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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 
 

AGENDA 
 

2nd Meeting, 2020 (Session 5) 
 

Tuesday 21 January 2020 
 
The Committee will meet at 9.45 am in the David Livingstone Room (CR6). 
 
1. Decision on taking business in private: The Committee will decide whether 

to take items 3 and 4 in private. 
 
2. Protected Trust Deeds: The Committee will take evidence from— 
 

David Hilferty, Deputy Chief Executive, Money Advice Scotland; 
 
Karen Hurst, Policy Officer, Association of British Credit Unions; 
 
Frances McCann, Acting Chief Executive Officer, Scotwest Credit Union; 
 
Carlos Osorio, Director, Director of Debt Recovery, TDX Group Ltd; 
 

and then from— 
 

Michelle Thorp, Chief Executive Officer, Insolvency Practitioner 
Association; 
 
Graeme MacLeod, Head of Operations, Carrington Dean; 
 
David Menzies, Director of Practice, ICAS; 
 
Iain Fraser, Chair, R3 Scottish Technical Committee. 
 

3. Protected Trust Deeds: The Committee will consider the evidence heard at 
today's meeting. 

 
4. Work programme: The Committee will consider its work programme. 
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PROTECTED TRUST DEEDS INQUIRY 

SUBMISSION FROM MONEY ADVICE SCOTLAND 

Protected Trust Deeds 

1. What is your experience of Protected Trust Deeds (PTDs)? 
We are a membership organisation representing money advisers across local authorities, 
CABs, and independents. We regularly receive insight from our members about how issues 
relating to PTDs are impacting clients. Our training programme which is delivered in 
partnership with Citizen Advice Scotland includes courses that outline the solutions 
available to people in debt, including the criteria in which PTD is most suitable. 
 
2. What are the benefits of PTDs? 
PTDs are a good option to provide debt relief for people with unmanageable levels of debt 
and little prospect of repaying within a reasonable timescale. PTDs tend to run for four 
years, meaning that someone becomes debt free and can make a fresh start sooner. By 
comparison, the average duration for the Debt Arrangement Scheme is 6-7 years, while 
bankruptcy contributions also usually run for 4 years. 
 
Research we will publish in January starts to highlight the effects of keeping people in debt 
repayment plans for long periods, and the impact of this on living standards of individual 
and their families.  
 
3. What downside is there to PTDs? 
When trust deeds fail, the implications for people in debt can be severe. Much of the debate 
around trust deeds has centred around the consequences for creditors – and particularly for 
smaller creditors – when things go wrong. However, in most cases we‟ve come across 
where PTD was not the best option, it is likely that another form of debt relief such as 
bankruptcy was more appropriate, rather than the Debt Arrangement Scheme (or another 
longer repayment plan). This would likely lead to still lower returns for creditors. 
 
Our primary concern remains the impact on people in trust deeds when things go wrong. 
We have encountered cases where people can pay back thousands of pounds, but when 
the PTD fails (typically because the initial assessment of affordability was unrealistic), these 
payments are swallowed up in fees paid to the trustee, and the client is left with the same 
debts they had at the outset. In these circumstances, it cannot be understated that the 
client loses out most rather than creditors, regardless of their size.   
 
Failures within the market also leads to pressure on the free advice sector. When PTDs go 
wrong, it typically falls to the free advice sector to pick up the pieces. As one adviser put it 
to us, “we‟re not doing debt advice anymore; we‟re fixing other organisations‟ debt advice.”  
 
4. Are there issues with the way PTDs are marketed and promoted to debtors? 

What are they? 
Our research (based on a demographically representative sample of 1,000 adults in 
Scotland) shows that just 12% of people know about the leading provider of PTDs, 
compared to 81% who know about Citizens Advice Scotland. Again, this suggests that 
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introducers or lead generators (rather than brand awareness) play a significant part in the 
promotion and take-up of PTDs. 
 
Overall, we currently do not know enough definitively about the routes people take into 
PTDs. The AiB recently published research on client experience of MAP bankruptcy, and 
we would support a similar exercise for PTDs – from the initial application to the eventual 
outcome. This will help us better understand all aspects of PTDs, including the role of 
marketing and promotion.   
 
5. Are there incentives for providers to offer PTDs – and, if so, are these 

appropriate? 
We have heard examples where so-called introducers or lead generators are paid up to 
£2,000 per referral. This early outlay provides an indication of how lucrative PTDs are 
viewed by some trustees. When incentives are this great, it is not difficult to see how this 
encourages the recommendation of PTD over other options. Lead generators are not 
subject to regulation.  
 
6. Please provide any further comments you wish to provide on PTDs. 
Data gaps 
Unlike other statutory solutions, data is not held on the level of household income for 
people in PTDs, which means it is difficult to properly understand the profile of people in 
PTDs. Equally, the breakdown of debt types is not recorded within PTDs meaning that it is 
not possible to discern whether any type of creditors are disproportionately affected by 
PTDs.  
 
Changing profile of people in debt and the importance of debt relief  
More and more people are getting into problem debt because they cannot afford to meet 
essential costs. As the profile of personal debt changes, we need a different approach to 
how we help people in debt. Household debt policy experts such as Dr Joseph Spooner 
advocate a stronger focus on providing debt relief for struggling households, rather than 
maximising returns to the financial sector. Consideration of statutory debt options including 
PTD needs to take account of the broader factors that are driving people into problem debt.  
 
PTDs in the wider context 
7,915 people entered into a PTD in 2018/19. Research from the Money Advice Service 
(now Money and Pensions Service) estimates that around 144,000 adults in Scotland need 
debt advice each year. At present, only half of those adults are getting debt advice, with 
demand far outstripping supply. This inquiry is prefaced with comments that PTDs are one 
of the biggest issues facing the sector. The most pressing issue facing the advice sector in 
Scotland is the funding crisis, aligned to the growing number of people for whom no existing 
solution offers a viable outcome.
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PROTECTED TRUST DEEDS INQUIRY 

SUBMISSION FROM: Association of British Credit Unions Ltd 

Protected Trust Deeds 

What is your experience of Protected Trust Deeds (PTDs)? 
What downside is there to PTDs? 
 
Over the past few years, there has been a notable increase in the number of PTDs credit unions 
experience. Though this has clearly had an impact on the sector‟s ability to lend – the sector has 
seen a steady increase in bad debt in recent years – we are particularly concerned about the nature 
and the selling of some of these PTDs. We would like to note our concerns about: 
 

 The number of cases where it would appear that a PTD is clearly an inappropriate solution 
for an individual, given the sum they would be required to repay despite already 
demonstrating they were not able to live within their means. 

 The number of low value PTDs (£5000-8000) where repayments are being almost entirely 
soaked up by professional fees, which average around £5000 irrespective of the value of the 
debt. 

 The extremely high failure rate of PTDs – around a third for some firms - and the impact this 
has on the individuals within a failed PTD. 

 The inappropriate marketing of PTDs by some volume firms. 
 The wilful or accidental disregard for the law by some firms, with credit unions regularly 

failing to receive paperwork, and often find it to be incomplete or inaccurate. 
 

As well as being detrimental to consumers, these factors have a disproportionate impact on credit 
unions, due to our mission of inclusion and the provision of affordable credit to the vulnerable and 
underserved. Credit unions have long been recognised as extending credit on fair terms to groups 
that mainstream financial services would normally restrict credit to. We are concerned that this trend 
is a threat to our ability to do so. We note, with disappointment, the IPA‟s recent letter to Jamie 
Hepburn about these concerns, which appears to suggest that credit unions should increase their 
APR to resolve this. Given some of the evidences we have outlined below, we feel that the solution 
should not lie in more people paying more for access to credit, but rather better oversight of those 
offering debt solutions.  
 
Are there issues with the way PTDs are marketed and promoted to debtors?  
 
We are concerned that the marketing being carried out by a small number of firms, which generate 
the majority of PTDs, is misleading, and is „selling‟ people outcomes that will either never be 
achievable, nor are appropriate for them. We believe this is contributing to the extremely high failure 
rate. 
 
For example, the attached advert, being promoted via Facebook, suggests a Scottish Government 
scheme to write of 85% of all debts. There is no mention of the fact that this is an insolvency 
product, and that it may not be accepted. The AiB‟s own statistics show that, for a PTD with £6000-
£7000 of debt, the average administration fee would be £4800. So if, in the scenario the advert puts 
forward, a Scottish parent entered a PTD with around £6000 of debts, with 85% of that being written 
off, they would find themselves paying £5700 over the course of the PTD. £900 would go to 
repaying their debts, and the rest would be paid to an insolvency practitioner. It is hard to see how 
this can be advertised as 85% debt write off.  
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This advert also demonstrates that, though the BADAS Act sets out a very clear requirement that all 
statutory debt solutions in Scotland are calculated according to a Common Financial Tool, 85% debt 
write off now considered standard. The legislation states that any IP or money adviser must carry 
out a full assessment of income and expenditure, and seek evidence of having done so. Despite the 
multitude of incomes, debt levels and circumstances of the population, it is remarkable to us that the 
volume firms in Scotland can not only advertise 85% debt write off as a „Government scheme‟, but 
also ensure that most of the PTDs they administer fits within this (10-20% is the average return to 
creditors). This suggests that PTDs are largely designed to fit the model firms know to be 
acceptable to creditor voting agents (which the credit union sector does not use) rather than 
according to the individual‟s circumstances (and the indeed the law). As long as the expenditure 
does not breach the CFT trigger figures then IPs do not need to provide evidence of it to either the 
AiB or creditors.  
 
Are there incentives for providers to offer PTDs – and, if so, are these appropriate? 
 
Since the introduction of the BADAS Act in 2015, which restricted the trustee fixed fee in PTDs, it 
has become clear to us that IPs have sought to maintain their income through other means, mainly 
in the form of „expenses‟ applied to cases to reflect actual costs associated with the case, but 
seemingly with no relationship to what it actually costs to provide these services. The following 
outlays were applied to a case involving one of our members, and a single parent with a very low 
part time income. The PTD she had entered would see her repay £7200 over 5 years: 
 
Anti money laundering check fee £72; case management fee £150; case management monthly fee 
£285; courier charges £114; credit search fee £114; „Echosign‟ £96; £ID verification; packaged bank 
account review fee £90; permanent trustee fee £1440; PPI search fee £360; advertising £35; bond 
£20;  storage costs £300.  
 
In addition to the above, there was a trustee fixed administration fee of £2500 which, with the 
addition of AiB costs, meant that, of the £7200 this individual will repay, £6160 is soaked up in 
costs. Just over 10% of her debts will be repaid, and she will be trapped in this situation for the next 
5 years. In the likely the event that she cannot make these repayments and the PTD fails, she is 
fully liable for all her original debts, and any of the fees she already paid the IP (which are taken as 
a priority before any creditor repayments). 
 
Despite the credit union voting against this case, it gained protected status. In our view, this 
demonstrates why PTDs are lucrative for many insolvency firms, and why there has been such a 
notable increase in PTDs as a product relative to alternatives.  
 
Please provide any further comments you wish to provide on PTDs. 
 
Since the Accountant in Bankruptcy first consulted on reforms to Protected Trust Deeds, the credit 

union sector has been supportive of all measures put forward to address concerns raised. 
This includes: 

 
 A revised minimum debt level. 
 A requirement that the PTDs cannot be protected if payable in 60 months. 
 Changes to the fee structure. 
 Changes to the voting process. 
 The introduction of a general power to refuse protection. 

 
In addition to this, we have also noted our own suggestions, and shown willingness to 
support those put forward by others, including.  
 

 A ban on „front loading‟ fixed and professional fees. 
 A legislative requirement that all money advice has to offer all debt solutions. 
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 AiB approval for advisers offering PTDs. 
 
We fully recognise that it there is no easy, one-step solution, and also that it is right that we 
fully understand the full consequences of any reform. However, despite a general 
recognition that there are substantial problems in relation to PTDs, the apparent need for full 
consensus has resulted in no action being taken for some years. The credit union sector 
remains open to reform, and keen to work with colleagues from all sectors to achieve that. 
However, we would urge the Government to ultimately seek to do the right thing, rather than 
refuse to act until consensus is achieved. 
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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.  

7. 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. 
 
8. 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 
 
9. 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     

 
 
10. 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. 
 
 
11. 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.  
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12. 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.  
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PROTECTED TRUST DEEDS INQUIRY 

SUBMISSION FROM CARLOS OSORIO, DIRECTOR OF DEBT RECOVERY, TDX 

GROUP LIMITED 

Protected Trust Deeds 

13. What is your experience of Protected Trust Deeds (PTDs)? 
 
TDX Group Limited (TDX) is ultimately owned by Equifax Inc. TDX is authorised and 
regulated by the Financial Conduct Authority.  
 
TDX helps organisations across the UK manage debt by providing outsourced 
services and processing. In 2006 it launched The Insolvency Exchange (TIX), a 
service to enable organisations to manage personal insolvencies, including PTDs, 
more efficiently and effectively.  
 
A rough estimate is that less than five percent of TIX‟s processing activity is focussed 
on PTDs. That is partly because the volume of PTDs is much lower than other 
insolvency solutions in the UK, and partly because the nature of PTDs does not allow 
creditors to negotiate the terms of repayment before voting on whether to accept them 
or not.  
 
The non-negotiable nature of PTDs contrasts with other UK debt solutions, such as 
Individual Voluntary Arrangements (IVAs), where creditors and trustee equivalents can 
negotiate payment terms to reach an agreement before voting. A large part of TIX‟s 
activity is acting as a delegate to support parties throughout this negotiation process 
for IVAs, but there is no scope in Trust Deeds to provide this type of service before or 
after they become Protected. 
 
With PTDs therefore, TDX‟s experience is primarily providing support to organisations 
to efficiently manage payments and processes once a Trust Deed is Protected and 
payment begins. 
 
TDX is not involved in the marketing or selling of PTDs, or in assessing the suitability 
of a PTD for consumers compared to other debt solutions, such as the Debt 
Arrangement Scheme.   

 
14. What are the benefits of PTDs? 

TDX is not a debtor, creditor or trustee, and is not involved in assessing the 
appropriateness of a PTD compared to other debt solutions. TDX‟s focus is on helping 
organisations manage payments. It follows that TDX is not well-positioned to comment 
on the benefits, or otherwise, of PTDs.  
 
As a UK-wide supplier to the debt management industry, we are aware of some of the 
differences (rather than perceived advantages or disadvantages) in the way PTDs 
function compared to IVAs. The Committee is likely already familiar with those 
differences:  
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 As described in the response to question one, above, creditors cannot 
negotiate with trustees on payment terms before voting on a Trust Deed, 
whereas they can negotiate with Insolvency Practitioners before voting on an 
IVA.   

