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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PROTECTED TRUST DEED INQUIRY 

ANONYMOUS SUBMISSION 1 

Protected Trust Deeds 

1. What is your experience of Protected Trust Deeds (PTDs)? 
 
I am an Insolvency Practitioner currently specializing in PTDs. I have over 7 
years’ experience working for volume PTD providers and prior to that I had 
several years’ experience working for volume Individual Voluntary Arrangement 
(“IVA”) providers. I have experience of dealing with PTD introducers, firms who 
sell potential PTDs to the providers. 
 
To clarify, I define a provider as a firm that takes and administers PTD 
appointments. I define an introducer as a firm or individual that sells potential 
PTDs to a provider. 

 
 
2. What are the benefits of PTDs? 

 
A PTD is a formal insolvency process offering debt forgiveness and legal 
protection from creditors with no upfront entry fee. It is particularly beneficial to 
homeowners with equity in their property as it enables them to reach an 
agreement with their creditors without the need to sell their home, which is 
more likely to be the case in sequestration. 
 
In my experience, most debtors want to make one affordable monthly payment 
over a reasonable period of time with protection from creditors. Whilst not the 
only debt solution to offer this, a PTD provides this and is a relatively easy 
solution to enter. 

 
 
3. What downside is there to PTDs? 

 
Many debtors do not fully appreciate that a PTD is a formal insolvency 
procedure and that it may result in bankruptcy if the debtor does not fully 
comply with its terms. This is particularly true where the debtor is a homeowner 
and the trustee is obliged to realise any equity in the property. 
 
The costs of administering a PTD are high, which results in a very low return to 
creditors. It is not unusual to see dividends as low as 5p in the £ being offered 
to creditors, which can be reduced further if the costs of the PTD increase; this 
is not unusual. I have experience of PTDs where the level of debt is just over the 
statutory minimum of £5,000, the debtor pays in a total of £4,800, the costs 
amount to several thousands of pounds and only a few hundred pounds is 
distributed to creditors. 
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PTDs are not flexible enough. A debtor should be able to offer a full and final 
settlement to their creditors if the trustee considers it to be fair and reasonable. 
 
Under the current legislation, creditors have to wait two years for a dividend. In 
other debt solutions e.g. a debt management programme, funds are distributed 
to creditors monthly.  
 
There is poor creditor engagement with PTDs. The large creditor 
representatives are more concerned with fee structures than the overall fairness 
of the proposal, often to the detriment of smaller creditors. 

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

What are they? 
 
Introducers market their services in such a way as to promote PTDs ahead of 
other debt solutions, which may be more appropriate, and offer a better return 
to creditors. The staff they employ are set targets and receive bonuses linked to 
the number of PTDs sold to providers; their business is the sale of PTDs. Given 
this, it is highly questionable as to whether the advice they provide to debtors is 
balanced and impartial. I have experience of cases where DAS would be a 
realistic alternative to a PTD, but the debtor is adamant that they want to 
proceed with a PTD because this is what they have been advised to do. 
 
The marketing and promotion of PTDs ahead of other debt solutions is 
detrimental to debtors and creditors in that: 
 

 Debtors are not receiving good advice. 

 Creditors are receiving very low dividends. 
 
There is a strong argument that the real beneficiaries of PTDs are not debtors 
and creditors, but the organisations that deal with their administration and 
regulation. 
 
The majority of the larger financial institutions have delegated their voting 
rights to the three main creditor representatives in the volume personal 
insolvency (IVAs and PTDs) sector. The main criteria used by these 
representatives when deciding on whether or not to accept a PTD is the fee 
structure. These “fee rules” are well known and providers will pitch their 
proposed fees in order to ensure that the majority creditor in a PTD will not 
object. Very occasionally, a creditor representative will look at other criteria 
when assessing the PTD, but largely it is determined by the fee structure and if 
it meets their criteria, they are happy to accept dividends as low as 5p in the £. 
 
Under the current legislation, creditors do not have to actively vote in order to 
accede to a PTD. If they are satisfied that the PTD meets their criteria, the 
creditor representative does not need to take any further action and they are 
deemed to have acceded to the PTD. Smaller creditors, such as credit unions, 
are often disadvantaged by this voting practice as they do not have a sufficient 
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level of debt to influence the final outcome and are forced to accept a low 
dividend that is not acceptable to them. 
 
