
SUBMISSION FROM NORTH LANARKSHIRE COUNCIL 
 
General Background 
 
It is generally recognised that there is an increasing level of debt by 
individuals and that access to credit for a variety of reasons is becoming 
easier and more prevalent.  Whilst this may provide ready finance to the 
borrower it also brings with it the inherent risk of non-payment to the lender. 
 
The Council’s exposure to ‘lending’ arises from the imposition of taxes, ie, 
Council Tax and Non Domestic Rates.  As there is a limited range of services 
which can be withheld if there is non-payment, the Council is in an invidious 
position in comparison to commercial enterprises, eg, utility companies, who 
are able to limit or cease service provision.  In order to prevent the burden of 
non-payment being met by the general tax payer, it is imperative that the 
Council has a means of recovery. 
 
In instances where there is non-payment, the Council’s recovery options are 
limited to the diligence arising from the Summary Warrant process covering 
Earnings/Bank Arrestment.  Generally if the creditor is unwilling to pay then 
they are likely to be unwilling to provide details for operating an 
Earnings/Bank Arrestment.  As such in a relatively small number of cases the 
recourse to bankruptcy may be the only means of recovery. 
 
The Council has actively pursued recovery of arrears through the existing 
legislation for sequestration/bankruptcy and the Debt Arrangement Scheme.  
Where necessary such actions provide outcomes which are formalised and 
compatible with the protection afforded by legislation. 
 
Legislation Proposals 
 
Bankruptcy Period – The proposals to reduce the period of bankruptcy to one 
year allied to the use of a Bankruptcy Restriction Order appear to strike a 
balance between the interests of the debtor and the creditor. 
 
Income Payment Arrangements/Income Payment Orders – With a proposed 
reduction in the bankruptcy period the operation of Income Payment 
Arrangements/Income Payment Orders, is essential to provide a reasonable 
level of payment towards their debt whilst providing a range of freedom to the 
debtor following the bankruptcy period. 
 
Debtors Home – The property tends to be the most significant asset and, 
dependant on the scale of debit, may need to be realised to meet the debt 
due.  The operation of a 3-year period provides a reasonable period for the 
trustee to assess if the property needs to be sold or if the debtor can meet the 
debt by other means. 
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Protected Trust Deeds – The creditors need protection from debtors who can 
abuse the intent of Protected Trust Deeds in order to subvert their obligations 
to meet their debts.  The need if any for a process for Protected Trust Deeds 
and a Debtors Application for Bankruptcy needs to be considered, and if 
retained, needs clear distinction regarding their eligibility and use. 
 
Debt Threshold – The £1,500 level still represents a significant sum in 
comparison to the average salary and if there is non-payment by a debtor, 
appears to be an appropriate level to instigate recovery proceedings. 
 
Floating Charges – The proposals provide a greater clarity for the creation, 
registering and regulations of floating charges and should provide creditors 
with greater access to information to base lending decisions on. 
 
Land Attachment – This proposal provides an accelerated means of realising 
attached assets, particularly if not the sole or main residence, and so meeting 
the obligation of the debtor. 
 
Interim Attachment – This provides a further means of recovery by the creditor 
in terms of a new diligence on movable property. 
 
Money Attachement -  This provides a further means of recovery by the 
creditors in terms of a new diligence on money. 
 
Impact 
 
The proposals vary, extend the scope, and introduce a number of new 
diligences, which the Council may utilise in the recovery of outstanding debt.  
The costs to the Council in making use of these new powers is, as yet, 
unquantifiable, as it will depend upon the commercial rates charged by the 
recovery officers.  However, the Council is only required to make use of these 
powers in a relatively small number of cases and does so as a last resort. 
 
The proposals naturally deal with the processes associated with the recovery 
of debt and it may be desirable to consider the opportunity to better regulate 
the source of this problem in regulating/restricting the availability of credit. 
 
The development of the diligence available should strengthen the ability of 
creditors to recover the sums due to them.  This is particularly important for 
Council’s who are effectively involuntary creditors and require the protection 
the law affords to recover the sums due from the debtors. 
 
 
 
Brian Cook 
Head of Revenue Services 
North Lanarkshire Council 

Bankruptcy & diligence scot exec march 06 


	General Background 
	Legislation Proposals 
	Impact 