 PTDs last up to four years, whereas IVAs typically last for five or six years.  

 Consumers that take out a PTD pay a different fee to those that take out an 
IVA. With PTDs the first £2500 goes to trustees plus 20 percent of subsequent 
payments; with IVAs the Insolvency Practitioner charges £1000 and 15 percent. 
 

15. What downside is there to PTDs? 
TDX is not a debtor, creditor or trustee, and is not involved in assessing the suitability 
of a PTD compared to other debt solutions, so TDX is not well-positioned to comment 
on the perceived disadvantages of PTDs.  

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

What are they?  
TDX is not involved in the marketing or promotion of PTDs. TDX‟s focus is on helping 
organisations manage payments. 

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

appropriate? 
TDX is not involved in the provision of PTDs. TDX‟s focus is on helping organisations 
manage payments. 
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PROTECTED TRUST DEEDS INQUIRY 

SUBMISSION FROM: Insolvency Practitioners’ Association  

 

About the IPA   
 

The Insolvency Practitioners Association (IPA) is a membership body recognised in 
statute for the purposes of authorising Insolvency Practitioners (IPs) under the 
Insolvency Act 1986 and Insolvency (Northern Ireland) Order 1989. It is the only 
Recognised Professional Body (RPB) to be solely involved in insolvency and for over 
fifty years the IPA is proud to have been at the forefront of developments and reform 
within the insolvency profession.   

The IPA has approaching 2,000 members, of whom approximately 600 are Licensed 
Insolvency Practitioners. Additionally, the IPA regulated IPs authorised by the ACCA 
under a collaboration agreement effective from 1 January 2017 to 31 December 2019, 
when the ACCA ceased to be an RPB.    

The IPA‟s IPs are subject to a robust regulatory regime, applied by the IPA‟s dedicated 
regulation teams carrying out complaints handling, monitoring and inspection 
functions.    

The IPA has a longstanding and continuing commitment to improving standards in all 
areas of insolvency (and related) work.  It was the first of the recognised bodies to 
introduce insolvency-specific ethics guidance for IPs, and the IPA continues to be a 
leading voice on insolvency matters such as the development of professional standards, 
widening access to insolvency knowledge and understanding, and encouraging those 
involved in insolvency case administration and insolvency-related work to acquire and 
maintain appropriate levels of competence and skills.   

The comments and opinions expressed below, and in the attached, represent the views 
of the IPA‟s Secretariat, and are not intended to reflect the opinion of each individual 
and firm member of the IPA. Our comments in this response are based primarily on our 
role as an RPB and an Anti-Money Laundering (AML) Supervisor under the Money 
Laundering Regulations 2017 (MLR2017).    

We are grateful for the opportunity to discuss any of the matters raised in this response 
with the Committee during the oral evidence session in which we have been invited to 
participate on 21 January 2020. 
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Introduction   
 
The IPA welcomes the opportunity to comment on the Scottish Parliament‟s Economy, 
Energy and Fair Work Committee‟s Call for Views on Protected Trust Deeds. 

We fully support the objective that individuals should be provided with debts solutions 
that are appropriate for their circumstances. The difficulty is that there may be more 
than one appropriate solution for a particular individual so it may not be clear that there 
is a definitive „right‟ or „wrong‟ solution as each will have its associated benefits and 
disbenefits. Consequently, a balance between the interests of the debtor and the rights 
of creditors has to be struck. To achieve this we believe that a variety of possible 
solutions should continue to be available rather than limiting the choice, for both debtors 
and creditors, to a single, „one size fits all‟ solution. 

The current regime includes both debt management (and repayment) products such as 
Debt Arrangement Schemes (DASs) and debt relief (and debt write off) products such 
as Protected Trust Deeds (PTDs) which have different roles. They might be described 
respectively as managing the pain of problem debt over a reasonable time and sharing 
the pain of loss in a structured and recognised „fair‟ way. 

The latter is predicated on the prospect of redemption and rehabilitation, with debtors 
being given a „second chance‟ and a fresh start. It is widely accepted that rehabilitation 
should not drag on and a protracted period of repayment would be contrary to this.  

The potential to be free of problem debt within a shorter rather than a longer timeframe 
will, of itself, be an attractive feature and may encourage individuals to adopt a solution 
sooner rather than later. 

The IPA recognises that there are concerns amongst stakeholders about the 
development of the PTD market but believes it should not be considered in isolation but 
as part of a wider review of the available debt solutions in Scotland to promote a 
spectrum of solutions to address the variety of circumstances giving rise to individuals 
being in financial distress. 

Where there are perceived issues with PTDs we consider that these may best be 
addressed by adapting the regulatory framework and voluntary action to reflect the 
evolution of the debt and debt solution environment. 

We set out our responses to the specific questions within the Call for Views in the 
attached Appendix A. 
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PROTECTED TRUST DEED INQUIRY 

Submission from The Insolvency Practitioners’ Association  

18. What is your experience of Protected Trust Deeds (PTDs)? 
 
1.1 The IPA regulates the majority of Licensed Insolvency Practitioners (LIPs) who act as 

Trustees in PTDs.  

1.2 The IPA has around 2,000 individual and firm members and is the second largest of 
the Recognised Professional Bodies (RPBs) by IP numbers but the largest in terms of 
fee volume, since our IPs are responsible for 90% of the UK market overall. We have 
amongst our regulatory population, the largest share of IPs and firms operating in the 
Personal Insolvency market, especially at scale (Volume Providers). 

1.3 The IPA regulates nearly 90% of all PTD providers and approximately 60% of PTDs 
are covered by the Volume Scheme (Carrington Dean, Hanover, Wilson Andrews, and 
Payplan). The majority of the remainder are regulated by the Institute of Chartered 
Accountants in Scotland (ICAS). 

1.4 In July 2019 our new regulatory framework, the Volume Provider Regulation Scheme 
(the Scheme) for IPs who conduct more than 2% of the IVA market (entry level is 
currently around 5000 IVAs) was extended to also include PTD provider IPs who have 
more than 2% of that market, circa 530 PTDs.  

1.5 Each licensed IP is now considered on a risk-based approach, which takes into 
consideration matters arising from inspections, complaints and other regulatory 
intelligence. 

1.6 Under the Scheme, members are subject to up to four reviews per year, (which 
comprise deep dive visits on a particular issue and a more traditional full visit, every 
12 months), and regular call monitoring. The Scheme also requires the members to 
submit monthly data returns to allow for a review of case-management statistics and 
to recognise any problem areas.  

1.7 In the three years to 2019 the IPA received 37 complaints relating to PTDs and six 
relating to Sequestrations. 

1.8 Eight complaints relating to PTDs were upheld during the same period. Complaints 
received and upheld are equivalent to approximately 0.13% and 0.03% respectively of 
the total number of PTDs (circa 26,600) on the Register in the period. 

1.9 As a safeguard, when no case is found on a complaint by our Regulation and Conduct 
Committee, complainants can request the matter be referred to an independent 
Reviewer of Complaints. There is no evidence from this source that our complaints 
process is not working as it should. 
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19. What are the benefits of PTDs? 
 
From the debtor‟s perspective: 

2.1 A Trust Deed doesn‟t involve court proceedings. 

2.2 A moratorium of up to six weeks to consider a debtor‟s options is available, of which 
one outcome may be a PTD.  

2.3 There are no pre-appointment fees associated with entering into a Trust Deed. 

2.4 If the Trust Deed becomes protected, the creditors are bound by the insolvency 
process. There is no more direct contact or enforcement by creditors who are obliged 
to liaise with the trustee regarding all matters of the Trust Deed. 

2.5 Any earnings arrestment will be removed on protection of the Trust Deed. 

2.6 No further interest will be added to the debt. Once the Trust Deed has been set up, 
and creditors agree to it. While technically interest continues to accrue on the debts, in 
practice it will not be paid unless the debtor‟s assets or contributions were sufficient to 
allow payment in full, in which case interest would then be due for the period to 
payment.  

2.7 Debt forgiveness: PTDs typically last four years with most remaining debts at that time 
written off. (Certain statutory exemptions like Crown fines, student debt and debts 
incurred fraudulently are not discharged).  

2.8 Debtors can still operate a bank account, usually an instant access account, with a 
cash card. 

2.9 Debtors are still able to obtain credit, such as a mortgage or credit card, although this 
could be more difficult or expensive than previously. 

2.10 A PTD doesn‟t prevent debtors taking certain types of employment or public office as 
sequestration may. 

2.11 Affordability: The debtor agrees to make one affordable monthly payment, calculated 
after an allowance has been made for all the general living expenses and household 
bills. The payment may be increased or decreased if the debtor‟s circumstances 
change. The calculation is currently made in line with the Common Financial 
Statement as the statutory Common Financial Tool as stipulated with the Bankruptcy 
(Scotland) Act 2016 is not yet in place.  

2.12 A Trust Deed does not automatically put the debtor‟s home at risk provided that either 
the debtor and the secured creditor agree to its exemption from the deed, or that the 
debtor agrees to buy back the equity from the trustee on conclusion of any period of 
contribution, on specific terms set out on Form 1B.  

2.13 If there is a shortfall due to a secured lender, arising before, during or after the 
conclusion of the trust deed, the debtor is discharged from that liability, provided the 
secured lending and the associated dwelling-house, is not exempted from the Trust 
Deed.  

From the creditor‟s perspective:  

2.14 Claims are dealt with objectively and fairly by the Trustee.  
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2.15 Dividends are paid regularly from month 24 of the Trust Deed onwards 

2.16 Proposed dividends are usually more than 10p in the £. 

2.17 The Trust Deed is binding on the debtor as well as the creditors. Failure of the debtor 
to comply with the Trust Deed can result in the sequestration of the debtor instead 
(and the harsher investigative environment under a Trustee in Bankruptcy), or the 
debtor being released from their trust deed but without discharge of their liability, 
leaving the creditors able to recommence pursuit of the debtor.  

2.18 An IP‟s fixed fee structure means that unless in very exceptional circumstances, the 
cost of ensuring that the PTD stays on track and the debtor contributions are made is 
borne by the Trustee.  

 
20. What downside is there to PTDs? 
 
From the debtor‟s perspective 

3.1 The debtor‟s credit rating will likely be affected. 

3.2 Creditors may object to the Trust Deed proposal in sufficient number or value, causing 
it to fail to achieve protected status. As a result, sequestration (bankruptcy) is usually 
the only alternative albeit at a cost to the debtor (£200). Post failure, a Debt 
Arrangement Scheme (DAS) is not an alternative solution. 

3.3 The debtor may not be able to act as a director of a limited company unless the 
company‟s articles of association allow it. 

3.4 Equity in the debtor‟s property will have to be realised for the benefit of the creditors.  

3.5 All assets that would vest in bankruptcy are automatically conveyed to a Trustee for 
the benefit of creditors.  

3.6 A PTD may affect current employment or future employment prospects, and therefore 
the ability of the debtor to meet their contribution commitments. 

3.7 A trust deed normally requires a minimum return of 10p in the pound to creditors 
before institutional creditors will agree to its protection. In certain circumstances, a 
lesser dividend may be accepted but if not, then sequestration becomes the only 
viable alternative. 

3.8 A Trust Deed must by law provide for a four-year period of acquirenda - which means 
the Trustee has a claim on assets acquired within the fixed period of four years from 
the date of signing the trust deed e.g. inheritance, lottery win 

3.9 In common with other debt solutions, a trust deed cannot include certain debts such 
as fines, penalties, and compensation imposed by any court, nor student loans or any 
debt that has been incurred through fraud.  

3.10 Secured creditors can still rely on their security (albeit any shortfall will be dealt with 
under the Trust Deed).  

From the creditors‟ perspective 

3.11 The costs of a PTD may be higher than for a DAS resulting in a lower potential 
dividend.  

3.12 Smaller creditors may consider that they can‟t effectively influence the process. 
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3.13 Debts that are not paid in full will be written off in conjunction with the debtor‟s formal 
discharge (typically after four years). 

3.14 This consequence has to be seen against the broader social benefit of providing 
debtors with a „fresh start‟ or „second chance‟ in their financial lives. 

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

What are they? 
 
4.1 It has been suggested that the marketing of PTDs focuses too much on the prospect 

of writing off debts within a relatively short period but understating the difficulty of 
completing one and the costs (although these are effectively borne by creditors in 
terms of dividends foregone) of doing so.  

4.2 As described above the IPA‟s Volume Provider Regulation Scheme is being extended 
to include PTDs so they will now be subject to more continuous monitoring. As part of 
this Scheme the IPA will be reviewing advertising more closely in 2020. These steps 
should improve stakeholders‟ confidence in the regulation of this section of the market. 
It should be noted that a proportion of the advertising in this space is promoted by 
„introducers‟ (firms who give debt advice and refer potential clients to IPs) rather than 
by the IP firms directly, although the latter have a responsibility to satisfy themselves 
that advertising from which they benefit is appropriate. If advertising is at fault the 
Advertising Standards Authority (ASA) is the appropriate authority to which to report 
the matter.  

4.3 We are aware that there have been a small number of competition style campaigns 
such as „The Big Debt Payoff‟ in which the winner has all their debts settled for them. 
Entrants supply the competition promoter with financial details which may then be 
used to market alternative debt solutions to them.  

4.4 It can be argued that such campaigns expose individuals to unsolicited advice. On the 
other hand, it can be argued that they encourage people to seek advice earlier than 
they otherwise might have done, which may be positive given the widely accepted 
view that resolving problem debt is easier the earlier help is sought. Advertising and 
marketing is allowed under the current rules, provided that it conforms to ASA 
requirements and does not bring the profession into disrepute. In 2020 the IPA will be 
undertaking a thorough review to ensure that IP advertising and marketing is within 
current guidelines. PTD Scheme members will be required to submit quarterly 
advertising and marketing plans for scrutiny.  

4.5 Advertising and marketing operates in a complex landscape however, and we must 
therefore work with the Financial Conduct Authority (FCA) (regarding the conduct of 
introducers) and the ASA re advertising more widely. 

4.6 We are aware of websites mimicking competitors or advice organisations, and where 
this activity is found to be undertaken by IPA regulated IPs, regulatory action will 
ensue.  

4.7 We have recently worked with the Insolvency Service to agree that our Scheme 
members are required to work only with FCA regulated introducers. We understand 
the Insolvency Service will be looking for a vehicle to make this compulsory for all 
personal insolvency providers. 
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Are there incentives for providers to offer PTDs – and, if so, are these appropriate? 

