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Summary 
Between £400 million and £500 million is currently held in dormant bank and building 
society accounts in the UK where, for whatever reason, a financial institution has lost 
contact with an account holder. A large proportion of this money will never be reclaimed 
by its rightful owner. The Government, working with the banking industry, has therefore 
proposed the establishment of an unclaimed assets scheme to put these dormant accounts 
to productive use whilst continuing to recognise the ongoing rights of customers to reclaim 
their accounts at any stage. 
 
We consider the Government’s proposals for the scheme and dispute its arguments for 
pursuing a voluntary approach, whereby banks and building societies will be under no 
obligation to participate. We also examine whether consumer interests will be adequately 
safeguarded and whether the Banking Code is the appropriate regulatory vehicle. 
Transparency will be a vital component of the unclaimed assets scheme, and we set out 
minimum requirements for external auditors to verify participation by the financial 
institutions. 
 
In relation to the proposal that dormancy should be identified after 15 years of no 
customer activity, we consider that 15 years is too long but welcome the fact that all forms 
of customer activity will be recognised, not merely customer-initiated transactions. Such 
non-transaction activity should be defined and evidence must be retained by the financial 
institutions to prove an account’s dormancy. 
 
We then consider the scope of the scheme. On the grounds of equity between financial 
institutions, and in the absence of compelling arguments to the contrary, we recommend 
that National Savings & Investments (NS&I) be included in the scope of the scheme, whilst 
urging the Government to investigate proposals for the scheme to include other classes of 
unclaimed asset, including insurance. 
 
The existing reclaim arrangements run by the British Bankers’ Association (BBA), the 
Building Societies’ Association (BSA) and NS&I have had some success in reuniting 
dormant accounts with their customers. However, the multiplicity of search mechanisms 
may discourage some customers from reclaiming their dormant accounts: a single search 
facility would be a significant improvement in this area. We urge the Government to 
investigate how such an interface could be adopted in order to unify the existing systems 
run by the BBA, the BSA and NS&I. 
 
There is some uncertainty about the level of funds which might be released by the scheme. 
Nevertheless, we examine the Government’s proposals for disbursement, including the 
local disbursement option for small building societies. By choosing youth services and 
financial capability and inclusion as the primary recipients of funds, the Government will 
miss an ideal opportunity to improve the financial strength of the third sector. We see a 
clear need for a Social Investment Bank, the establishment of which relies heavily on it 
receiving significant funding through unclaimed assets. We are disappointed at the lack of  
public consultation on the priorities for disbursement. 
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1 Introduction 

Purpose of our Report 

1. At present, many assets are held in banks, building societies and other financial 
institutions, which have become disconnected from their owners for a sufficient length of 
time to become dormant. Wherever possible, those unclaimed assets should be re-united 
with their legal owners or those owners’ heirs. Where this is not possible—and without 
prejudice to the rights and entitlements of legal owners—there is a case for those assets to 
be put to good use. In the 2005 Pre-Budget Report, the Government announced that it 
would work with the banking industry to design a scheme to allow money held in dormant 
accounts to be reinvested in society.1 In this Report, we examine the Government’s 
proposals and the approach it has chosen, and identify a range of issues that merit further 
thought before and during parliamentary consideration of the legislation which the 
Government proposes. 

Conduct of our inquiry 

2. On 17 January 2007, we announced our inquiry into unclaimed assets within the 
financial system and invited written evidence.2 In February, we visited Dublin to learn 
about the operation of the Irish Dormant Accounts Act 2001 and subsequent legislation. In 
addition to written evidence which is published with this Report, we considered two 
consultation documents issued by the Treasury in March and May 2007, the first relating 
to the operation of the scheme and the second to how the funds released through the 
scheme might be spent.3 In May and June we held three oral evidence sessions, taking 
evidence from Grant Thornton UK LLP, the Balance Foundation, Skipton Building 
Society, Charity Bank, the British Bankers’ Association (BBA), the Building Societies 
Association (BSA), the Commission on Unclaimed Assets (CUA) and Ed Balls MP, the 
then Economic Secretary to the Treasury. We are most grateful to all those who assisted us 
in the course of our inquiry. 

 
1 HM Treasury, 2005 Pre-Budget Report, para 5.80 

2 Committee website, www.parliament.uk/treascom  

3 HM Treasury, A UK Unclaimed Asset Scheme: a consultation, March 2007, and HM Treasury, Unclaimed assets 
distribution mechanism: a consultation, May 2007  
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2 Background 
What is a dormant account? 

