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11 February 2021 
 
 
Dear Convener, 
 
General Review of Debt Solutions 

 

Thank you for your letter of 5 February concerning the three proposed stages to the General 
Review of Debt Solutions. 
 

As indicated in my January letter, I am pleased to have concluded the first stage which has, 
in my view, correctly focussed on measures that will immediately provide easier and lower 
cost access to debt relief for the most financially vulnerable.  The economic impact of the 

pandemic will regrettably be felt for some time to come and I think it is appropriate to place 
these measures, along with other relevant provisions to streamline processes, on a 
permanent footing.  I look forward to presenting the measures introduced through the draft 
Bankruptcy (Scotland) (Miscellaneous Amendments) Regulations 2021 at the Committee 

session on 2 March. 
 
You have raised the specific recommendation from the Committee’s PTD Inquiry on the 
distribution of funds in an insolvent estate resulting from the death of a debtor.  These are 

complex matters and will certainly be considered during the Stage 2 working groups that are 
being formed at the moment.  I mentioned in my response of 15 October on this point that 
consideration of these matters would need to take account of the position in other statutory 
solutions and more broadly the rights of creditors as part of the laws of succession where no 

statutory solution is in place. 
 
It is clear that the statutory interest rate applicable can create a “windfall” for creditors on the 
relatively rare occasion that interest is paid in addition to the principal debt during insolvency 

proceedings: though it should also be noted that creditors also have the right to opt for the 
rate of interest specified in the original contract, so that too low a statutory rate would simply 
be ignored.   
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But I agree with the broad consensus that the current rate is not appropriate given the long 

term prevailing low bank rate of interest.  Consultation responses on this issue have 
favoured an approach that would see statutory interest linked to the prevailing Bank of 
England base rate, although opinion is split on the level that should be fixed.  I believe that 
there is also merit in exploring consistency between this rate of interest and the judicial rate 

which is also currently set at 8%, albeit through separate legislation.   
 
As I said in my letter of 15 October, I would very much welcome the Committee’s views on 
the appropriate rate of statutory interest.  These issues will be considered further during 

Stage 2 of the review and I would expect this to report to the incoming Government in the 
latter part of this year.   
 
I hope that this is helpful.  

 
JAMIE HEPBURN 
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