 
5.1 The main incentive for PTD providers is the prospect of earning fees from such 

provision. It is however the case that the fees and expenses of PTDs are subject to 
creditor scrutiny and approval (although this requires creditor engagement). The most 
significant recent change in the personal insolvency environment has been the 
dramatic growth of consumer debt which has led in turn to the growth of the Volume 
Providers as market pressures to deliver a standardised but case specific product at 
an acceptable cost to creditors concentrated the market. The level of fees, although 
subject to the market constraints imposed by creditors, has to be sufficient to sustain 
the level of activity in the market and to allow the providers to administer their cases 
and support debtors in complying with their obligations. Otherwise the choice of debt 
solutions would become restricted. 

5.2 The choice of debt solution is ultimately one for the debtor to make, particularly if they 
would qualify for more than one solution. However, an IP should ensure that the 
advice, information and explanations provided to a debtor about the options available 
are such that the debtor can make an informed judgement on which process is 
appropriate to their circumstances (Statement of Insolvency Practice 3.3). Our 
monitoring inspectors therefore examine the advice given to debtors prior to their 
decision (on a systematic basis (by listening to and critically reviewing a risk assessed 
sample of telephone calls between the firm and debtors) and regulatory action has 
been taken where shortcomings have been identified. We have not, however, found 
evidence of endemic mis-selling by IPs1. 

5.3 Nonetheless, we are working with some providers to improve their call quality on IVAs 
and do consider there may be issues with the introducers of PTDs (as well as IVAs) 
and that is why we have worked with the Insolvency Service (IS) to introduce new 
guidance for the volume providers that their introducers must not give advice without 
either being regulated by the FCA or by a Recognised Professional Body for 
Insolvency Regulation. 

5.4 Although the question refers to incentives for PTD providers it should be noted that 
there is a potential self-interest threat for the free debt advice sector as, where a 
debtor has entered a DAS via a free debt advice organisation Money Advisor they 
may receive 15% of the funds ingathered in the DAS case as such an amount is 
remitted either to the Scottish Government or to the organisation which placed the 
debtor into a DAS.  

 
22. Please provide any further comments you wish to provide on PTDs. 
 
6.1 Problems with PTDs do not seem to stem from their execution (they are functional, as 

regulators we are not finding systemic issues with them) and the problems of 
perceived mis-selling are not borne out through evidence. There have been legacy 
issues and advertising requires close scrutiny, but these are not problems with the 
product itself.  

                                            
1
 Mis-selling has been defined by the former Financial Services Authority as “a failure to deliver fair outcomes 

for consumers”. This can include providing customers with misleading information or recommending that they 
purchase unsuitable products. (Source - National Audit Office) 
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6.2 The other perceptions of a problem with the PTD product seem to stem from:  

• whether the debtor should have a choice as to which product they enter if they 
qualify for more than one debt solution 

• whether a debtor should pay off their debts in full or be allowed to reach an 
agreement with their creditors 

 
6.3 None of these issues are related to regulation but are attitudinal and policy driven. 

However, we would argue that: 

• Too much downward pressure on IP fees can, in our experience, lead to supply 
issues in the market as only the largest firms can support the lowest fees. To an 
extent the Scottish market is already subject to a monopoly provider, which acts 
as a barrier to entry and lack of competition.  

• in some quarters there is a problem bias, as only problem cases are seen. The 
vast majority of PTDs are successful and pass off without trouble. That is not to 
say that we shouldn‟t learn from and investigate all issues and we would 
encourage anyone who suspects a problem with a PTD to raise a complaint. 
Anecdotally the number of complaints witnessed by money advisers or credit 
unions does not equate to the actual numbers of complaints received.  

• in some quarters the charges of problems with the PTD product stem from an 
undeclared financial or commercial conflict where the critics may stand to gain if 
debtors choose debt solutions other than PTDs.  

 
6.4 We would encourage the Committee to: 

• Consider whether a fixed fee or a hybrid fee model that includes all possible 
disbursements might be suitable, as it gives greater transparency on fees and 
removes the issue of disbursements as additional costs over and above 
Trustee‟s fees. 

• Understand more about the causes of failure rates amongst debt-solutions, 
which are high (but declining). Inevitably there will be a percentage of debtors 
entering a procedure whose financial position deteriorates further, and who are 
therefore unable to maintain the initial commitment to a DAS or PTD. Failure 
rates and causes of failure should be explored and attempts to improve the 
products undertaken. We believe that a close look at low income solutions may 
result in improvements.  

• Consider the debt market as a whole – lending decisions in particular could 
result in fewer people needing a product.  

 
Conclusion 
 
6.5 The evidence we do hold points to PTDs as a functional product and while the 

economic context means that there are significant numbers of people who find 
themselves in financial difficulty, the PTD plays an important part in the role of 
financial support and rehabilitation. Of course, there are always areas for improvement 
and there are some changes that could be considered to the current PTD market, in 
particular firm regulation, for the volume providers and clearer advertising standards 
(which as noted above, are determined by the ASA but compliance with which will be 
one of our areas of focus for 2020).  
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6.6 Consideration should also be given to redefining the Insolvency exemption to FCA 
authorisation which currently limits IPs to giving debt advice only „in contemplation of 
an insolvency appointment‟. If the „best‟ solution were to be a DAS, an IP could only 
provide advice on it if they are registered with the FCA. It they are not FCA registered, 
then technically an IP cannot advise on DAS. 

6.7 Finally, it is also important to consider PTDs in the context of the wider economic and 
social environment. We believe that there should be closer scrutiny for example, on 
lending practices, particularly to clients on minimum wage or below average earnings; 
the promotion of guarantor loans; and the statutory restriction on Credit Union Annual 
Percentage Rates (APRs) which limits their ability to reflect the level of risk associated 
with different classes of loan. 
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

ENERGY INQUIRY 

SUBMISSION FROM Graeme Macleod of Carrington Dean 

Protected Trust Deeds  

 

1. What is your experience of Protected Trust Deeds (PTDs)? 

Introduction 

Carrington Dean Group Limited, was established in 2001 and is the largest independent provider of 

debt solutions in Scotland and was the first Scottish debt solutions company to be authorised by the 

Financial Conduct Authority (FCA).  

We are part of Finbora Group, which also owns Creditfix, the largest personal insolvency provider in 

England and Wales which manages over 100,000 live arrangements on behalf of clients and their 

creditors.  

Regulation  

Our Insolvency Practitioners are regulated by the Insolvency Practitioners Association and as a 

company we are authorised by the FCA to hold client money and to provide debt-adjusting & debt-

counselling to consumers.  We also work in conjunction with the Accountant in Bankruptcy to 

provide and supervise Debt Arrangement Schemes, Protected Trust Deeds and Sequestrations. We 

are currently overseeing over 19,000 debt solutions for Scottish consumers (13,691 of which are 

Protected Trust Deeds).    

PTDs in the Scottish debt relief landscape  

 In our opinion, Scotland has an enviable debt relief landscape that has regulated remedies in 

place to suit consumers in a variety of circumstances who face a range of debt concerns.  

 PTD‟s are a key component in the Scottish landscape and provide a balanced and appropriate 

solution for eligible consumers and their creditors.    

 Our experience in administering PTDs have been positive to date, with low failure rate (14%), low 

complaints (5 in 2019 which equated to 0.03% of our active case load) and positive consumer 

feedback (attached).  

 

2. What are the benefits of PTDs?  

 Solution to deal with unsecured debt that delivers positive outcomes for the client. 

 Protection for the client from creditor pressure, once the case attains protected status. This 

includes a removal of any earnings arrestment in place. 

 48-month statutory period gives the client a definite period in which their debt will be dealt with. 



Carrington Dean  EEFW/S5/20/2/2 

22 

 Flexibility to deal with a change in circumstances such as illness or unemployment. 

 Discharge from unsecured debt on successful completion of the Trust Deed. 

 Trust Deeds do not involve court proceedings. 

 No set up fee. 

 Interest and charges are frozen. 

 Payments are consolidated into 1 affordable monthly contribution. 

 

3. What downside is there to PTDs?  

 There is an adverse effect on the client‟s credit rating. 

 Debts such as Student Loans are not discharged by the Trust Deed. 

 Clients are precluded from certain types of employment, they are also unable to act as a 

company director. 

 No assets can be acquired during the 4-year statutory period. 

 Creditors may object which would result in the client having to seek other options. 

 Assets such as home equity may have to be realised for the benefit of creditors. 

 Trust Deeds usually require a minimum dividend paid to creditors of 10p in the £. If this is not 

possible the Trust Deed may no longer be viable. 

 

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

are they?  

Overview 

 There are no issues, and many potential consumer benefits, in the marketing of PTD‟s, or any 

other debt relief solution, if the marketing is conducted within both the letter of regulations and in 

the spirit of which they are intended to operate.  

 Ultimately this means placing the client‟s best interests first and ensuring that all messaging is 

balanced, clear and consistent.  Each year we provide debt management and relief advice to 

tens of thousands of people in Scotland who are concerned about their ability to service their 

debts. In the vast majority (93%) of cases, the advice is that a Trust Deed is not in their best 

interests.  

Information for those seeking advice on debt 

 This advice provision helps advise and signpost tens of thousands of people, helps those for 

whom a Trust Deed is the best debt management and relief option access expert advice and 
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helps the wider public and not-for-profit sector in meeting the debt advice need that exists in the 

here and now in Scotland.  

 Ethical commercial marketing plays an important part in raising awareness of potential debt relief 

solutions amongst consumers who may otherwise struggle with unsustainable debts.  

 Individuals should not bear the incumbent impacts of unsustainable debts in their day-to-day 

lives simply because they lack information about the options open to them.  Given the scale of 

debt concerns in Scotland, the information need around this topic cannot be met by the public 

and not-for-profit sectors alone. 

 Investment in ethical commercial marketing complements but, in many ways, supplements a 

significant gap in public and not-for-profit provision, by addressing consumer demand and a level 

of service which would otherwise be unavailable to consumers through lack of funding and 

expertise. 

 Most of the issues surrounding the mis-representation and irresponsible marketing of Trust 

Deeds has been undertaken by unlicensed lead generation firms.  

 Over 75% of Carrington Dean clients engage directly, where we are in full control of the end to 

end marketing and client journey. 

 We do accept introductions from debt advice companies, however only those who are authorised 

by the FCA and who meet our stringent compliance criteria. 

 However, any sales and marketing process must be backed up with a strong checks and 

balances.  

Client journey 

For example, at Carrington Dean, clients (whether engaged directly or via and introducer) who wish 

to enter a PTD are required to go through a stringent process and all advertising carried out should 

be released in accordance with the FCA rules, the Advertising Standards Authority (ASA) and for 

Insolvency Practitioners, be in line with Statement of Insolvency Practice 1 and the Code of Ethics.  

In the last 12 months Carrington Dean received over 40,000 enquiries from consumers in Scotland, 

who have concerns over their ability to service their debts.  

 93% of clients who we speak to are advised that a Trust Deed is not in their best interests 

 Of the 7% who are eligible for a debt relief solution, c17% are advised that a Debt Arrangement 

Scheme is the most appropriate solution for them. 

 Overall 5% of potential clients we engage go on to arrange a Trust Deed 

In summary, Carrington Dean clients are presented with all the options available to them along with 

the specific merits, terms and conditions before they elect to go ahead with a Trust Deed. 

 They are first asked to go through an income and expenditure exercise using the Common 

financial Tool. They are then asked to evidence their expenditure via bank statements and 

tenancy agreements etc. A credit search is performed to confirm the client‟s debt level and the 

options available to them discussed. 
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 Depending on what option is selected, the client will progress to a SIP 3 Compliance call, during 

which a member of our independent compliance team verifies their suitability for the proposed 

solution, awareness and choice on what option they wish to pursue. Only then is a firm decision 

made on what option they wish to go forward with. 

Access and Equalities  

 Face to Face advice is offered to our clients and many of them take us up on the offer to visit our 

offices. If a client is vulnerable or has difficulty understanding the process, we ensure they are 

accompanied to an office meeting or have someone present to help them on the phone call. 

 

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

In terms of commercial incentives, we believe the current remuneration reflects the cost of providing 

a high quality, professional service to clients, many of whom have complex financial affairs and can 

be under significant pressure:   

  We provide a free debt helpline, staffed 7 days per week giving advice to thousands of 

consumers, providing peace of mind, outlining their options and signposting solutions to their 

debt problems – 93% of these consumers do not become Carrington Dean clients but do require 

urgent expert advice.  

 In terms of clients who enter a PTD, we provide an in-depth review of their circumstances, collate 

their loan documentation, conduct a credit search and draft a proposal.  

 Following the SIP 3 Compliance call mentioned earlier, we deal with the Accountant In 

Bankruptcy and creditors to achieve protection for their PTD.  

 Post appointment, we provide a 7-day customer service contact centre, conduct annual reviews 

and manage situations arising from change in circumstances along with liaising with creditors.  

 The post appointment, supervision service outlined above is provided for the entire PTD lifetime 

which is normally for four years. 

 Given the complexity, expertise required and duration of the agreement, we believe the current 

fee structure is commensurate with the services provided and compares favourably with similar 

professional services in terms of value for money.  

 Its terms of suitability to for clients and financial incentives for the provider, a large proportion of 

the costs are incurred early with the fee generally received over the lifetime of the arrangement.  

There is therefore no incentive to incur costs encouraging a consumer to enter an arrangement 

to which they are not suitable and are unlikely to maintain – it would simply make no commercial 

sense. 
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6. Please provide any further comments on PTDs 

We have provided comments and information on a number of specific topics: 

6.1 Failure Rates 

6.2 Credit Unions and Carrington Dean Trust Deeds 

6.3 In conclusion Protected Trust Deeds – The possible way forward 

 

6.1 Failure Rates 

We understand that some stakeholders perceive there to be unacceptably high failure rates among 

clients being supported by volume insolvency practitioners. 

We feel it is important the Committee have access to proper information and context on the actual 

rates of failure and, as importantly, the approach we take to supporting those entering PTDs where 

they continue to face difficulties or have changes in circumstances.   The insolvency industry is 

committed to transparency but given the complexities of its work, figures such as those published in 

the Accountancy in Bankruptcy (AIB) Annual Report, can be challenging to interpret and give an 

incorrect impression of the sectors work.  

 The most recent AIB Annual Report (2018/19) reported that Carrington Dean „failed‟ or more 

accurately refused discharge on 399 Trust Deed cases. The failure rate is reported as 30%, 

In fact 399 cases represent 3% of the overall book and 14% of cases protected in the same 

time period. 

 Using this model, the accurate average failure rate for the last three years is 14%, a number 

we are committed to reducing and are working hard to bring down. 

 It is important that figure is both accurate and viewed in the context of the nature of 

supporting individuals with often complex financial histories and needs.  A rate of 14% 

compares favourably with that recorded among those undertaking Individual Voluntary 

Agreements – the equivalent solution to a PTD undertaken by clients in the rest of the UK. 