3. A ‘dormant account’ is an account where the customer has lost contact with their bank 
or building society for a sustained period. According to the Government, the most typical 
reason for an account becoming dormant is a customer failing to inform their bank or 
building society of a change of address. In other situations the account holder may have 
died and their legal heirs may be unaware of the account. Poor financial capability, for 
example a lack of customer awareness of how to run an account, may sometimes be a 
factor in explaining the dormancy of an account.4 

Existing schemes for reclaiming dormant bank accounts 

4. Individual banks and building societies have processes to reunite owners with their 
dormant accounts. Those institutions will normally attempt to contact customers in 
advance of making accounts dormant in addition to their regular customer mailings. 
Depending on the circumstances, institutions sometimes also undertake other forms of 
pro-active search to trace customers, such as employing third-party search agents. Central 
tracing facilities for tracing dormant accounts were introduced by the BBA and BSA in 
2001. Their service is free of charge and is covered by the Banking Code. These facilities are 
designed principally to help customers who believe that they have an entitlement to an 
account, but are unsure of the specific account-holding institution. National Savings & 
Investments (NS&I) also runs its own scheme for reuniting dormant accounts with their 
owners. The key principle underpinning the existing framework for dormant accounts is 
that customers are given a clear understanding of their right to reclaim their money. 
Customers can reclaim their money, or reactivate their account, by application to their 
bank or building society at any time. Until dormant accounts are reclaimed, financial 
institutions use the funds contained to carry out their business, generating profits for 
shareholders in the case of a bank—although the BBA told us the profits involved were 
“immaterial”5—and rewards to members in the case of a building society. 

The Government’s proposals 

5. In the 2005 Pre-Budget Report, the Government announced its intention to work with 
the banking industry in designing a scheme which both preserved the rights of the 
individual consumer and at the same time allowed dormant assets to be reinvested in the 
community. The Government then embarked upon a two-stage consultation process with 
the industry and other interested parties, commencing in March 2007 with the publication 
of A UK Unclaimed Asset Scheme: a consultation. That paper outlined the Government’s 
proposed scheme in general, proposed changes to the Banking Code and proposals for 
legislation. A second paper, entitled Unclaimed assets distribution mechanism: a 
consultation, was released in May 2007, focussing specifically on proposals for the 

 
4 A UK Unclaimed Asset Scheme: a consultation, para 1.2 

5 Q 127 
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distribution of unclaimed assets for the benefit of communities. The first paper indicated 
that the Government considered that legislation was necessary for the effective functioning 
of the proposed scheme. In July 2007, when the Government’s Draft Legislative Programme 
was published, there was an indication that the Government proposes to present such 
legislation in the next Session of Parliament beginning in November 2007.6 

The Irish legislation 

6. The Republic of Ireland has had an unclaimed assets scheme since 2001. The scheme 
shares many features with the Government’s proposals, but differs in some important 
ways. The Irish scheme is mandatory and obliges banks, building societies and also An 
Post—the Irish post office—to transfer the balance of any account that has not had a 
customer-initiated transaction for 15 years to the National Treasury Management Agency 
(NTMA). As in the proposed United Kingdom scheme, customers have the right to 
reclaim their account in perpetuity, and do so through their account-holding bank rather 
than through the NTMA. Disbursement of dormant account funds is controlled by the 
Government, and monitored by an appointed board. In 2003, unclaimed life assurance 
policies were added to the Irish dormant accounts scheme.  

 
6 Office of the Leader of the House of Commons, The Governance of Britain—The Government’s Draft Legislative 

Programme, July 2007  
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3 The proposed legislative framework 
Introduction 

7. Legislation relating to unclaimed assts has been passed in a number of countries, 
including Australia, New Zealand and Canada as well as the Republic of Ireland. The 
United Kingdom is also intending to follow a legislative route, but there are significant 
differences between the Government’s proposed approach and those seen elsewhere. We 
examine three aspects of the proposed legislation—the extent of compulsion, the 
regulatory arrangements and the extinguishing of liabilities. 

The voluntary nature of the proposed scheme 

The rationale 

8. The Government’s most striking departure from the precedents set by other countries’ 
unclaimed asset schemes is the fact that, in the proposed scheme, banks and building 
societies will be able to choose whether or not to participate. In Ireland, Australia, New 
Zealand and Canada, participation by banks and building societies is mandatory. One of 
the key principles underlying the proposed scheme is that “legislation will enable, but not 
compel, banks and building societies to transfer funds held in dormant accounts”.7 The 
then Economic Secretary to the Treasury, Ed Balls MP, confirmed that, while the scheme 
would have “proper protections and proper regulation to make sure that it works”8, if a 
“laggard” bank decided to opt out of the scheme, that institution would suffer no sanction 
of any kind.9 Which? argued that the Government should publish details of the banks 
participating in the scheme, because publication of such details would “enable public 
pressure to be brought to bear on any banks not participating in the scheme”.10 

