.  
Sequestration or bankruptcy can be hugely disruptive, and the biggest reason for 
that is that, often, your assets, such as your home, your car and your belongings, are 
sold off in order to pay off your debts. With a Trust Deed, selling your assets is not a 
method used to pay your creditors. 
 
HMRC Tax, personal VAT debts & Council tax debts can be included 
 

 What downside is there to PTDs? 
 
Credit scores can be negatively impacted – as with all insolvencies a Trust Deed is 
noted on a person’s credit file, which can make it harder to take out credit in the 
future.  
 
Employment can be affected, for example, you may not be able to act as a director 
of a limited company while you are in an active Trust Deed.  
 
Asset equity may be included – along with monthly affordable payments, it is 
possible that creditors will want to utilise any assets the debtor has available.  
It is possible for Trust Deeds to fail before the debtor is fully discharged. We have 
seen a growing number of these cases in recent times, occurring for various 
reasons. In these instances, the debtor is left vulnerable as despite previously 
making payments to their Trust Deed, they are again fully liable for all of their debts. 
There is no safety net for the debtor at that point – they either need to commence 
repaying the debts which were unaffordable in the first place or consider Bankruptcy.  
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For creditors, there is very little upside to being included in a Protected Trust Deed. 
Dividends are very low most of the time and often reduce further during the Trust 
Deed. 
 
Are there issues with the way PTDs are marketed and promoted to debtors? 
What are they? 
 
We believe so. From TV adverts, to radio loops on popular stations such as Clyde 1 
(just before Christmas there was a Trust Deed Scotland campaign) to poster 
advertisements on the Glasgow Underground, many will be sucked in by the promise 
of being “debt free after 4 years” or having “all of their debt written off”.  
 
When invited to enter into a prize draw for debt write off, individuals are then 
bombarded with texts and phone calls regarding their debt. Whether there ever was 
a real prize draw is unknown, however this allows an “in” for these companies to 
contact individuals (for whom the idea of a Trust Deed may never have occurred) 
and coax them into starting the insolvency process. 
 
It must be acknowledged how Insolvency firms obtain their information and how they 
pursue their “leads”. Through cold calling and unsolicited contact, lead generators 
are able to target those members of society who may or may not require financial 
assistance but indeed have a level of debt. This is surely a bigger issue pertaining to 
GDPR. 
 
As mentioned we have had individuals approach us regarding their Trust Deed 
confused and concerned as they believed to have entered into something all 
together different such as a repayment plan. We think by digging deeper across the 
credit union sector & money advice sector it would become evident that this is not an 
isolated comment.  
 
Are there incentives for providers to offer PTDs – and, if so, are these 
appropriate? 
 
Of course – the exorbitant fees they charge for their work and any extras provided. 
Who knows what will happen within 4 years but even if the Trust Deed fails, the 
practitioners retain any funds ingathered, leaving creditors the most out of pocket 
and the debtor extremely vulnerable. It is a win-win for these companies.  
 
Please provide any further comments you wish to provide on PTDs.  
 
A key issue that requires to be acknowledged also is the FCA’s involvement or lack 
thereof, regarding the money advice given prior to an individual signing a Trust 
Deed. FCA regulated firms are required to provide a certain level of support and 
financial advice to those experiencing difficulty, and to discuss the most suitable 
option for that specific individual. StepChange for example, advises that preparing 
the financial statement can be an onerous task at times as each item must be 
substantiated via evidence from the debtor. 
 
Onerous as it may be, it is absolutely necessary and therefore we question why 
insolvency practitioners are not required to do the same. We were advised by one 
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insolvency firm, that as long as trigger figures have not been exceeded, no 
substantiation is required. We have seen financial statements from two completely 
separate individuals which were identical – suggesting it is just a paper exercise and 
the system can be tweaked accordingly. 
 
A possible improvement could be to introduce a requirement that PTDs cannot be 
protected if they could be repaid in 60 months and provide clarification as to why a 
DAS is not a viable option.  
 
Or, in reflection to the above, in cases where more than 80% of the debt would be 
repaid through contributions refuse protection and automatically refer to a DAS 
whereby a slight increase in duration would allow full repayment. 
 
We appreciate the anecdotal element of the above, but we feel it is prudent to bring 
these cases to the forefront in order to highlight the reality faced by Credit Unions, on 
a mammoth scale 
 
Trust Deeds do not carry the same stigma as Bankruptcy and while this may be a 
positive in many ways, as a statutory debt solution it is important that they are not 
viewed as an “easy way out” of not paying debts. 
 