 Failure is a last resort action which Carrington Dean strive to where possible avoid.  We are 

committed to helping our clients, we undertake extensive dialogue and checks prior to them 

entering a PTD to do everything we can to ensure it is the most appropriate debt relief 

solution for them.  As discussed above, it is in neither the client or our interest or incentive 

for a PTD to fail.  

 Each year, we provide debt advice to tens of thousands of people in Scotland as part of the 

broader debt management and relief advice and provision network.  Of those, a small 

percentage will ultimately enter a PTD.  Often clients who choose to enter a PTD will 

continue to face challenges and difficulties during the 4-year statutory term of their Trust 

Deed.  This is the nature of much of our work.  

 Our commitment is that if the client provides evidence of their situation and continues to co-

operate, we will ensure the Trust Deed continues. Creditors are informed of developments 
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through the form 4/annual report process. We currently have 887 cases that are in this type 

of situation, this represents roughly 6% of our current case load. 

 Carrington Dean has an arrears rate of less than 10%, we have successfully employed 

communications technology to ensure our clients are informed as soon as there is an issue 

with their payment, bringing insolvency into the 21st century and giving those working 

through a PTD the same access to information about their finances as others using the 

financial system.  

Our commitment is to constantly bring technology, as well as expertise, to bear on behalf of 

our clients, delivering a modern and responsive service that they value, and which helps 

them with debt and financial management.  

 By far the most significant cause of refusal of discharge for our clients is lack of cooperation. 

As previously mentioned, 90% of the cases where we refuse discharge is because the client 

ceases to pay their contributions and fails to respond to our contact. Improvements 

mandated by the 2013 and 2016 legislation have allowed us to collect contributions in a 

much more effective manner.  

 Unfortunately, the only way forward for these cases is refusal of discharge to give creditors 

the choice to commence diligence if they deem it necessary. 

 

6.2 Credit Unions and Carrington Dean Trust Deeds 

Credit Union debt being managed via Trust Deeds – as of November 2019 

Credit Unions play an important part in the finance landscape. They offer lending at low interest 

rates to individuals that may not have been able to secure such finance by other means. As such, it 

is inevitable that this finance is occasionally caught up in the Trust Deed process.  

For information and context, the table below indicates the numbers of Live Trust Deeds with a 

Credit Union debt, and the overall Credit Union debt being managed within Trust Deeds, as at the 

26th November 2019 

Number of Live Trust Deeds 13,691 

Number of Live Trust Deeds with a Credit 
Union debt 989 

Percentage 7.2% 

 

Total Debt being managed in live TD Book £577,456,627 

Total Credit Union Debt managed in TD Book £2,826,838 

Percentage 0.49% 
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Credit Unions, Trust Deeds and the overall financial landscape 

We recognise that the Credit Union sector in Scotland may have reservations about the Trust Deed 

sector.   We would respond that we very much see ourselves, Credit Unions and the broader public 

and not-for-profit sectors as parts of the overall debt relief landscape in Scotland. 

As discussed above, we provide debt advice to tens of thousands of people in Scotland each year, 

only a small percentage of who will ultimately enter a PTD.  

We believe the volume of enquiries we receive reflects the very real concerns that a significant 

number of people in Scotland currently have about their ability to service their debts, and the extent 

to which the need for advice and support cannot be met by the public and not-for-profit sectors 

alone. 

Ongoing pressures on real wage levels in the context of living costs would suggest that this situation 

is not likely to change in the short to medium term.   

It is important that individuals seeking debt relief and management solutions have access to 

information on the full range of options available to them and different organisations who can advise 

and support.  The key criteria should be that every client‟s solution is right for them and not driven 

by any organisational preference.  

 

6.3 In conclusion, Protected Trust Deeds – The possible way forward 

To quote a recent FOI replied to by AIB, the average debt level in a Trust Deed in 2018 was 

£14,800. In the first half of 2019 it has risen to £15,200.  

This is a small but significant rise which underlines the continuing usefulness and need for Trust 

Deeds.  Issues such as wage stagnation and real terms drop in household income for working 

families will remain an issue for years to come. 

There is clear stakeholder desire to reform Trust Deeds.  We recognise the need for Trust Deeds to 

evolve to meet the changing needs of those for whom it is the best solution.  As discussed above, of 

the thousands of individuals we engage with every year, only a small percentage will enter a PTD. 

For most of those individuals, this will represent the start of an ultimately successful and in many 

cases life-changing financial management journey. We have included direct client reflections as 

Appendix 1.  

Trust Deeds are, and will remain, an essential part of the Scottish debt landscape. 

With this in mind, we would suggest several improvements to the process which could be made: 

 Introducing an IVA style creditor meeting process for Trust Deeds to allow creditors to give 

positive approval. 

 

 Re-introduce the option of a composition offer to creditors which, again would require 

positive approval to allow the Trust Deed to close before the end of the 4-year period if there 

has been an exceptional change in client circumstances and creditors agree successful 

closure is suitable. 
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 Come to an agreement with all stakeholders to offer an automatic route into another solution 

for clients who have been refused discharge from their Trust Deed. 

 

 Introduce a Trust Deed fixed fee to eliminate the use of category 1 and 2 disbursements. 
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Appendix 1: Our Clients’ perspective 

Throughout this submission, we have referred to the individuals we work with as Clients.  At 

Carrington Dean we use this term rather than the reductive alternative „Debtor‟.  Every client who we 

work with has specific debt management needs, our commitment is to work with them to identify 

whether a PTD is the most appropriate solution and, if it is, support them throughout the 4-year 

statutory term to successful discharge.  

For many of clients this period can be a challenging one.   

We thought it would be useful for the Committee to be hear the views and reflections of those we 

have worked with.  

Q1 What was your experience of being in a Trust Deed? 
 

Answered: 405 Skipped: 0 

 

Extremely                     
valuable                     

Very valuable                     

Somewhat                     
valuable                     

Not so valuable                     

Not at all                     
valuable                     

                     

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%  

                    

ANSWER CHOICES            RESPONSES      

Extremely valuable           56.30%    228 
                   

                    

Very valuable           23.46%    95 
                   

                    

Somewhat valuable           9.88%    40 
                   

                    

Not so valuable           5.19%    21 
                   

                    

Not at all valuable           5.19%    21 
                   

                     

TOTAL                 405 
                       

89.64% of our clients felt that the Trust Deed was valuable to them. 
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Q2 Do you feel you benefited from your Trust Deed? 
 

Answered: 405 Skipped: 0  
 
 
 

 
Yes 

 
 
 
 

 

 No            

             

 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%  

            

ANSWER CHOICES      RESPONSES     

Yes        85.93%   348 
             

             

No        14.07%   57 
             

              

TOTAL            405 

  

We asked the clients who responded to comment: 

 

1. My husband died suddenly in 2013. I had no income myself apart from Disability Living 
Allowance and knew that I had to find a solution to pay off debts before they fell into arrears. 
I was also left with a considerable mortgage to repay as the policy my husband had in place 
would not pay out due to a technicality when set up by a financial adviser. A Trust Deed 
does not cover mortgages but being able to deal with all other outstanding debts did help 
massively. I still had to pay a set amount each month in terms of the Trust Deed but the 
peace of mind that I would not be getting more into debt was immense. My credit rating has 
obviously been affected, but this is not such a terrible thing in hindsight. 

2. Learned to only spend what I can afford. 

3. I got my life back. Less worry about making ends meet month to month. 

4. The trust deed helped me out of a very difficult situation that was causing me a great deal of 
stress the trust deed solved all of this for me. 

5. Completely changed my life, went from having not enough wages to cover the bills going 
from one payday loan to the next to having one affordable monthly payment. 

6. I felt I could have control over my life. Prior to reaching out to Carrington Dean I was in a 
terrible situation and my mental health suffered. After leaving their office with a plan in place 
I felt a huge weight had been lifted. 
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Q3 Were there any downsides of being in your Trust Deed? 
 

Answered: 405 Skipped: 0  
 
 
 

 
Yes 

 
 
 
 

 

 No            

             

 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%  

            

ANSWER CHOICES      RESPONSES     

Yes        38.52%   156 
             

             

No        61.48%   249 
             

              

TOTAL            405 

 

Clients also responded to this question with their comments. These were the issues that clients 
found: 

1. Not being able to decorate the house or have holidays. 

2. Could not get credit like mobile phone. 

3. I felt I was a failure and it had a huge impact when trying to rent a property. 

4. Having to make do was difficult, this took some getting used to not being able to get credit 
for anything.  

5. Not able to get new stuff for the house. 

6. Having to relinquish any PPI that I had. 
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Q4 Did you feel advertising influenced your decision to enter a 
Trust Deed? 

 
Answered: 405 Skipped: 0  

 
 
 

 
Yes 

 
 
 
 

 

 No            

             

 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%  

            

ANSWER CHOICES      RESPONSES     

Yes        26.67%   108 
             

             

No        73.33%   297 
             

              

TOTAL            405 

  

As advertising has been seen as an issue for the industry, we thought it would be a good idea to 
ask our clients their opinions on Trust Deed advertising. As you can see most were not influenced 
by advertising at all. The clients who had experience of advertising told us: 

1. Had I not seen an advert for Trust Deeds I wouldn't have known there was a solution to my 
debt problem. 

2. Trust deeds need advertised more, there are other people out there that would benefit if they 
knew about it. 

3. I wouldn‟t have been aware of this as an option otherwise. 

4. Yes, if I hadn‟t heard through advertisements, I would have been stuck in the wrong debt 
management agreement going around and round n clearing the debt. 

5. Didn't know what to do about debt. Then saw the advert and decided to bite the bullet and 
phoned. 
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Q5 If given the choice again, would you take the same course of 
action to deal with your debt? 

 
Answered: 405 Skipped: 0 

 

Definitely                     
would                     

Probably would                     

Probably would                     
not                     

Definitely                     
would not                     

                     

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%  

                    

ANSWER CHOICES            RESPONSES      

Definitely would           57.04%    231 
                   

                    

Probably would           23.46%    95 
                   

                    

Probably would not           7.90%    32 
                   

                    

Definitely would not           11.60%    47 
                   

                     

TOTAL                 405 
                       

 

Over 80% of our clients would go through the Trust Deed process again if this was necessary. 
These clients told us: 

 

1. I was extremely fortunate at the time to be involved with a trust deed, it helped me 
enormously to get through a difficult time, the information I received before, during and after 
the completion of my case was first class. 

2. Trust deed helped my husband and I get through a very difficult time in our marriage. thank 
you. 

3. I would highly recommend It to anyone finding themselves in hopelessness and desperation 

4. because of their debt. 

5. Whenever I had to call or was called, the person on the phone was so helpful and reassuring 
and no question I had was stupid to them, felt like talking to my best friend. 

6. Best decision I ever made was to enter the trust deed. No more stressing over debts! 

7. About the last question. TD is the best option and I‟m happy I did it however If anyone 
considers entering a further TD due to needing it because of excess spending then they‟ve 
not learnt how to live within their means or taken anything from it. Obviously if circumstances 
changed and through no fault of my own, I absolutely would use a TD again, but I will do 
everything to avoid it. 
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8. It went in quicker than I thought and 2 years after it finished, I am back to normal credit rating 
though definitely manage my money better. 

9. Not for everyone but a pretty amazing solution that allows the sleepless nights and constant 
stress to be less overwhelming. 

10. I would hope I would never get myself into the same situation again, but I would recommend 
doing a trust deed to anyone. It is instant relief when it is sorted out. 

 

Clients who didn‟t wish to go through the process again stated these reasons: 

1. It's very difficult to get credit after you've finished a trust deed and very difficult to try and get 
it back to where it was, especially when your trust deed stays on your credit list for 6 years. 

2. I didn‟t fully understand the consequences to my trust deed until I needed a mortgage. It was 
beneficial in helping with my debts though. 

3. Only feedback I have is after the trust feed my credit score is still low. 

4. Should have went bankrupt would have been all done in 2 years. 

5. Although I said I ended with zero credit rating, one year on and I have managed to build a 
good credit rating by using a credit building credit card and now my rating is fairly good. 

6. I selected not above because I never want to be in that position again. However, at the time 
of my trust deed it felt like a life line and was a massive weight off my shoulders and I wish I 
had known about it perhaps five years before. 

7. It was hard but it got me back on track to manage my finances a lot better than before. 

8. I will never be in debt again. I learned my lesson last time. They make it very easy to get into 
debt but not so easy to get out off. Thank you for all your help. It‟s a fantastic feeling to be 
debt free. 

9. Don't do it, talk to your creditors yourself. 

10.  My credit rating has not improved, absolute waste of money. 
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Appendix 2: SIP 3 – our advice meeting. 

As indicated in our response to Question 4 above, as part of the joint decision making process 

around whether a PTD is the most appropriate solution for an individual, we undertake a SIP 3 

Compliance Call.  This important call and advice meeting is comprehensive and structured to 

ensure all relevant information is considered.  

We have provided an outline of how this meeting is conducted below to provide a more detailed 

insight into our compliance procedures.  

 
  

Introduction  

Introduce yourself to the caller accordingly and confirm that calls are recorded - Full name, address and D.O.B 
For information about how we use your personal data and the rights that you have, please read our privacy policy on our website at 
www.carringtondean.com  
 
We have been looked at your case and have assessed that a TD may be the most suitable solution for your financial situation, however it 
is my job to review the information discussed and assess all the options available to you to ensure that you have made an informed 
choice. This may take around 30 minutes, is that ok? 
 
When going through the initial fact find information it is important that you are open and honest with me to ensure that the correct 
solution is identified for you.  
 
Before you contacted Carrington Dean did anyone coach you to give misleading information or advise you to hide any information from 
me?  
 
If you opt for a formal insolvency solution and you have given any false or misleading information or you fail to tell me something 
important, please note it is a criminal offence.  
 
Offer a face to face meeting before verifying the details as per VB?  
 
 

Vulnerability  
Is there anything in relation to your health and wellbeing that you would have to make me aware of today as it could affect your ability 
to make a decision?  
 
Do You have any illness or disability that would deem you as a vulnerable adult? request permission from the customer for you to make 
some notes regarding this and explain if necessary that this is due to the company’s duty of care to the customer 
 
Does anyone help manage your finances? (Carer, relative, third party). 
 
Check that the debtor can hear you okay (Tell the debtor to let you know if they can’t hear you at any point, want you to slow down or 
repeat anything. Feel free to ask questions) 
 
If there is any evidence of a recent bereavement, the debtor could be vulnerable. 

 

Fact Find (critical)   

Confirm personal details including marital status / dependants / homeowner / renting (if renting who from private landlord, council, 
partners property etc.), employment status, address history etc.  
 