9. There are some potential benefits to a voluntary scheme. The BSA identified flexibility, 
lower administrative cost, and the ability to adapt to changing circumstances.11 The 
Government also deployed the more prosaic argument that a voluntary scheme would be 
more likely to gain the enthusiastic support of the banks and building societies.12 Some 
parallels can be drawn between the proposed voluntary scheme for retail banks and the 
Balance Foundation scheme, which was set up by the investment banking industry. The 
Balance Foundation was established in order to release unclaimed assets held in client 
money accounts and, as a voluntary scheme, was successful in releasing £8 million from 
unclaimed assets in a short period of time. However, Balance explained that there was a key 
difference between unclaimed assets held in client money accounts by investment banks 
and dormant retail bank accounts: The former is held “in custody” for the client and never 
touches the bank’s balance sheet but, when a retail bank surrenders a dormant account to a 

 
7 A UK Unclaimed Asset Scheme: a consultation, p 6 

8 Q 257 

9 Q 267 

10 Ev 111 

11 Q 165 

12 Q 257 
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Central Reclaim Fund, the asset (and related liability) are removed from the bank’s balance 
sheet.13 In the case of the retail bank therefore, the incentive to participate is weaker than in 
the case of the investment bank. 

10. The Government’s consultation paper stresses that “banks and building societies have 
committed to work with the Government to design, and participate in, the UK scheme”.14 
The Economic Secretary highlighted the fact that the BBA Chief Executive and BSA 
Director-General had both signed the consultation document, indicating their approval of 
the scheme.15 The industry representative bodies are clearly committed to the scheme, but 
it is the individual banks and building societies that will need to be engaged if the scheme is 
to work. However, the BBA thought it was “going to be enormously difficult for anybody 
to duck out of this”.16 The Economic Secretary admitted that the “proof of the pudding of 
[participation in the scheme] will have to be in the eating”, but he was confident that the 
banks and building societies were keen to make the scheme work.17  

The case for a compulsory scheme 

11. During our visit to Dublin, we learned how institutions were obliged to participate in 
the Irish scheme, and, equally importantly, to do so in the same way. With a definition of 
dormancy written into statute, banks had no ‘wiggle room’ in identifying dormant 
accounts and, although some banks may have had to invest in costly data systems as a 
result, the consistency of the scheme’s application was a significant advantage. Mr Patrick 
Storey of Grant Thornton, who were appointed Inspectors of the Irish Dormant Accounts 
Act, was concerned by the voluntary nature of the scheme in the UK, fearing that it would 
not create the level playing field that existed under the Irish scheme: 

There are some distinct disadvantages of having a very rigid structure such as the 
Irish model, but at least the institutions know where they stand. The concerns I 
would have is that whilst most institutions would be very noble and I am sure enter 
into the spirit of this there may be others that will give it lip service.18 

Mr Peter Graham considered that participation would indicate “good co-operative 
citizenship” but, beyond that, “cynically one finds it hard to understand why there is a 
benefit”.19 Mr Storey suggested that participation would “be inconsistent with the 
objectives of the institution to maximise shareholder/policyholder wealth”.20 Sir Ronald 
Cohen of the CUA described unclaimed assets as a “headache” for the banks, rather 
than an “opportunity”.21  

 
13 Q 41 

14 A UK Unclaimed Asset Scheme: a consultation, p 6 

15 Q 257 

16 Q 202 

17 Q 264 

18 Q 16 

19 Q 36 

20 Q 37 

21 Q 212 
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Conclusions 

12. The Unclaimed Asset Scheme will cost banks time and money to administer, without 
benefiting them financially. The prospect looms of some banks and building societies 
choosing not to participate, particularly if the banking sector sees a downturn in 
profitability and also once the current spotlight on unclaimed assets has faded. If that were 
to occur, there is a possibility that such behaviour would be emulated by the rest of the 
market, which could result in the scheme’s abandonment. There is no international 
precedent for a dormant accounts framework that has been run on a voluntary basis. For 
financial institutions to participate fully and effectively in the proposed scheme, there need 
to be significant incentives for them to do so. Notwithstanding the assurances of the BBA 
and BSA, we are concerned that, whilst the BBA and BSA have pledged their commitment 
to the scheme, individual banks and building societies may find it in their interests to opt 
out. 

13. We welcome the Government’s commitment to legislate to facilitate the use of 
unclaimed assets for the public good. However, we are unconvinced that the 
Government is correct to pursue a voluntary approach. A compulsory scheme has the 
overwhelming advantage of guaranteeing fairness and consistency between 
institutions. We urge the Government to reconsider the voluntary basis of its 
proposals. If the Government is still minded to continue with a voluntary scheme, we 
recommend that the forthcoming legislation be prepared so as to include reserve 
powers for Ministers to establish a compulsory scheme at a later date without recourse 
to further primary legislation, should a voluntary scheme prove unsuccessful. If a 
voluntary scheme is established, we recommend that the Government put in place 
arrangements to ensure information about institutions that are, and are not, 
participating in the scheme is publicly available. 