In many cases where there is a low level of a debt, a DAS debt payment 
programme is often a realistic alternative to a PTD and, if completed, would 
provide creditors with a dividend of 80p in the £, compared to a significantly 
lower dividend in a PTD; however, there is no market for a DAS referral and 
therefore the debtor is pushed towards a PTD. 
 
As a consequence of the fees paid to introducers and the restrictions on fees 
imposed by creditors, most volume PTD providers have sought to increase 
their income by increasing the amount they charge for disbursements, the 
costs of administering the PTD. The example that has drawn most attention is 
the increase in IT costs, where the providers case management software is 
used under licence from a “third party”, who also charge a monthly 
maintenance fee.  
 
It is also concerning that a number of company’s who sell PTDS style 
themselves in such a way as to give the impression that they are a charity, 
which suggests that they are impartial and acting in the debtor’s best interest. 

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

appropriate? 
 
PTD providers pay introducers for cases, typically between £1,0000 and £1,500 
for a referral (introduction) that leads to a PTD appointment (or possibly 
sequestration, although this is less common). Ethically, this is a highly 
questionable practice. Whilst the PTD providers will argue that they are paying 
for assistance in assessing the debtor’s financial circumstances and gathering 
information to enable the completion of the necessary documentation, in reality 
they are paying for a lead.  
 
The majority of introducers are FCA authorized, or an authorized representative 
of an FCA authorized firm, and are required to fully assess the debtor’s financial 
circumstances and advise them on all appropriate circumstances. I cannot see 
how this advice can be balanced when the fundamental business of the 
introducer is to sell a PTD lead to a provider. There is no financial incentive to 
recommend other, possibly more appropriate, debt solutions. 
 
I have seen cases where the debtor’s income and expenditure statement has 
been manipulated in order to make a PTD a better fit than, say, DAS. 
Expenditure allowances are maximised in order to reduce the debtor’s 
disposable income so that their debt is not repayable in 48 months or less, 
which would make DAS a more appropriate solution. 
 
Best practice also requires the insolvency practitioner to assess the debtor’s 
financial circumstances and inform them of all the appropriate solutions 
available to them; however, by the time this assessment has been done the 
debtor has often been convinced that a PTD is the best solution for them. 
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A whole industry has developed around personal insolvency and the sale of 
PTDs and IVAs. This industry is dominated by a few providers whose business 
structure is dependent upon taking on significant numbers of new PTD or IVA 
cases each month.  
 
I cannot see how it is appropriate for firms, introducers or providers, to offer 
debt advice when their business is reliant on the sale of PTDs.  

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

 
The PTD is a good debt solution that has provided debt relief for thousands of 
debtors, but it is a solution that is being undermined by excessive marketing 
and self-interest on the part of those selling PTDs as a debt solution and those 
administering them. 
 
The interests of the debtor and creditors should be at the forefront of any 
insolvency solution and there needs to be a move away from the 
commoditisation of personal debt solutions. There are too many unscrupulous 
firms preying on vulnerable debtors, providing poor advice in order to make a 
profit at the expense of debtors and creditors. There needs to be a significant 
change in legislation and the regulation of personal insolvency in order to 
protect debtors from being exploited. 
 
I would propose the following changes to the PTD legislation: 
 

 Remove deemed consent and replace it with active voting, with a majority 
of creditors required to vote in favour of the proposed Trust Deed in order 
for it to become protected. 

 Change the fee structure, limiting the fixed fee to an amount closer to the 
actual costs of setting up and administering a PTD, including all other 
costs (disbursements) necessary to administer the case. The majority of 
the trustee’s fees should be on a percentage basis linked to realisations; 
remuneration should be linked to performance and justifiable. 

 The AiB should have the power to refuse to protect a Trust Deed if it is 
apparent that the debtor has the ability to repay their creditors in full 
within 5 years, indicating that DAS would be a more appropriate solution. 

 
I would propose the following changes to the way personal insolvency is 
regulated: 
 

 The firms providing PTDs should be regulated and licenced, not just the 
insolvency practitioners they employ. 

 There should be one regulator in order to ensure consistency. As the 
vast majority of debt included in PTDs is consumer debt, this should be 
the FCA. 

 A percentage of any fine imposed by a regulator should go towards 
compensating the debtor or creditors, as appropriate, and not just 
towards the regulators costs. 
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 As a priority, there needs to be greater regulation of the introducers, the 
firms selling PTDs to debtors. All advisers should be formally qualified 
to give advice on all debt solutions and monitored to ensure that they 
do. 