Obtain consent to run a full credit search and read statement 
 
Clarify position with creditors, in particular check if they have any additional debts with HMRC, Council Tax, Over payment of tax credits 
or any other DWP, Pay day loans, Door stop lending, Credit Union or Student Loans (i.e. Obtained fraudulently cannot be included) 
 
Check if any of the debts are joint?  
 

Check the income and expenditure provided and review against the guidelines.  
 
If the client has any dependants confirm whether they pay/receive child maintenance. Are they in any arrears?  
 
Are there any deductions for your pay other than income tax, national insurance and company pension? Pay attention to 
credit union deductions, arrestment's of earnings, and other employment deductions for savings, clubs, charities etc. 
 
Confirm what date and how often are they paid?  
 

http://www.carringtondean.com/
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Any other income from friends, family members, additional job?  
 
Are there any foreseen changes in your circumstances that will affect your financial position, (job changes, maternity, 
windfall)  

If any vehicle is listed on case obtain a valuation and confirm details. If the vehicle is on Hire Purchase discuss the step-up payment if 
applicable on all solutions? (If client has a HP for someone else it is still a liability of the theirs and should be detailed as an asset and 
secured creditor as it remains a liability of theirs and if the third party doesn’t pay then then the client will be liable) 

 
Do you own a property? How is this owned sole / jointly owned etc.? 
 
Have you ever owned a property? Obtain details 
 
Do you have any other assets – e.g. additional property, caravan, savings, shares, investments? Etc.  
 

Discuss the reasons for insolvency  

Other Options  (critical)   

Have you previously tried any formal/informal debt solution in the last two years (informal payment plans, refinancing, 
DAS, previous PTD/MAP/Bankruptcy) and if so, why did it fail?  Obtain details of company 

Discuss the options available - DAS/PTD/MAP/Bankruptcy including impact on credit rating – REFER TO ADDITIONAL 
INFO SHEET PROVIDED –Ask which option they want to proceed with and why.  

 
Your monthly contribution includes the payments to your creditors and also the following fees, Fixed fee for 
setting up your Trust deed, Percentage of realisations which is a supervisory fee and disbursements which are 
3

rd
 party expenses to cover bonding insurance, and the Trust Deed registration fee etc. A full personalised 

breakdown can be found in your paperwork we send to you. 

Client Obligations (critical)   

Having a TD may affect your job, therefore we recommend that you check the terms and conditions of your employment 
contract, or speak to your HR department. If you are a member of any professional associations, you should check their 
rules too.  
 
Explain all assets must be realised for the benefit of creditors. If you were to receive payments such as 
Windfall/Inheritance we would be required to be informed straight away and these are expected to be paid into the Trust 
Deed. 
 
We will instruct a Claims Management Company (Allay Claims) to investigate any financial claims on your behalf (even if 
they have done so previously to identify any claims that they may not have been aware of) If any successful claims are 
identified a fee of 40% will be paid to the Claims Management Company.   
 
An Inhibition will be registered against you once the Trust Deed is protected to serve the purpose of your Trustee being 
informed should your assets position change. 
 

As we discussed previously, you are a homeowner.  That means your property has been conveyed to your Trustee which 
means that we must review the equity position in your property before you sign the Trust Deed.  We will make an 
agreement on how the equity will be treated and that agreement will not change unless the property is sold during the term 
of the Trust Deed or you fail to co-operate with your Trustee and do not fulfil your Trust Deed obligations, at which point 
the Trustee may look to sell your property for the benefit of creditors. Once the Trust Deed is signed you Trustee controls 
your assets and you will not be able to dispose of these without their agreement. 
 
If the property is sold the debtor's share of the proceeds will be paid to the Trustee (100p in £ plus statutory interest for all 
cases). 
 
If the review shows that there is equity of £5,000 or more at 100% loan to value, then prior to the end of your Trust Deed 
(normally just make your last agreed payment) you will need to attempt to re-mortgage the property to release the equity 
to pay into the trust deed. If you are unable to do so, then your trust deed may be extended by 12/24 months dependent 
on the level of equity to compensate your creditors. 
 
We will verify the value of your property and revert with more detailed figures. 

All agreed contributions must be adhered to and paid on time – if payments are missed then the discharge from your Trust 
Deed could be refused and you will find yourself back in the position you are currently in just now.  If You do not maintain 
your payments to the Trust Deed and fail to contact us, we may write to your employer and instruct them to take 
the contribution from your salary. This of course would be an option of last resort.  

 
We will do a financial review of your income and expenditure annually, You are required to complete and return updated 
income and expenditure forms together with bank statements and payslips for the prior 6 months. We can also give you 
access to our new online tool if you use online banking which removes the need to complete the paperwork should this be 
more convenient. 



Carrington Dean  EEFW/S5/20/2/2 

37 

 
Any additional income during this period would require an increase in contribution as and surplus income is expected to be 
paid into the Trust Deed. This includes bonuses, tax rebates, overtime and similar. 
 
We now need to set up your payments through RCP. Can you confirm the best day of each month/week to start your 
payments?  
(Confirm clients payments and duration with them and reasons why if there is an extension) 
We will now attach your card details do you have your card to hand? (Call back when receive new card if bank change is 
required) 

No further credit can be obtained during the arrangement without prior consent from the IP 
 
Discuss change of bank accounts and impact on employment, if applicable.  
 
If the debtor is self-employed discuss the tax rebates? 
 
During your Trust Deed the creditor may continue to send you correspondence however this should reduce overtime and 
anything you do receive should be forwarded to ourselves.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      
 
If client has secured creditors confirm these payments must be kept up to date out with their Trust Deed and reasons why. 

Process (critical)   

We will now proceed to draft up and issue your Trust Deed proposal the document will cover all of the information 
discussed today and also the role the IP plays throughout the process, how the PTD process works and what creditors 
can do up until the date the Trust Deed is signed.  
 
Please take the time to read through this document and if you have any questions or require any further explanation on 
anything contact this office on directly. 
 
This document also details our terms and conditions and what is expected from you. If you are happy with the information 
and agree to be bound by the terms then we will arrange for our courier service, Insignia, who will contact you directly to 
make arrangements to bring you a printed copy to witness the signing and deliver this back to head office for you. We will 
be unable to proceed with your application without this.  
 
Once we do receive the signed copy of this we will proceed to; 
 

 Register TD on ASTRA (Form 1) within 7 days receipt of the signed TD 

 A letter will then be issued to every known creditor within 7 days of the notice in ROI 

 Creditors are given an objection period which is 5 weeks from the date of registration on ASTRA 

 For the Trust deed to attain protected status we must not receive written notification from any creditor(s) with either 
more than a third in value or majority in number of the total claims –  no notification from a creditor is deemed as consent 
to the Trust Deed. 

 For us to register the TD as Protected we need to submit a Form 3 to the AinB.  This form must be submitted within 4 
weeks of expiry of the objection period date. 

 
Having a look at your creditors I do not foresee any reason why they may object OR Looking at your creditors 
xxxx may object due to xxxx.  
 
If they do so we will work to overturn these objections with yourself and the creditor concerned. 

Once protected you will be placed on the ROI and will administer this case ensure that the best return is achieved for your 
creditors.  
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OTHER OPTIONS  

Manage your own finances 

- Stay as you are by doing 

nothing or trying to 

manage your own finances 

by making cut backs on 

your expenditure.  

 

Advantages:  

1. There are no fees associated with this option. 

2.You remain in control of your finances 

Disadvantages:  

1. If you are unable to meet the required repayments creditors may take further action against you, this could 

include county court judgments, default notices or in extreme cases petitioning for your bankruptcy. 

2.Your credit rating may be damaged unless you make the full contractual payments 

 

Informal Arrangement - 

Negotiate with your 

creditors directly and agree 

repayment plans and 

explain your situation.  

 

 

Advantages:  

1. There are no fees associated with this option. 

2.You remain in control of your finances 

 

Disadvantages 

1. Creditors are not legally bound to the arrangement and could withdraw at any time or take legal action against 

you. 

2. To be fully effective you need all your creditors to agree and this usually requires you to pay all the debt back in 

full. 

3. Your credit rating will be damaged as you are not maintaining the contractual payments to your creditors. 

Consolidation Loan -  apply 

to obtain a consolidation 

loan sufficient to pay off all 

your unsecured debts 

 

Advantages:  

1.You will only make one monthly payment to one creditor 

2. Your credit rating will be unaffected, and may be repaired by making the contractual payments, if previously 

damaged. 

3.The monthly repayments may be more affordable than paying lots of individual creditors 

 

Disadvantages:  

1.A setup fee and interest is normally charged on the loan and the debt is repaid in full 

2.You may not be able to raise sufficient funds to consolidate all debts, and so could end up in a worse position 

3.You may be asked to secure this loan on your property if you have sufficient equity available 

Debt Arrangement Scheme 

(DAS) Only if more than 1 

debt and will be repaid in a 

reasonable length of time – 

less than 10 years 

Which is the Scottish equivalent of a DMP. Must live in Scotland, have one or more debts and have a reasonable 

level of surplus income after meeting the normal living costs.  Cannot be bankrupt, subject to a bankruptcy 

restrictions order or undertaking, or in a protected trust deed.  All debts can be included with the exception of 

child support payments and court fines.  Mortgage/secured loan arrears can be included, however, ongoing 

mortgage/secured loan payments cannot be included and the client must continue to make these out with the 

DPP. Only qualified money advisers can advise on and manage a DPP under DAS.  A money adviser can be 
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 employed in the Public Sector, such as with the local Citizens Advice Bureau or local authority money advice team, 

or an insolvency practitioner (or a suitably qualified member of his/her staff) can act as a money adviser for DAS.   

Minimal Asset Process 

(MAP)  Bankruptcy  - Only 

if  debt totals at least 

£1,500 and not more than 

£17,000 and able to pay the 

£90 application fee 

To apply for MAP, the client must meet the following criteria: 

 Owe a total debt of at least £1,500 and not more than £17,000 

 Must not own a single asset worth over £1,000 (this excludes a vehicle which does not exceed £3,000 
and is reasonably required) 

 The total value of all assets cannot exceed £2,000 

 The client must have received advice from an Approved Money Advisor  

 The client must be living in Scotland or have lived in Scotland within the last 12 months 

 The client must not have been made bankrupt in the last five years 

 The client must not have been made bankruptcy through the Minimal Asset Process within the last 10 
years 

 The client must pay the application fee of £90 to the AiB 

 The client must have a certificate for sequestration signed by an authorised person 

 The client must have been in receipt of benefits only for the last six months; or 

 A money adviser has assessed the client’s income and expenditure using the common financial tool and 
the client has no surplus to pay a debtor’s contribution. 

 The client does not own any land or property 
The client will be discharged after 6 months, this solution offers protection and debt forgiveness.  The bankruptcy 

details are held on a public register (ROI).  It will affect your credit rating and could also affect your current or 

future employment options. You cannot obtain credit of more than £2,000 without disclosing you are bankrupt 

nor can you engage in a business unless certain criteria is met.  

Sequestration – Only if 

debt totals more than 

£3,000 and able to pay 

£200 application fee to the 

AiB 

 

To apply for full administration sequestration, the client must meet the following criteria: 

 The client currently lives in or has lived in Scotland within the last 12 months, or has a place of business 
in Scotland 

 The client has debts of over £3,000 

 The client is able to prove Apparent Insolvency and/or the client is unable to pay their debts as they fall 
due and has been granted a Certificate for Sequestration by an authorised person (Money advisor) 

 The client must have received advice from an Approved Money Advisor 

 The client has not made themselves Bankrupt in Scotland within the last 5 years 

 Pay the application fee of £200 to the Accountant in Bankruptcy (AiB) 

The client will be discharged after 12 months, subject to co-operation and this solution offers protection and debt 

forgiveness.  A Debtor Contribution Order (DCO) will be set by the AinB for the surplus income which will be the 

same level as the repayment in a PTD and will also be for the same period of 4 years. However you lose control 

over your assets and these may be sold by the Trustee. The bankruptcy details are held on a public register (ROI). It 

will affect your credit rating and could also affect your current or future employment options. You can’t obtain 

credit of more than £2,000 without disclosing you are bankrupt, start up a limited company or be involved in the 

day to day management of such a company.  You are also not allowed to act as an MP, serve on a local council, 

and be a Justice of the Peace or a member of a local school board. 

Protected Trust Deed 

 

This is a legally binding agreement between you and your creditors. You offer your creditors an affordable 

monthly repayment over a fixed period of time generally 4 years unless the agreement is extended in lieu of 

equity in a property, missed payments etc. All creditor action should stop once the PTD is protected and no 

further interest and charges can be added after the date of signing. The TD has to be administered by a licensed 

Insolvency Practitioner and there are costs associated with this.  However you do need either a majority in 

number of a third in value of the total creditors to agree to the Trust Deed proposal, no response is deemed as 

consent within the 5 week period for objections. The PTD may adversely affect your credit rating. If your 

circumstances change you must contact us immediately so that we can assess your position accordingly which 

may result in a change of the sums payable or the term originally agreed.  If you fail to co-operate then this could 

result in the refusal of your discharge and the protection will be gone and you will be liable for your debts. In 

addition to this the Trustee may look to release any assets you have for the benefit of the Trust Deed. All fees and 

http://www.aib.gov.uk/certificate-sequestration-1-april-2015
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outlays (Trustee Admin Fee of generally £2,500 with an additional fee totalling 20% of monthly repayments) are 

payable from the contribution payments made by the client over the life of the agreement meaning no 

additional fees payable by the client. 
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PROTECTED TRUST DEEDS INQUIRY 

SUBMISSION FROM ICAS 

Introduction 

 

1. The Institute of Chartered Accountants of Scotland (ICAS) is the oldest 
professional body of accountants and represents over 21,000 members who 
advise and lead business across the UK and in almost 100 countries across 
the world. ICAS is a Recognised Professional Body (RPB) which regulates 
insolvency practitioners (IPs) who can take appointments throughout the UK.  
We have an in-depth knowledge and expertise of insolvency law and 
procedure.  

2. ICAS‟s Charter requires it to primarily act in the public interest, and our 
responses to consultations are therefore intended to place the public interest 
first. Our Charter also requires us to represent our members‟ views and 
protect their interests. On the rare occasion that these are at odds with the 
public interest, it is the public interest that must be paramount. 

3. ICAS is interested in securing that any changes to legislation and procedure 
are made based on a comprehensive review of all the implications and that 
alleged failings within the process are supported by evidence. 

4. ICAS is pleased to have the opportunity to submit its views in response to the 
call for views issued by the Scottish Parliament‟s Economy, Energy and Fair 
Work Committee (the Committee).  We shall be pleased to discuss in further 
detail with the Committee any of the matters raised within this response 
during the oral evidence session which we have been invited to participate in 
on 21 January 2020. 