Regulation of the scheme 

Overview of proposed regulation 

14. The Government does not propose that a single regulatory body would oversee all 
aspects of the Unclaimed Asset Scheme. It is proposed that the Banking Code would be 
amended to provide safeguards for the banks’ ongoing relationships with their dormant 
customers. The Banking Code would cover only the interface between the financial 
institutions and the customer. Participation in the scheme itself and spending money 
identifying dormant accounts falls outside the scope of the Banking Code.22 The Central 
Reclaim Fund would be an independent body regulated by the Financial Services Authority 
and transfers from financial institutions to the Central Reclaim Fund would be audited by 
external auditors.  

 
22 Q 197 
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Regulating the interface between customers and financial institutions 

15. The Banking Code is sponsored by the BBA, the BSA and APACS (the UK payments 
association). It is a voluntary code which sets standards of good banking practice for banks 
and building societies to follow when they are dealing with their customers. The Banking 
Code Standards Board monitors compliance with, and enforces, the Banking Code and 
ensures signatories provide a “fair deal to their personal and small business customers”.23 
The Banking Code is a form of self-regulation adopted by the banking industry with no 
involvement from government or the Financial Services Authority (FSA). 

16. Witnesses pointed out that in other financial fields, including the work undertaken by 
the Takeover Panel, self-regulation has proven to be a success24. Specifically in relation to 
unclaimed assets, however, the CUA argued that: 

you have to have something with teeth that is the regulator. It is fine to go for self-
regulation if we do not want to go for legislation, but the regulator has to be in a 
position to enforce what he or she feels to be appropriate.25 

The CUA went on to say that there was an “onus on the industry to demonstrate a 
willingness to impose self-regulation that will create the level playing field … and 
avoiding the scenario where there are one or two institutions who appear to be making 
much less effort to identify the accounts in the first place”.26 The BBA was confident that 
such a level playing field would be established under the Government’s proposals:  

How do we bring about the uniformity? The first is that, of course, there will be a 
statutory framework that goes around this scheme, second, we need to agree how it 
works, third, we have the Banking Code in which both the principles and, indeed, the 
detailed guidance and information to the institutions is contained within the 
Banking Code, the information on the detail goes into the Banking Code, and the 
subscribers to the Banking Code are the banks and, indeed, the building society.27 

Nevertheless, the BSA admitted that “every single institution will not act exactly the 
same in relation to this scheme”.28 

17. The Government’s proposed Unclaimed Asset Scheme contains aspects that could give 
rise to consumer concern. Funds held in dormant accounts are being surrendered by the 
banks to the Central Reclaim Fund, before being distributed to good causes. Consumers 
will seek reassurance that they will always have a right to reclaim the money held in their 
account, and that they will suffer no inconvenience when they come do so as a result of this 
scheme. The Government’s consultation paper explains what changes to the Banking Code 

 
23 BCSB website, www.bankingcode.org.uk 

24 Q 224 

25 Q 206 

26 Q 222 

27 Q 175 

28 Q 176 
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(and the similar Business Banking Code) would be required to ensure customers are not 
disadvantaged by the introduction of the proposed Unclaimed Asset Scheme: 

The Code should include a specific commitment in respect of the bank and building 
society sector, as agents of the central reclaim fund … [which] will confirm that 
customers (or their estates) continue to have a legal right to repayment of their 
money by the fund. The BBA and BSA have also proposed that the Code provisions 
relating to dormant accounts be expanded to reflect key aspects of the scheme and 
that the ten core pledges under which the [existing] bank and building society 
schemes operate are built into the Code guidance.29 

18. The BBA’s preferred approach in dealing with dormant accounts transferred to the 
Central Reclaim Fund is for the customer interface to continue to be provided by banks 
and building societies, both directly and also through the industry central tracing schemes. 
This customer interface would be governed by the Banking Code, with oversight provided 
by the Banking Code Standards Board and, in the case of dispute, a right of redress 
provided through the Financial Ombudsman Service.30 The BSA assured us that “the 
Banking Code Standards Board has got a very good record of ensuring compliance with 
the existing Banking Code, and we think they will do a good job in relation to this new 
responsibility that they are taking on.”31 The Banking Code is currently undergoing a 
triennial review, which is due to conclude in March 2008, before the Unclaimed Asset 
Scheme comes into existence. 

19. We welcome the Government’s commitment to grant customers a legal right to 
their account funds in perpetuity. We also support proposals to maintain the customer 
interface with the customer’s own bank or building society, rather than with the 
proposed Central Reclaim Fund, and we expect the scheme to be designed to ensure 
that customers will not face any additional inconvenience as a result of the scheme if 
they try to reactivate a dormant account. We are unconvinced that the Banking Code 
Standards Board has the proven track record of protecting the interests of consumers 
and sufficient independent authority to enable it to take the proportionate but firm 
action that might be necessary to regulate the scheme. If the Government is minded to 
leave regulation in the remit of the Banking Code Standards Board, we recommend 
that the legislation includes power for regulatory responsibility to be given to a 
statutory regulator in the future without the need for further primary legislation. 
Finally, we recommend that, in its response to this Report, the Government clarify the 
circumstances in which disputes relating to the scheme could be considered by the 
Financial Ombudsman Service. 

