
SUBMISSION FROM THE HIGHLAND COUNCIL 
 
Observations on Bank Arrestment Proposals 
 
Local Authority as Involuntary Creditor 
 
Local Authorities are required by law to collect local taxation, principally 
Council Tax (including Scottish Water Charges) and Non-Domestic Rates.  In 
addition, there are powers to charge for some mandatory and discretionary 
services, and charges for these sundry debts are collected by pre-payment, 
direct debit, or through the issue of an invoice. 
 
The arrangements for local taxation billing and collection in particular are 
prescribed by law. 1  The normal method of enforcing payment of local 
taxation is by seeking a Summary Warrant and employing Sheriff Officers to 
collect those debts not paid to the Council itself. 
 
Sundry debt invoices are rarely enforced by Court action.  Local Authority 
staffs have a continuing, often lifelong relationship with customers; as a rule, 
customers should be vetted for their ability to pay before any services are 
delivered.  With the exception of invoices for overpaid Housing Benefit, the 
relationship is very much a traditional one of customer and service provider. 
 
On the other hand, local taxation administration is, by its very scale, often 
more remote from individual customers.  Despite the fact that the Highland 
Council has an extensive network of (Charter-marked) local offices and has 
recently increased its Council Tax “in-year” collection rate for the tenth 
continuous year in a row to 95.1%, there is still a significant minority of 
taxpayers who refuse to co-operate.  We consider that, as “involuntary 
creditors” (i.e. where certain goods and service cannot be withdrawn) Local 
Authorities should retain the right to carry out diligence against individual 
debtors after obtaining a Summary Warrant, but without a new Charge for 
Payment being served as proposed in the Bill.  Serving of a Charge would 
result in increased costs for the customer, and introduce delay into the 
recovery process at a time when Councils are being exhorted to become 
more effective in pursuing unpaid debts. 

                                                 
1  The Local Government Finance Act 1992 for Council Tax, The Local Government (Scotland) Act 
1947 for Non-Domestic Rates 
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The Highland Council, Bank Arrestments 
 

Financial Year 2005-2006 Non-Domestic 
Rates 

Council Tax 

Net Amount Billed £75.8m £83.6m 

Decree for Payment/Summary 
Warrant 

469 20,516 

Total Value £1,050,274 £11,136,249 

Average Value £2,239 £543 

Bank Arrestments lodged 437 9,145 

“Successful” 22 (5%) 2,926 (32%) 

 
General Comments on the Bill 
 
Comments on the proposed reforms set out in Part 10 of the Bill need to be 
considered within the context of the Bill as a whole. 
 
The Council accepts that the policy intention is to make the law of diligence 
more effective; for creditors to get more from those who can pay but won’t 
pay, while increasing protection for those who cannot pay. 
 
The position of a local authority is somewhat different from that of voluntary 
credit providers (e.g. banks and loan companies who analyse the risks before 
lending money and have a full information disclosure that can be used to 
facilitate the recovery process in the case of a default). From a Local Authority 
perspective, we are not generally in possession of this quality of information 
about our many customers, and consider some of the proposals in the Bill will 
make the collection of local taxation less effective and more expensive. 
 
In relation to the instigation of bankruptcy proceedings the Highland Council 
finds that proceeding in a targeted manner against high value debtors who 
have the resources but not the will to meet their liabilities, will often either 
induce payment or else, through the bankruptcy process achieve a recovery 
of all or part of the outstanding liability.  Experience shows that only a small 
proportion of these debtors served with a statutory demand will allow 
themselves to be subjected to bankruptcy. 
 
The positive aspects of the Bank Arrestment reforms are: 
 
1. The arrestee, in most cases the bank, will be obliged to inform the 

arresting creditor or the creditor’s agent of any sums attached under an 
arrestment.   
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There is a requirement to disclose the information within three weeks of 
service of the schedule of arrestment.  This is an improvement on the 
present situation. 
 

2. The automatic release of arrested funds is to be welcomed.  There is 
currently no automatic release, and this can mean an action of 
furthcoming (incurring delay and further cost) if a mandate is not signed 
voluntarily by the debtor. 

 
3. As in the case of Earnings Arrestments, a protected minimum level of 

funds will not be attached in future.  While this will reduce the 
effectiveness of Bank Arrestments (in cash collection terms), this 
corrects an anomaly from the customer’s point of view and is again to be 
welcomed. 

 
4. The proposal to limit by formula the funds attached by arrestment is 

reasonable.  Blanket arrestments mean that the whole balance in an 
account can be frozen, leading to debtors defaulting on payments to third 
parties, and making matters worse overall. 

 
The negative aspects of the Bank Arrestment reforms include the 

following: 
 
1. In Summary Warrant cases, it will now be necessary to serve a Charge 

for Payment prior to instructing an arrestment in execution.  The Bank 
Arrestment can only follow 14 days after the date of service.  This will 
delay recovery, which currently proceeds without the need for the service 
of a Charge for Payment.  The interest costs on borrowing by Councils 
during the 14 day delay could be considerable across Scotland. 

 
2. To serve a Charge in the remoter parts of Scotland will mean that, in 

addition to the statutory Bank Arrestment fee of £43.25, the defaulter 
incurs a cost of £80.75, and if it is a joint and several liability a further 
£14.05 for each additional (jointly and severally liable) defaulter.  The Bill 
assumes the debtor will pay these fees, but the reality is that if some 
have not paid their local taxation why would they pay the fees for a 
Charge being served on them?  In many cases, this will be an additional 
cost to the Council which the taxpayers will have to fund.  This will bear 
most heavily on widespread rural authorities such as Highland.  Even 
where funds are arrested, these additional costs together with any sum 
requiring to be left in the bank account as a protected minimum balance, 
will mean that Bank Arrestment becomes less effective (i.e. realises less 
funds) from the creditor’s point of view. 

 
3. If the debtor does not pay after the Charge has been served, apparent 

insolvency will have been constituted.  For efficient debt enforcement, 
Councils in these circumstances and in the absence of employment or 
bank account details may be more inclined to go down the route of 
bankrupting defaulters. 
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