Executive summary 

 

5. We welcome the short inquiry being opened by the Committee as this 
provides an opportunity to focus on specific concerns in relation to Protected 
Trust Deeds (PTDs) which have been raised during the Committee‟s 
consideration of the Debt Arrangement Scheme (Scotland) Amendment 
Regulations 2019. 

6. We fully agree that individuals should be directed to appropriate debt 
solutions. What is an appropriate debt solution will depend upon several 
factors and on individual circumstances. Over recent years there has been a 
move through legislative amendments to blur the distinction between the 
various debt solutions. As a result, it is perhaps rare for there to be a clear 
case where one solution is the „most appropriate solution‟. It is important 
therefore to recognise that there is unlikely to be a right or wrong solution, 
while acknowledging that some may have more positive benefits than others. 
The objective therefore must be to ensure that individuals are in „an 
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appropriate debt solution, balancing the needs of a debtor and the rights of 
the creditors‟.  

7. A clear policy decision requires to be taken on whether the direction of travel 
for debt solutions in Scotland is to be taken down a route where debtors (and 
to some extent creditors) are forced into particular solutions or whether there 
is a choice of solutions available to meet the individual circumstances and 
preferences of individuals. We would support retaining a choice of solutions 
being available. 

8. PTDs form part of a „toolkit‟ of options (alongside sequestration, the Debt 
Arrangement Scheme (DAS) and non-statutory remedies), which are available 
to individuals who face financial difficulties with debt.   

9. The landscape of regulation surrounding PTDs in the context of the 
Committee‟s inquiry is complex. It involves: 

 the regulation of debt counselling and debt adjusting as 
regulated activities overseen by the Financial Conduct Authority;  

 advertising regulated by the Advertising Standards Authority;  

 the conduct of Insolvency Practitioners regulated by the 
Recognised Professional Bodies 

 the regulation of the Recognised professional Bodies by the 
Insolvency Service 

 the supervision of trustees and administrative processes of 
PTDs by the Accountant in Bankruptcy 

10. In recent years, a two-tier personal insolvency market has developed. One tier 
is operated by volume providers, typically on a highly commercialised basis in 
a very corporate environment and controlled by persons who are often not IPs 
or regulated accountants. A second tier is operated under a more traditional 
model where the appointments are held by IPs within entities which are 
controlled by IPs and regulated accountants. 

11. The PTD market is dominated by a small number of providers who operate as 
volume providers. Over 80% of PTDs are administered from within 4 firms. 

12. ICAS acknowledges concern amongst stakeholders surrounding the 
marketing and promotion of trust deeds. It is less clear that there is evidence 
of widespread consumer harm as a result of the marketing and advertising of 
trust deeds. 

13. We are not aware of any empirical evidence which supports the view that 
PTDs are being „mis-sold‟. There is no single agreed definition of mis-selling 
however a dictionary definition is “the act of selling something that is not 
suitable for the person who buys it.” Against a background where there is 
unlikely to be a single solution that is „the right one‟, mis-selling is difficult to 
evaluate. 

14. The insolvency profession, in conjunction with the Insolvency Service, have 
been working in recent months to respond to the changes in the structure of 
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the personal insolvency market. This has included changes to the monitoring 
regime for volume providers, changes to the Code of Ethics applicable to 
insolvency practitioners and changes to Statements of Insolvency Practice. 

15. We would support further discussion with the FCA and UK Government 
surrounding the authorisation requirements in respect of the regulated 
consumer credit activities of debt counselling and debt adjusting. We believe 
there is a requirement to extend the insolvency exemption for these regulated 
activities when carried out by insolvency practitioners beyond the current 
exemption which restricts the exemption to where the insolvency practitioner 
is acting in reasonable contemplation of an appointment. 

16. We welcome the opportunities to consider what may be appropriate steps to 
reform the PTD regime but believe that this should be carried out as part of a 
wider review of debt solutions in Scotland. We welcome the commitment 
given by the Minister for Business, Fair Work and Skills during evidence to the 
Committee on the DAS Regulations to such a review, however, note that no 
timescale has been given for the review to take place. We would encourage 
the setting up of an independent review at an early date. 

17. Any such review may include consideration of whether there is a new solution 
required for consumer debt and a need for greater codification of trust deeds 
which is currently based on a myriad of common law, trust law, and 
insolvency law. 

Detailed response 

18. Our response to the key questions contained within the call for views are set 
out in Appendix 1. 
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Appendix 1 

23. What is your experience of Protected Trust Deeds (PTDs)? 
 

The Institute of Chartered Accountants of Scotland (ICAS) is the oldest professional body of 
accountants and represents over 22,000 members who advise and lead business across the 
UK and in almost 100 countries across the world. ICAS is a Recognised Professional Body 
(RPB) which regulates insolvency practitioners (IPs) who can take appointments throughout the 
UK.  We have an in-depth knowledge and expertise of insolvency law and procedure. 
 
ICAS‟s Charter requires it to primarily act in the public interest, and our responses to inquiries 
such as this are therefore intended to place the public interest first.  Our Charter also requires 
us to represent our members‟ views and protect their interests.  On the rare occasion that these 
are at odds with the public interest, it is the public interest that must be paramount. 
 
ICAS currently regulates 97 Insolvency Practitioners, 84 of which are based in Scotland. 
 
The most recent Freedom of Information disclosures provided by the Accountant in Bankruptcy 
(AiB) indicate that almost 80% of PTD‟s registered between 1 January 2019 and 30 June 2019 
are under the management of only four firms (one firm of which has nearly half of the total). Of 
those, only one is regulated by ICAS (approx. 9% market share), the remainder are regulated 
by the Insolvency Practitioner Association (IPA). Broadly the IPA regulate trustees in 88% of all 
PTDs, with ICAS regulating most of the remainder. 

 
24. What are the benefits of PTDs? 
 

In view of the overlap between questions 2 and 3, we have responded to these questions 
together.   
 
PTDs form part of a „toolkit‟ of options (alongside sequestration, the Debt Arrangement Scheme 
(DAS) and other non-statutory remedies), which are available to debtors who face financial 
difficulties with debt.  It is therefore difficult to consider the benefits and downsides of PTDs in 
isolation. 
 
PTDs are an important debt solution which provides individuals with a practical way to resolve 
their personal financial and problem debt difficulties and may be a better solution for them than 
options such as bankruptcy, which can carry greater obligations and restrictions.  
 
What is an appropriate debt solution for an individual will depend upon individual circumstances 
and consider a myriad of factors.  Over recent years there has been a move through legislative 
amendments to blur the distinction between the various debt solutions.  As a result, it is 
perhaps rare for there to be a case where one solution could be considered to be the only 
appropriate solution for an individual‟s circumstances.  
 
While recognising that some may have more positive aspects than others, the concept of there 
being a „right solution‟ is flawed as this suggests that there can only be a binary decision.  
However, when considering the unique circumstances of each person, there is rarely just one 
possible solution. 
 
For some time ICAS have advocated for a clear policy decision on whether the direction of 
travel for debt solutions in Scotland is to be taken down a route where debtors (and to some 
extent creditors) are forced into particular solutions or whether there is a choice of solutions 
available to meet the individual circumstances and preferences of individuals. 
 
At the moment, our perception is that there is a push from the Scottish Government and AiB to 
steer individuals towards DAS.  While the benefits and suitability of DAS for some individuals 
are not disputed, any increase in DAS numbers must arise through the provision of good advice 
and because it is the correct decision for the individuals concerned. 
 
At an evidence session of the Committee on 17 September 2019, Jamie Hepburn MSP, 
Minister for Business, Fair Work and Skill, stated:  
 

https://www.aib.gov.uk/sites/default/files/foi_aib_statistics_foi_19_02109_aib_002.pdf


ICAS  EEFW/S5/20/2/2 
 

5 
 

“I do not have the precise figures for the 2017-18 case load, but there were just over 2,000 new 
DAS cases and nearly 6,000 PTD cases.  There is a bit of a disparity there.  When we look at 
the creditor element, the disparity is brought into sharp focus. Just under £35 million was 
returned to creditors through the debt arrangement scheme, whereas a lesser sum of around 
£22 million was returned under protected trust deeds, despite there being nearly three times as 
many of them…..” 
 
Such comparisons are entirely simplistic and without any serious analysis of the reasons 
behind the disparity are unhelpful.  The Scottish Government‟s view that DAS is not an 
insolvency solution also renders such comparisons meaningless if a debt management product 
(DAS) is being compared with a product which is intended to provide debt relief (PTD). 
 
A PTD can be an appropriate solution based on specific individual circumstances. We consider 
that debtors should continue to have the ability to choose which debt solutions are appropriate 
to their own circumstances.  For example, some individuals may prefer to deal directly with a 
trustee in a trust deed rather than enter DAS where they would deal with a government agency 
and payment distributors, particularly where equity in a family home is to be realised.  A trust 
deed may also balance better the rights of creditors in comparison to DAS as they would 
remain entitled to interest and charges. Typical considerations (or features) when advising 
individuals with problem debt and the options that may be available to them are set out in 
Appendix 2. 
 
One of the fundamental drivers behind debt relief being provided within society is to allow 
individuals to be provided with a „second chance‟.  It is widely recognised and accepted that 
rehabilitation measures should be swift and no longer than necessary. To force individuals into 
an unnecessary extended period of debt repayment does not meet these objectives.  Entering 
a PTD has the potential to provide a significant number of individuals with that „second chance‟.  
 

25. What downside is there to PTDs? 
 

See response to question 2.   
 

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

 
Overview 
 
It is widely acknowledged that there is a two-tier personal insolvency market in operation.  One 
tier is operated by volume providers, typically on a highly commercialised basis in a very 
corporate environment and controlled by persons who are often not IPs or regulated 
accountants. They typically obtain their appointments through large advertising campaigns and 
third party „lead generators‟. Volume PTD providers tend to reflect the firms which are volume 
IVA providers, although the number of PTDs are small in comparison to the number of IVAs 
within such firms.  
 
A second tier is operated under a more traditional model where the appointments are held by 
IPs within entities which are controlled by IPs and regulated accountants. 
 
As with much of the debt advice and debt solutions arena, the regulatory landscape 
surrounding advertising and marketing is not straightforward. Responsibility for the regulated 
activity of debt advice falls within the scope of the Financial Conduct Authority (FCA) who have 
regulatory responsibility for the regulated activities of debt counselling and debt adjusting. 
There are limited exclusions from requiring FCA permissions for these regulated activities for 
Insolvency Practitioners when acting in contemplation of an appointment which falls within 
section 388 of the Insolvency Act 1986 or when acting as an office holder under such an 
appointment. Where FCA permissions apply then firms are required to apply the rules of the 
FCA Handbook (specifically section CONC 3.9) in relation to the promotion of debt counselling 
and debt adjusting services. 
 
However, for promotions or advertisements which promote only PTD‟s then it is likely that these 
shall fall under the responsibility of the Advertising Standards Authority who have also issued 
advice on advertising in this area. 

https://www.handbook.fca.org.uk/handbook/CONC/3/9.html
https://www.asa.org.uk/advice-online/debt-management-and-individual-voluntary-arrangements-ivas.html
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In our view, it is often not clear in connection with advertising and promotion of PTDs that the 
advertiser is not an Insolvency Practitioner but what is commonly referred to as a „lead 
generator‟. These are firms who will typically carry out advertising and then ingather information 
from individuals responding on their income and expenditure as well as assets and liabilities to 
consider their eligibility for debt solutions. They may also provide some debt counselling 
(advice) of a generic nature which does not fall within the scope of FCA permissions. The 
individual is then passed on to an Insolvency Practitioner or their firm (almost exclusively one of 
the volume providers). 
 
We have consistently raised concerns about the regulation of the lead generator sector in 
respect of debt counselling activity in discussions with the AiB and the FCA since the 
responsibility for Consumer Credit moved to the FCA in April 2014. In particular, we are 
concerned with the ability for debt counselling to fall between a regulated activity and a non-
regulated activity when it is promoted as generic advice to individuals who have provided their 
personal financial information in contemplation of a debt solution.  
 
ICAS acknowledge that there are stakeholder concerns surrounding the marketing and 
promotion of trust deeds. It is less clear that there is evidence of widespread consumer harm as 
a result of the marketing and advertising of trust deeds.  
 
Action 
 
As the factors affecting PTDs are broadly similar to those affecting IVAs (albeit on a smaller 
scale by number), the Insolvency Service and the RPBs are working collaboratively to identify 
effective ways of addressing concerns. 
 
The RPBs take steps to ensure that IPs are suitably qualified, competent, and act in an 
appropriate matter (e.g. in relation to licensing, monitoring, complaints etc).  All these steps 
contribute to a community of skilled IPs offering appropriate debt solutions, which balance the 
needs of the individual and the rights of their creditors. 

 
However, as with all systems and processes the landscape changes over time and there is 
always a need to keep under review whether the current framework remains appropriate or 
whether amendments are required. 
 
The Insolvency Service, as the oversight regulator of RPBs, issued updated guidance in 
October 2019 on monitoring volume IVA and PTD providers. This guidance sets out the 
principles, standards and expected areas of work focus that RPBs should be undertaking in 
respect of volume providers. Monitoring of Insolvency Practitioners who do not fall within the 
volume provider regime are monitored in accordance with a Memorandum of Understanding 
and Principles of monitoring Insolvency Practitioners agreed between the Insolvency Service 
and the RPBs. 
 
ICAS believes that the current regulatory system promotes best advice on the part of IPs. For 
example, SIP 3.3

2
 makes it clear that an IP should ensure that the advice, information and 

explanations provided to a debtor about the options available are such that the debtor can 
make an informed judgement on which process is appropriate to their circumstances. 
 
The Joint Insolvency Committee (JIC) is responsible for the maintenance, improvement and 
promotion high standards of insolvency practice amongst regulated members of insolvency 
profession, including the production of transparent, proportionate, consistent and targeted 
practice statements and guidance of an ethical, regulatory, or “best practice” nature. It is the 
Joint Insolvency Committee which produces the Statements of Insolvency Practice (SIPs) 
which are approved by the RPBs and which Insolvency Practitioners are required to adhere to. 
 
The two most relevant standards which related to PTDs in the context of the Committee‟s 
inquiry are SIP 3.3 (Trust Deeds) and SIP 9 (Payment to Insolvency Office Holders and their 
Associates).  