 
29 A UK Unclaimed Asset Scheme: a consultation, paras 3.19 and 3.20 

30 Ev 91 

31 Q 175 
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Regulation of the Central Reclaim Fund 

20. The proposed Central Reclaim Fund is to be independent of Government and industry. 
It will be registered with, and regulated by, the Financial Services Authority (FSA). Part of 
the FSA’s responsibility will be ensuring that the Central Reclaim Fund is prudent in 
assessing the proportion of funds held back from disbursement in order to cover reclaim 
risk. The Economic Secretary also explained that the FSA will oversee the relations between 
the Central Reclaim Fund and its individual agents, the banks themselves.32 FSA 
authorisation would bring the reclaim fund under the coverage of the Financial Services 
Compensation Scheme (FSCS), which is the compensation fund of last resort. We 
welcome the Government’s proposal that the Central Reclaim Fund will be regulated by 
the Financial Services Authority. 

Audit 

21. The Government is proposing that financial institutions will each sign an agency 
agreement with the Central Reclaim Fund. Under this agreement, the banks would manage 
the customer relationship, maintain customer records and manage the transfer and reclaim 
of money between customers and the Central Reclaim Fund. The precise terms of the 
agency agreement will be a matter for negotiation between institutions and the Central 
Reclaim Fund.33 There is a need to monitor the processes followed in the identification of 
dormant accounts, transfer of monies to the Central Reclaim Fund and sums being 
reclaimed by the banks on behalf of reawakened customers. The Government proposes 
that the “calculation of the value of assets in dormant accounts and the transfer of those 
assets to the Central Reclaim Fund will be made at least annually and be subject to 
independent audit; this will also be a condition of the agency agreement”.34 The BBA and 
BSA both acknowledged that transfers made by banks and building societies ought to be 
subject to third-party audit certification.35 

22. The Government proposes that the revised Banking Code would require financial 
institutions to publish their policies on how they intend to participate in the scheme.36 The 
Commission on Unclaimed Assets argued that the banks should be obliged to publish 
details of their involvement in the scheme, suggesting that “amounts reunited with 
consumers and amounts transferred to the Central Reclaim Fund should be provided 
annually by each financial institution, and should be made publicly available”.37 The 
Economic Secretary agreed that it would indeed be helpful to the transparency of the 
scheme to publish the volumes of funds from individual institutions that flow into the 
Central Reclaim Fund.38 He also agreed that, in principle, it would be beneficial if the 
published accounts of the banks contained a note detailing not just the flow of funds to and 

 
32 Q 259 

33 A UK Unclaimed Asset Scheme: a consultation, para 3.8 

34 A UK Unclaimed Asset Scheme: a consultation, para 3.10 

35 Ev 91 and Q 199 

36 A UK Unclaimed Asset Scheme: a consultation, para 4.8 

37 Ev 103 

38 Qq 263, 265 
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from the Central Reclaim Fund each year, but also the stock of dormant accounts held on 
the institution’s balance sheet. He warned, however, that some banks would find it 
extremely difficult, if not impossible, to calculate the stock of dormant accounts on their 
books.39 

23. We are not convinced that a voluntary scheme can work but, if it can work at all, it 
will only be through having a regime which is highly transparent. It is important that 
those institutions claiming to participate do so in a way that can be verified. 
Participating institutions should be subject to an annual certification of their 
involvement, signed by a nominated senior employee. Transfers of monies from the 
banks to the Central Reclaim Fund, and reclaims going the other way, must be audited 
by external auditors. The auditors’ duties should include checking that all dormant 
accounts are being transferred and, where an institution claims an account is active 
despite an absence of transactions, the auditor should check that appropriate evidence 
is being retained. There should be credible sanctions for those institutions where the 
auditors discover a breach of their agency agreement with the Central Reclaim Fund. 
We also urge the Treasury to work with the banking industry in examining the 
prospects for publishing the stock and flows of dormant accounts as a note to the 
annual published accounts of the banks and building societies.  

Extinguishing liabilities from institutions’ balance sheets 

24. If banks and building societies are to be asked to surrender the funds held in their 
dormant accounts, it is right that they should also be absolved from any financial liability 
to repay those funds if a customer comes forward to reclaim their account at a later date. 
The Government proposes that a new Central Reclaim Fund will collect funds held in 
dormant accounts and bear the reclaim risk associated with those funds. Under 
International Accounting Standard (IAS) 39, “An entity shall remove a financial liability 
(or a part of a financial liability) from its balance sheet when, and only when, it is 
extinguished—i.e. when the obligation specified in the contract is discharged or cancelled 
or expires.”40 Listed banks (and other institutions using IAS 39) therefore need a statutory 
discharge from the Central Reclaim Fund if they are to remove unclaimed account monies 
from their balance sheet as proposed. The Government’s consultation paper explains that 
in order for a bank to obtain a statutory discharge from its financial obligations, the 
Central Reclaim Fund must consent to the transfer, and the bank or building society must 
undertake to hold all records relating to an account until the customer has been repaid.41 In 
the 2006 Pre-Budget Report, the Government announced it would legislate to establish the 
statutory underpinnings necessary for this to happen.42 The BSA made clear the 
importance of this issue, saying that “If that legislation does not work, then this [unclaimed 
assets] scheme cannot work”.43 The establishment of a statutory framework that enables 

 
39 Qq 314, 315 

40 International Accounting Standards Board website, www.iasb.org 

41 A UK Unclaimed Asset Scheme: a consultation, para 3.8 

42 2006 Pre-Budget Report, December 2006, para 5.88 

43 Q 178 
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financial institutions to extinguish their dormant account liabilities is of vital 
importance to the viability of the whole Unclaimed Asset Scheme. We note the 
Government’s co-operation with banks and building societies in examining this issue in 
detail, and welcome the Government’s commitment to bring forward legislation to 
resolve this issue. 
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4 Defining and identifying dormant 
accounts 
The definition of dormancy 

25. A dormant account is an account which has seen no activity for a sustained period of 
time. There are two possible reasons why this might occur: first, the account-holder might 
have forgotten about their account or died; second, the account-holder might be fully 
aware of the account but is choosing to leave it alone.44 From the customer’s perspective 
this distinction is trivial—the proposed scheme states they will always have the right to 
reclaim their account. But from the point of view of the banks and building societies, and 
the Central Reclaim Fund, it is important to minimise the number of accounts that are 
designated “dormant”, transferred to the Central Reclaim Fund and then returned to the 
customer at a later stage upon reactivation. Each time a “dormant” account is reactivated, 
costs will be incurred by the bank and the Central Reclaim Fund, and the Central Reclaim 
Fund’s forecasting becomes more uncertain, which could ultimately lead to a reduced level 
of funding for good causes.  

A fifteen-year term 

26. The Government has proposed to define dormant accounts included in the scheme as 
those current and deposit accounts where there has been no customer-initiated activity for 
at least 15 years.45 The BBA approves of this definition, arguing that “the starting point for 
protecting the customer’s interests is the establishment of a definition that results in 
monies being transferred only in circumstances where experience shows account monies 
are likely to be genuinely lost. Reclaim experience in the UK shows the need for a 
definition based on 15 years.”46 After 15 years of dormancy, they argue:  

it can be concluded with reasonable certainty that we have passed an 80/20 threshold 
in terms of the ratio of lost monies to monies expected to be reclaimed. As you move 
down the maturity scale, you rapidly reach the point at which transfers from the 
balance sheet would be accompanied by a shift in the lost/reclaim ratio towards 
50/50% and beyond. We would not consider the setting of a shorter maturity period 
to be compatible with the objective of releasing genuinely lost monies. Nor would it 
result in an increase in the monies that could be made available for community 
causes since the amount that would need to be held in reserve for future reclaim 
would correspondingly increase.47  

The BSA regarded 15 years as a sensible proposal, in that any shorter period would 
increase the risk of accounts being included in the scheme that were not lost or 

 
44 This latter possibility might be explained by a parent or grandparent putting aside a ‘nest egg’ for a new child to 

receive on their eighteenth birthday, for example. 

45 A UK Unclaimed Asset Scheme: a consultation, para 4.4 

46 Ev 88 

47 Ev 91 
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unclaimed, and their view was supported by both the Commission on Unclaimed Assets 
and Grant Thornton. 48 Charity Bank’s position was that, although “15 years may be too 
long a period for an asset to lie dormant, we recognise that a shorter period would add 
considerably to the quantum of assets and could have a short term destabilising impact 
upon the financial institutions. We are therefore content to accept the definition on 
practical and pragmatic grounds.”49  

27. However, the Balance Foundation cast doubt on the need for such a long period of 
dormancy to be used, noting that the banks’ own internal processes treat an account as 
dormant well before the 15 year point: 

So looking at [the banks’] own practices to date my understanding is that that period 
can be around the six-year mark. Therefore the proposal, as I understand it, to use a 
15 year mark seems to me a long way out ...50  

The BSA itself regards accounts as “lost” after just three years for its own purposes: 

If you have a personal savings or current account and there have been no 
transactions (withdrawals or deposits) on it – other than those initiated by the 
building society (such as interest and charges) – for a set period (usually three years) 
and the building society has not heard from you during that time … your account 
may be considered “lost”.51  

Mr Keith Hollander, Managing Director of the Unclaimed Assets Register, cited a survey 
carried out by Experian in August 2006, which indicated that, “on average, the public felt 
9.5 years was a sufficient period of dormancy,”52 and Mr Martyn Jones MP claimed that 
“the present proposals for 15 year ‘cut-off’ point are excessive, and allow banks to continue 
to hold onto vast amounts of dormant money, that could be otherwise used for charitable 
purposes”.53 Table 1 shows dormancy periods in various schemes abroad. 