                                            
2
 SIP 3.3 paragraphs 16-18 

https://www.gov.uk/guidance/monitoring-individual-voluntary-arrangement-providers
https://www.icas.com/__data/assets/pdf_file/0009/2133/F7071-ICAS-Insolvency-Regime-Memorandum-of-Understanding.pdf
https://www.icas.com/__data/assets/pdf_file/0010/2134/F7072-ICAS-Principles-for-Monitoring-Insolvency-Practitioners.pdf
https://www.icas.com/__data/assets/pdf_file/0005/269933/SIP-3.3-November-2016-updated-BSA-2016-references.pdf
https://www.icas.com/__data/assets/pdf_file/0015/2256/SIP-9-Scotland-Payments-to-Insolvency-Office-Holders-and-their-Associates-ICAS.pdf
https://www.icas.com/__data/assets/pdf_file/0005/269933/SIP-3.3-November-2016-updated-BSA-2016-references.pdf
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JIC undertakes a continuous programme of review and during 2019 has been undertaking 
steps to identify whether there is a need to amend the provisions of those SIPs (and SIP 3.1 
which deals with IVAs). Working Groups have been set up to consider amendments to each of 
these SIPs and it is expected that revised versions of SIP 9 and SIP 3.3 will be issued in the 
early part of 2020 for consultation.  
 
Changes are also being introduced to a revised insolvency Code of Ethics, expected to be 
published by 31 January 2020 and to come into effect on 1 May 2020, which will address 
matters connected to personal and business relationships, the IP as an employee and the use 
of services other than those provided by the IP. Amendments are also being made to the Code 
of Ethics to provide greater clarity in relation to the use of advertising and relevant 
requirements. 
 
Following a campaign by StepChange Debt Charity, which drew attention to the misleading 
advertisers impersonating reputable debt charities, Google has committed to restricting debt 
services advertising. 
 
Debt advice adverts via Google are now subject to an application and approval process and 
promotion of debt advice services will be restricted to IPs and firms who hold FCA authorisation 
for debt adjusting and debt counselling. 
 
This will target unregulated lead generation firms and third-party intermediaries who sell the 
leads on to other firms. 
 
Given that the perceived issues extend to a relatively small number of providers, albeit affecting 
a significant percentage of cases, we consider that more use should be made of existing 
legislative provisions and that the effectiveness of non-legislative measures which are being 
undertaken should be kept under review. 
 
The evidence we have is that most IPs are placing individuals into trust deeds appropriately 
and when it is the most appropriate solution to meet their financial difficulties.  
 
Correctly or wrongly, the very mention of PTDs has become toxic and, in the fog of bad 
publicity, the important and useful role that they play in the personal insolvency landscape is 
largely being forgotten. 

 
Complaints 
 
Statistical analysis of complaints does not bear out a significant or systemic mis-selling of PTDs 
as a solution for problem debt. 
 
The Insolvency Service‟s 2018 Annual Review of Insolvency Practitioner Regulation

3
 shows 

that only 11 trust deed related complaints were received through the Insolvency Complaints 
Gateway in 2018, representing only 3% of complaints received (PTDs represent around 5% in 
number of all insolvency cases across the UK). 
 
The same report indicates that an average of only 14 complaints per year were recorded in 
relation to PTDs over the last 5 years.  In context, there are approximately 25,000 live PTDs in 
progress suggesting approximately 0.2% of PTDs have any form of complaint lodged. 
 
From 2017 to 2019 ICAS has received only 4 complaints in respect of PTDs. One remains 
under investigation (received in November 2019), one was withdrawn, and the two other 
complaints were not upheld. None of the complaints registered related to „mis-selling‟ of PTD or 
inappropriate or inadequate advice being given to the debtor resulting in them entering into a 
PTD when another solution would have been more appropriate. 
 
While complaint numbers cannot be relied upon to provide a full picture, they are a good 
indicator of the level of dissatisfaction which stakeholders, including debtors, would have with 

                                            
3
 Table 14 (page 20) 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/807755/Annex_1_Annual_Review_of_IP_Regulation_2018_Final.pdf
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PTDs.  If there was substantial mis-selling of PTDs it could reasonably be expected that 
complaints would be raised and therefore the number of complaints would be much higher. 
 
Further information on how ICAS deals with complaints is available from the ICAS website

4
. 

 
PTDs v DAS 
 
It is also worth revisiting the comparison between DAS and PTDs in the context of possible 
mis-selling.  A recent statistical release by the AiB revealed that the five-year failure rate for 
DPPs approved under DAS in 2013-14 is 40.7%. 
 
The Freedom of Information disclosures referred to in our response to question 1 show that 
from 1 January 2018 to 25 April 2019, the number of PTDs that failed (the trustee was 
discharged, but not the debtor) during the 4 year trust deed period was 1,656.  During the same 
period 10,057 new PTDs were registered. This would suggest an approximate failure rate of 
16%. As a comparison the failure rate for IVA‟s in England and Wales is around 40%

5
. 

 
It is clear that the reality is that PTDs work for the vast majority of people and, of those that fail, 
a significant proportion will be accounted for by those who wilfully refuse to cooperate with their 
Trustee and do not meet the terms of the Trust. 

 
For cases where the debtor has been entirely cooperative there should rarely be any barrier to 
personal discharge as it is clearly inappropriate to refuse this because of extenuating 
circumstances which prevents payment of agreed contributions (for example an economic 
shock such as loss of employment or a newly diagnosed mental or physical health condition). 

 
The failure rate does not appear to be reflective of systemic mis-selling or of individuals being 
placed into the wrong solution as a matter of course and the PTD failure rate compares 
favourably with DAS. 
 
The AiB admit that the failure of a DAS DPP cannot be portrayed as a positive outcome, but 
they point out that creditors still benefit from the repayments made up until the revocation. 
However, while that is true, individuals are left with the balance of liabilities plus reapplied 
interest.  As a result, many may end up in bankruptcy or a PTD regardless.   
 
The statistical release referred to indicates that the mean expected duration of revoked DPPs in 
2018-19 was 7 years.  The mean actual duration at the time of revocation was 2.4 years.  A 
further freedom of information disclosure reveals that the average debt level of an individual in 
DAS in 2018 was £16,500.  Using that figure for comparative purposes would mean that, on 
average, an individual is left with £10,843 of debt following a revoked DPP under DAS.  This 
does not factor in DAS fees of up to 10% (in 2018), any missed payments or reapplied interest. 
 
If the individual in question has suffered an economic shock, then that person faces the 
prospect of a subsequent PTD or bankruptcy to deal with the remaining outstanding debt. That 
could mean another four years in an insolvency process, and a total of 6.4 years to deal with 
the problem debt.  If no economic shock has been suffered, then it calls into question the 
appropriateness of DAS as a solution in the first place or points to an issue of non-cooperation 
and issues were inevitable regardless of the process. 
 
It must be recognised that it is not always straightforward to place people in the right solution 
for their circumstances and that individuals‟ circumstances will change. The likelihood of 
changes in circumstances presenting themselves is likely to increase over a longer period of 
time.  The number of PTDs do not, of themselves, provide evidence of widespread mis-selling, 
there are a variety of factors at play. 
 
Simply considering matters from the viewpoint of PTDs being bad and DAS being good is 
fundamentally very flawed.  Wider societal questions need to be considered by the government 

                                            
4
 icas.com (How to make a complaint against an ICAS Member) 

5
 Individual Voluntary Arrangement outcome statistics Figure 3. (Office of National Statistics) 

https://www.icas.com/regulation/complaints-and-sanctions/how-to-make-a-complaint-against-an-icas-member
https://www.aib.gov.uk/sites/default/files/aib_-_ad-hoc_statistical_release_id_1.xlsx
https://www.gov.scot/publications/foi-19-01126/
https://www.aib.gov.uk/sites/default/files/foi_aib_statistics_foi_19_02109_aib_002.pdf
https://www.gov.uk/government/statistics/individual-voluntary-arrangement-outcome-statistics
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at a very fundamental level as to whether they consider it appropriate to be more prescriptive 
over who does and does not have access to debt relief. 
 

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

We do not believe that there is any more of in incentive for IPs to offer an individual with debt 
problems a PTD over other available solutions.  
 
Lead generators and advertising 
 
Through large scale and targeted advertising, there is clearly a danger that people are being 
encouraged to enter debt relief products when they have no requirement to access such a 
product.  On the flip side of that it is bringing debt relief to the attention of those who might 
otherwise have „suffered in silence‟ and continued to live with the burden of debt for many 
years with the resultant impact on health and social inclusion. 
 
There is undoubtedly a practice of using introducer firms to generate potential PTD clients 
within the volume market.  As these firms, and also staff within some volume trust deed 
providers, are often remunerated on a commission basis, there would appear to be an inherent 
incentive for a trust deed to be a presented as a viable solution even when other debt solutions 
may be more appropriate. 
 
However, there is little evidence that debtors are routinely being encouraged into a PTD when 
another debt solution would be more appropriate. Safeguards are in place through regulation to 
minimise the risk of this occurring. For example, SIP 3.3 requires certain standards to be 
adhered to by the Insolvency Practitioner to protect against such occurrences. In particular: 
 

16. In all cases the insolvency practitioner is responsible for ensuring that the debtor has 
been given appropriate advice. 
 
18. The insolvency practitioner should have procedures in place to ensure that an 
assessment is made at an appropriate stage of:  
a) whether the debtor is being honest and open and sufficiently co-operative;  
b) the debtor‟s understanding of the process, and commitment to it;  
c) the attitude of any key creditors and of the general body of creditors;  
d) whether a Trust Deed is an appropriate solution;…. 
 
20. The insolvency practitioner should be able to demonstrate that appropriate steps have 
been taken at all stages of the Trust Deed, by maintaining records of:  
a) discussions with the debtor, the information and explanations provided, and options 
outlined and the advantages and disadvantages to the debtor of each option;  
b) comments made by the debtor, and the debtor‟s preferred option;…. 
 
24. The insolvency practitioner or a suitably experienced member of his staff should interview 
the debtor prior to the Trust Deed being signed. 
 
29. An insolvency practitioner may be approached to give advice on a debtor‟s financial 
difficulties, and the way in which those difficulties might be resolved. The insolvency 
practitioner should have procedures in place to ensure, taking account of the personal 
circumstances of the debtor, that: 
a) the role of adviser is explained to the debtor and that at this stage the insolvency 
practitioner is advising the debtor and acting in the debtor‟s interests but in the context of 
finding a workable solution to the debtor‟s financial difficulties; 
b) sufficient information is obtained to make a preliminary assessment of the solutions 
available 
and their viability; 
c) it is explained that the debtor will need to co-operate and provide full disclosure. The 
insolvency practitioner should be able to form a view of whether the debtor has a sufficient 
understanding of the situation and the consequences, and whether there will be full 
cooperation in seeking a solution; 
d) when considering possible solutions, account is taken of the impact of each solution on the 
debtor and on any third parties that may be affected; 
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e) the debtor is provided with an explanation of the options available, so that the solution best 
suited to the debtor‟s circumstances can be identified. This information should be confirmed 
to the debtor in writing. 
 
34. The insolvency practitioner should be satisfied that a debtor has had adequate time to 
think 
about the consequences and alternatives before signing a Trust Deed. 

 
Consumer credit regulation 
 
It is important to consider the interaction between IPs and the Financial Conduct Authority 
(FCA).  When consumer credit regulation was transferred to the FCA on 1 April 2014, a regime 
change took place for IPs.  While there was previously an insolvency licence which allowed IPs 
to conduct a wide range of consumer credit activities, this was replaced by a more limited 
insolvency exclusion, with any IPs conducting work outside this exclusion potentially needing to 
consider full FCA authorisation. 
 
The insolvency exclusion allows an IP to conduct debt adjusting, debt counselling, debt 
administration and debt collecting when formally appointed as an IP under Section 388 of the 
Insolvency Act 1986, or conduct debt counselling, debt adjusting or credit information services 
in reasonable contemplation of being appointed under Section 388. 
 
The result of this is that firms without relevant FCA permissions are precluded from providing 
the full suite of debt solutions which, on a commercial basis, may drive them to favour PTDs as 
a remedy over DAS. 
 
We consider that the scope of the insolvency exclusion available under FMSA 2000 requires to 
be extended in such a way that insolvency practitioners can provide the regulated activity of 
debt counselling irrespective of whether there is reasonable contemplation of an insolvency 
appointment. We do however recognise that this is not an area over which the Scottish 
Parliament has the ability to change but would encourage the Scottish Government to discuss 
with the UK Government the need to amend the legislation, particularly in light of the UK 
Governments proposals to introduce a statutory debt repayment plan for England and Wales. 
 
Self-interest 
 
It should be recognised that elements of self interest threats exist in both commercial and free 
debt advice sectors. While the self interest threat may manifest itself in different manners and 
outcomes. For example, a self-interest threat may exist within a commercial organisation to 
encourage individuals into debt solutions which maximise the commercial return for the debt 
solution provider. Similarly, a self-interest threat may exist within a free debt advice sector 
provider to encourage individuals into debt solutions which, for example, are perceived to be 
less socially detrimental or most in line with the corporate values of the organisation.  
 
It is also important to recognise that it is unreasonable to expect self-interest threats to be 
eliminated completely and therefore self-interest threats should be managed to a level which 
could be perceived to be an acceptable level by a reasonably informed third party. 
 
In view of the recent changes brought about by the Debt Arrangement Scheme (Scotland) 
Amendment Regulations 2019, the self-interest threat has increased for free debt advice sector 
organisations. 
 
Where an individual enters DAS through a free debt advice organisation Money Adviser, 15% 
of funds ingathered in a DAS case (levied as part of the new fixed statutory administration fee 
of 20%) are either to be remitted to the Scottish Government or returned directly to the money 
advice organisation who placed the individual into DAS.  
 
There is consequently an increased self-interest threat for the free advice sector being 
incentivised to put clients into DAS, possibly in favour of other solutions which may be more 
suitable. 
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The potential for conflicts and incentivisation is always present, the most important thing is how 
those conflicts are managed.  In relation to PTDs ICAS consider that is best done through 
collaborative working and not through further tinkering with legislation. 
 

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

Licencing requirements 
 
There is an argument that some of the perceived issues with PTDs can, to some degree, be 
attributed to the removal of trustee residency requirements under section 7 of the Bankruptcy 
and Diligence etc. (Scotland) Act 2007. While this was necessary to be compliant with the EU 
Professional Qualifications Directive, a perhaps unintended consequence was that insolvency 
firms operating in England and Wales were now able to more readily access the Scottish 
personal insolvency market, with protected trust deeds in particular seen to be relatively easy to 
adopt into existing volume provider operations.    
 
Any person who engages in insolvency practice under the Insolvency Act 1986 or Insolvency 
(Northern Ireland) Order 1989 is required to be authorised for such work by an RPB and to 
have passed the Joint Insolvency Exam Board (JIEB) exam(s). 
 
Both the corporate and personal JIEB papers sat by prospective Scottish IPs are bespoke to 
Scotland and recognise that it has distinct procedures such as PTDs and DAS which do not 
exist in other UK jurisdictions. 