 
48 Ev 80, 102; Q 4 

49 Ev 94 

50 Q 46 

51 BSA leaflet, Lost Savings? How Building Societies help find your lost savings, September 2006, para 1, 
www.bsa.org.uk 

52 Ev 49 
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Table 1: Dormancy periods of selected unclaimed assets schemes 

Country or US State Definition 

Nevada 3 years 

California 3 years 

Texas 5 years 

Ohio 5 years 

New York 5 years 

New Zealand 6 years 

Australia 7 years 

Switzerland 10 years 

Ireland 15 years 

UK 15 years 

              Source: Ev 111 

28. When the Economic Secretary was asked why the 15 year definition was chosen he 
answered: 

Fifteen years is one of the similarities with the Irish. The Irish have gone for 15 years 
as well, and we have a challenge here because we have to show to the public that our 
first priority is to make sure that wherever possible people are reunited with their 
own assets. If we were giving the impression that it was a much shorter time period, 
people might doubt that that is our intention … in order to have some stability in the 
Reclaim Fund and in the flow of resources from the Reclaim Fund into spending, if 
you have a considerably shorter period of time than 15 years, then I think it would be 
much harder to manage because at any point in time there would be money moving 
into the Reclaim Fund and then out again back to consumers at a much more rapid 
rate, and I think that would make it much harder to manage the liabilities for the 
Reclaim Fund, and much harder to plan the spending consequences. We did look at 
the Irish experience, and we judged that 15 years seemed a sensible time.54  

Although the Irish scheme does have a 15-year dormancy period, it is also defined very 
strictly on customer-initiated transactions, whereas the UK scheme will be taking into 
account all kinds of customer contact. We suggested to the Economic Secretary that 
perhaps banks could be confident that an account could be classified as dormant after, say, 
10 years instead. The Economic Secretary’s response to this suggestion appeared to show 
some room for debate: 

This is part of the consultation. It is something which can be discussed as the 
legislation is before Parliament … I do not feel, from the responses we have had from 
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the private, or, actually, from the wider, consumer responses that people think that 
15 years is an overly-long period of time. 

29. In setting the dormancy period, a balance needs to be struck between minimising 
reclaims from the Central Reclaim Fund, and maximising the funds for disbursement 
to good causes. The choice of 15 years as the dormancy period is higher than in most 
other jurisdictions that have set up unclaimed asset schemes. In drawing a parallel with 
the Irish scheme (which also uses a 15 year definition), the Economic Secretary used an 
incomplete comparator, because the Irish scheme has a very narrow view of customer 
activity. In contrast, the UK scheme is set to allow financial institutions not to pass to 
the Central Reclaim Fund those accounts on which, although no transaction has 
occurred, the bank has evidence of other customer activity. It is unlikely that a 
significant number of customers would renew contact with their bank between the 
tenth and fifteenth anniversary of inactivity. We therefore recommend that the 
Government reduce the proposed dormancy period from 15 to 10 years. 

What constitutes customer activity? 

30. On our visit to Ireland, it was explained to us how the definition of dormancy in that 
country was based on “customer-initiated transactions”, rather than “customer activity”. 
The Irish scheme views an account as dormant even if the account-holder has made a 
telephone query, spoken to a member of branch staff, ordered a cheque book, or (in the 
case of a building society) voted at an AGM. Arguably, all these actions would prove that 
an account was active, rather than dormant. The UK proposals have adopted a different 
approach, which permits banks and building societies to consider any form of customer 
communication, so long as evidence of that communication is retained.55 The BBA argued 
that, if the UK scheme treated dormancy solely as a transaction issue, then some accounts 
would be incorrectly treated as dormant when the financial institution knew the account-
holder was active.56 Instead, the BBA argued, financial institutions “should be permitted to 
take into account other forms of customer activity in determining whether an account is 
truly dormant, and examples of that [are] correspondence, telephone calls, e-mails and, of 
course, as far as the building societies are concerned, voting at an AGM. We can come up 
with a list.” 57 