 
 
 
There is therefore a risk (albeit in most instances a low risk) that an IP from another UK 
jurisdiction, who has passed the English personal insolvency JIEB paper, is ill-equipped to 
provide comprehensive advice in relation to Scottish personal insolvency.  While Trust Deeds 
are often compared with English IVAs, they are a significantly different product. 
 
We consider there is merit in the Insolvency Service and the RPBs investigating further whether 
restrictions should be placed on Insolvency Practitioners ability to take appointments based on 
their legal jurisdiction competences in a similar manner to solicitors who are qualified to 
practice in Scotland, England and Wales or hold dual qualifications.  
 
Credit Unions 

 
It is notable that one of the principal groups of dissenters, and a significant voice for change in 
relation to PTDs, has been the credit unions in Scotland.   
 
The view of credit unions against trust deeds is a long standing one. The Scottish Government 
carried out a consultation in 2008 on the impact of PTDs on Credit Unions. In the consultation 
report Credit Union debts in Trust Deeds Fergus Ewing MSP, Minister for Community Safety 
concluded “There is little evidence that Credit Unions are disproportionately disadvantaged 
compared to other creditors.” There is no evidence presented in recent years that we are aware 
of which demonstrates that this conclusion does not remain appropriate today. 
 
Those representing the credit union sector seek to link difficulties which credit unions have with 
the marketing and advertising of trust deeds and what they consider to be significant failings 
with the regulation of trust deeds and by extension to the level of bad debt which credit unions 
are affected by.  
 
The latest credit union statistics published by the Bank of England  indicate no significant 
change in bad debt for Scottish credit unions between 2014 and 2018. Despite the value of 
loans increasing by 31% during that period, the level of bad debt provided for remained broadly 
constant, peaking at 3.6%

6
. The annual level of bad debt charged by credit unions in Scotland 

on an annual basis again remained broadly consistent at between 1.25% and 1.59%
7
. These 

                                            
6
 Table 3.2 - Credit union annual statistics – 2018 (Bank of England) 

7
 Table 3.3 - Credit union annual statistics – 2018 (Bank of England) 

https://www2.gov.scot/Resource/Doc/174118/0048563.pdf
https://www.aib.gov.uk/sites/default/files/publications/Resource/Doc/4/0000581.pdf
https://www.bankofengland.co.uk/statistics/credit-union/2018/2018
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levels are substantially lower than recorded for English credit unions where the level of bad 
debt provided for increased from 5.24% to 6.3%

8
 and annual bad debt charges between 2.21% 

and 2.68%
9
. 

 
The same statistics

10
 show that between 2014 and 2018, while the value of loans outstanding 

to Scottish credit unions increased by 31% (7% by number) the value of loan arrears increased 
by 82% (30% by number). These are broadly comparable with the picture in England over the 
same period. 
 
At the same time, the number of protected trust deeds registered fell by 11% (from 6,681 in 
2013/14 to 5,958 in 2017/18 with a low of 4,437 in 2014/15). The number of trust deeds being 
protected remains significantly below the peak of PTDs in recent times of 9,188 in 2009/10. 
 
We do not therefore see evidence of a linkage between the number of PTDs (whether as a 
result of marketing/advertising of these or otherwise) and the level of credit union bad debt in 
Scotland. To the contrary, we believe that evidence such as the above supports the continued 
view of the 2008 consultation report of Credit Union debt in trust deeds that “There is little 
evidence that Credit Unions are disproportionately disadvantaged compared to other creditors.” 
 
Legislative reform 
 
We strongly believe that legislation should only be used to tackle issues where no other 
remedies are appropriate. Where there are perceived deficiencies in PTDs we believe that 
these may be capable of being tackled through a combination of voluntary actions from the 
relevant stakeholders and adaptations to the regulatory framework. 
 
Finally, in noting that the Scottish Government and Accountant in Bankruptcy will use 
responses to this inquiry to inform it approach to reform of PTDs, ICAS would once again stress 
its concerns over a piecemeal approach being taken to legislative change to debt solutions.  
 
The recent evidence sessions of the Committee resulted in a commitment by Jamie Hepburn, 
Minister for Business, Fair Work and Skills, to an overarching and wide-ranging review of the 
personal insolvency landscape in Scotland. Whatever the outcome of this inquiry, ICAS would 
strongly advocate for wholesale review of debt solutions, as opposed to the amendment of trust 
deed legislation in isolation. 
 
Issues which might be considered include: 

 The need for a new debt solution focussed on consumer debt 

 Consideration of the need to provide greater codification of trust deeds 
which are governed through a hybrid of common law, trust law, and 
insolvency law. 

                                            
8
 Table 2.2 - Credit union annual statistics – 2018 (Bank of England) 

9
 Table 2.3 - Credit union annual statistics – 2018 (Bank of England) 

10
 Table 3.4 - Credit union annual statistics – 2018 (Bank of England) 
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Appendix 2 

Feature Informal debt 

payment plan

DAS PTD Sequestration 

(debtor 

application)

Level of repayments Negotiated 

between debtor 

and creditor(s)

Determined by 

CFT

Determined by 

CFT

Determined by 

CFT

Interest and charges By negotiation Frozen, but able 

to be reapplied if 

DAS fails

Claim in PTD Claim in 

sequestration

Creditor agreement Specific 

agreement of 

affected creditors

Fair and 

reasonable test if 

one or more 

creditors object

Not required 

although 

creditors may 

object to trust 

deed becoming 

protected 

(requires majority 

of creditors in 

number or 1/3rd 

in value)

Not required

Duration As long as 

necessary to meet 

negotiated 

position

As long as 

necessary to 

repay debt in full

4 Years 4 Years

Debtor discharge from debt n/a n/a In accordance 

with terms of the 

trust deed. 

(Normally on 

successful 

completion of 

trust deed, and 

may be granted 

discharge from 

debt by the 

trustee where 

trust deed not 

successfully 

completed.)

Full sequestration 

- 12 months

MAP - 6 months

(Discharge 

granted at above 

periods at 

discretion of AiB)

Home Excluded Excluded May be excluded Vests in trustee

Acquirenda period n/a n/a 4 years 4 years

Debt level No minimum or 

maximum debt 

level

No minimum or 

maximum debt 

level

£5,000 minimum 

debt level, No 

maximum debt 

level

£3,000 minimum 

debt level, Max 

£17,000 for MAP 

otherwise no 

maximum debt 

level

Credit rating May be recorded 

on credit file and if 

done so likely to 

affect credit rating

Recorded on 

credit file and 

likely to affect 

credit rating

Recorded on 

credit file and 

likely to affect 

credit rating

Recorded on 

credit file and 

likely to affect 

credit rating

Credit during duration of debt 

solution

Subject to credit 

policy of lender

Subject to credit 

policy of lender

Subject to credit 

policy of lender

Must not obtain 

credit of more 

than £2,000 while 

an undicharged 

bankrupt without 

disclosing 

bankruptcy to 

lender.

Affects 

employment/directorships/public 

office

In limited 

circumstances

In limited 

circumstances

In limited 

circumstances

Possibly

Cost of debt solution approved by Debtor Set in statute 

(20%)

Creditors (AiB 

also have right of 

audit)

Creditors (or AiB 

if no 

commissioners 

elected)

AiB fees (assuming no 

commissioner)

n/a 2% £100 pa 

supervision fee

Audit and 

determination of 

trustee fees 5% 

of amount 

determined

£100 pa 

supervision fee

Audit and 

determination of 

trustee fees 

17.5% of amount 

determined

Cost to debtor Negotiated with 

DPP provider

Nil 

(costs of process 

met by creditors)

Nil 

(costs of process 

met by creditors)

Nil 

(costs of process 

met by creditors)
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

PROTECTED TRUST DEEDS INQUIRY 

SUBMISSION FROM  R3, ASSOCIATION OF BUSINESS RECOVERY 

PROFESSIONALS 

Protected Trust Deeds (‘PTDs’) 

About R3 

R3 is the trade association for the UK‟s insolvency, restructuring, advisory, and turnaround 
professionals. We represent licensed insolvency practitioners („IPs‟), lawyers, turnaround 
and restructuring experts, students, and others in the profession. 
 
Our members work across the spectrum of the profession, from global legal and 
accountancy firms through to smaller, local practices. Our members have direct experience 
of insolvencies and their impact on individuals and businesses across the UK. 
 
The insolvency, restructuring and turnaround profession is a vital part of the UK economy. 
The profession promotes economic regeneration, resolves financial distress for businesses 
and individuals, saves jobs, and creates the confidence and public trust which underpin 
trading, lending and investment. 
 
Response to questions 
 
1. What is your experience of Protected Trust Deeds (PTDs)? 
 
R3‟s Scottish Technical Committee („STC‟) deals with issues of general importance and 
significance to the profession in Scotland, keeping under review all UK and EU legislation, 
prospective and other matters relating to insolvency law and practice in Scotland 
specifically. The Committee is multi-disciplinary and has a good spread of representation, 
both geographically and in terms of size of practice, including practising insolvency 
practitioners, lawyers, solicitors, academics and others working within the insolvency 
profession. 
 
With regard to PTDs specifically, some committee members have a great deal of 
experience of dealing with them. In more recent years until the contribution was equalised 
between PTDs and sequestration in 2015, PTDs were less popular with debtors due to the 
extended contribution timescale. Now they are becoming more popular again due to the 
benefits or perceived benefits, which prima facie may be promoted for commercial reasons. 
 
2. What are the benefits of PTDs? 
 
There are many benefits of PTDs, including flexibility, limited barriers to entry and speed of 
access to debt relief. PTDs are generally regarded as an appropriate debt relief solution for 
individuals who are insolvent and they are perceived to carry less of a stigma than attached 
with sequestration. Some of our committee members have found that individuals struggling 
with debt problems are often afraid to seek appropriate advice for fear what might happen. 



R3, Association of Business Recovery Professionals EEFW/S5/20/2/2 
 

15 

Therefore, a benefit of PTDs is (rightly or wrongly) is they appear less daunting than 
sequestration and individuals fee more inclined to take advice about them.  
 
It is often the case that PTDs offer better returns than sequestration and these returns are 
also likely to be paid at a faster rate.  
 
An individual cannot be a company director of a limited company unless the terms of the 
PTD allow it, which illustrates that PTDs are flexible and less restrictive.  
 
3. What downside is there to PTDs? 
 
Whilst PTDs have benefits, there are a number of downsides to them, including a general 
lack of consistency and issues with reporting i.e. what constitutes a failed trust deed? 
 
Some committee members have experienced situations whereby lenders have different 
criteria for the approval of a PTD, and in some cases fees can be restricted to the extent 
that they are not viable to administer. This restricts the choice available to consumers.  
 
A huge concern for our committee members is the level of unregulated advisers using the 
internet for advertising purposes, which has reputational effects on the insolvency and 
restructuring profession. From experience, it is often found that unregulated advisors are 
not appropriately experienced and qualified and they only offer PTDs rather than the full 
spectrum of possible solutions including the debt arrangement scheme. The recent 
intervention/complaint from StepChange to Google did seem to offer hope that Google 
would begin to clamp down on unregulated advisers advertising on Google. Google stated 
that the following - 
 
„Google allows ads promoting debt services as long as the advertiser and provider of these 
services is appropriately authorised, i.e., is either (1) a licensed insolvency practitioner or 
(2) authorised by the Financial Conduct Authority to carry on debt adjusting and debt 
counselling and to hold client money. Advertisers must also be certified with Google.  
 
However, the impact of the above may be minimal as the market for advertising has moved 
and more lead generating advertising is appearing more on social platforms e.g. Facebook, 
Instagram. 
 
In respect of unethical practices, there is a perceived failure of the regulatory professional 
bodies in dealing with these type of practices.  
 
4. Are there issues with the way PTDs are marketed and promoted to debtors? What 
are they? 
 
Despite the ethical code addressing the quality of advertising required by insolvency 
practitioners, there still remains issues with the way PTDs are marketed by a small number 
in the profession. Our members have seen adverts advertising 90% debt write off, which is 
technically incorrect and the practice of these advertisements should be tackled. Another 
example seen is a firm is advertising a raffle and the prize is to have all debts paid off. Any 
breaches in the ethical code should be reported and are a regulatory issue.  
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Whilst there are clear issues with regard to advertising, there is a fundamental 
misconception that simply advertising a legitimate and legal product/solution is in some way 
creating a problem. Advertising a solution may not increase the number of people who are 
insolvent and in need of help. Those individuals‟ financial position is already such that they 
desperately need help and advice. The earlier they take advice the better it is for them and 
indeed for creditors – the earlier they take advice then the more likely it is that insolvency 
can be avoided altogether.  
 
5. Are there incentives for providers to offer PTDs – and, if so, are these appropriate? 
 
This question is unclear. From an IPs perspective the PTD is a tool in the tool kit to put 
forward as an option when advising of the debt relief/debt management options available to 
someone in financial difficulties. There is a legitimate commercial interest on the part of the 
IP to the extent that administering PTDs is part of the IPs business and one of the services 
offered.  
 
As regards „providers‟ there can be significant financial benefits in the form of payments 
made for information packs at the outset of the case. This was not permitted in Scotland 
historically, but it was considered unfair that such payment were allowed in individual 
voluntary arrangements, therefore legislation now permits such payments.  
 
The level of fees earned by an IP in administering a PTD does not impact the debtor as it is 
the creditors who pay. 
 
6. Please provide any further comments you wish to provide on PTDs. 
 
The view of some committee members is that wholescale revision of the law governing 
PTDs is required. It is a process which relies on Trust Law, Insolvency Law and a myriad of 
secondary legislation. It is not properly understood by many in the industry, never mind 
consumers and should be rationalised. 
  
We wish it to be noted that IPs are already heavily regulated and if there are concerns over 
individual cases where inappropriate advice has been given, then legal remedies are 
already in existence.  
 
Another area that requires greater scrutiny is the inconsistency in the level of outlays (not 
fees) charged by different IP Firms. For example, some of our members have seen high 
software costs charged on cases that do not necessarily reflect the size of the PTD, which 
is ultimately to the detriment of creditors.  
 
Finally, we note that the Association of British Credit Unions described them as „one of the 
biggest issues facing our sector over the past few years‟. However, it does not detail what 
the issues are. Is it because that Credit Unions believe they should be exempt from trust 
deeds writing off their debt? We appreciate that Credit Unions, who lend to higher risk 
individuals and are therefore at high risk of default are unable to charge the appropriate risk 
adjusted level of interest on their loans. However, this is different from the allegation that 
PTDs are being mis-sold or are not an appropriate solution. 


	EEFW/S5/20/2/A
	Written Submissions