31. The approach taken in Ireland maximises the funds remitted from the financial 
institutions for disbursement, but is likely to lead to the transfer of some accounts of which 
customers are fully aware. Grant Thornton explained to us some of the difficulties 
associated with identifying “rainy day accounts” in the Irish scheme, where customers may 
intentionally leave an account untouched, perhaps in order to put aside funds for a child so 
that they can go to university. 58 However, Grant Thornton also pointed to the advantage of 
the Irish approach compared with the Government’s proposals: 

 
55 A UK Unclaimed Asset Scheme: a consultation, para 4.7 
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Will the legislation need to be inflexible? If the rules or requirements are flexible, you 
must expect flexible application of those rules. The one merit of the Irish system was 
its objectivity and it did create a common playing field, an even playing field, and 
everybody was playing by the same set of rules.59  

The Commission on Unclaimed Assets were also concerned at the proposed discretion 
afforded to financial institutions in choosing what customer-initiated activity formed the 
basis of the definition of dormancy in that institution: “This runs the risk of dormancy 
becoming too narrowly defined and missing genuinely dormant funds. There is also a 
danger that the framework would no longer be perceived as fair between financial 
institutions.”60 Which? expressed concern at the possibility that banks might use the 
proposal to permit customer communication as evidence of non-dormancy to avoid 
transferring assets to the scheme. They suggested that a possible resolution to this challenge 
would be for the Government provide further detail as to what ‘other activity’ it believes 
could then be used as an indication that an account is not dormant. Banks could be 
required to publish details of their definitions of ‘other activity’ and to retain evidence in 
those cases where they are excluding accounts from the scheme for these reasons.61  

32. The Government’s proposals for defining dormant accounts have some merit. It is 
appropriate that financial institutions should be permitted to consider various forms of 
communication with their customers as evidence of activity, rather than relying merely 
on account transactions. If the scheme were to focus on transactions alone, this would 
inevitably lead to significant numbers of accounts being transferred inappropriately. 
However, certain safeguards must be in place to ensure that financial institutions are 
not granted ‘carte blanche’ in identifying dormant accounts, in order to prevent the 
withholding of genuine dormant funds from disbursement to good causes. We 
recommend that the Government: 

• publish a precise list of transaction types that it considers to be “customer-initiated” 
for the purposes of the scheme; 

• publish a list of other forms of communication that it considers to be evidence of 
non-dormancy; 

• require institutions withholding accounts from the Central Reclaim Fund for non-
dormancy on the basis of non-transaction activities to retain evidence of such 
activities and make them available for external audit. 

Scale of unclaimed assets available for use 

33. On our visit to Dublin, we heard that in 1997, prior to the Irish dormant accounts 
scheme commencing, it was estimated that there were funds with an approximate value of 
€3 million held in dormant accounts. During the first year of operation of the scheme— 
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2003—€196 million was remitted to the Irish Dormant Accounts Fund.62 The discrepancy 
between the forecast and the actual amounts remitted in Ireland indicates just how difficult 
it can be to accurately predict the likely magnitude of funds that might be available. 

34. The BBA estimated that banks held £250 million to £350 million in dormant accounts, 
and insisted that this estimate was more robust than the Irish estimates had proved to be. 
The BBA’s Chief Executive, Angela Knight CBE, explained how the BBA had arrived at 
that range of estimates and why she was confident that they were realistic: “we have been 
back and checked with our member[s] now two or three times, so we have got some real 
substance for the figures that we have presented to you”.63 The BSA’s estimate of unclaimed 
assets held in building society accounts was previously £50 million to £70 million, but, at 
the evidence session on Tuesday 5 June, the BSA revised that estimate upwards to £150 
million, as a result of one or two societies having looked more carefully at their records.64  

35. The estimates from the BBA and BSA represent the stock of unclaimed moneys that 
they believe are currently held in bank and building society accounts, using the “no 
customer activity” definition. The estimates do not account for the likely impact of the 
proposed reunification exercise, which is due to occur for 12 months preceding the first 
transfers to the Central Reclaim Fund.65 In Ireland, approximately 40% of dormant 
accounts were reunited in a similar exercise. The BBA was unable to give a detailed 
indication of the proportion of its estimate which was likely to be reclaimed before the first 
transfer, although it thought it would be “a lower proportion than you saw in Ireland”,66 
reflecting “the high level of reunification that has already taken place [in the UK]”.67 The 
Chairman of the BSA, Mr Iain Cornish, estimated that 40% to 50% of dormant funds held 
by the Yorkshire Building Society would be “fairly straightforwardly” reunited with their 
account-holders.68  

36. In the light of our visit to Ireland, the UK estimates of available funds seemed 
somewhat low. When we asked the CUA whether it thought that the banks were 
downplaying the amount of money held in dormant accounts, we were told: 

[The banks] are very anxious, as I gathered from my discussions with them, that 
figures should not be floating around that are a multiple of what is likely to emerge 
because the focus then would be on whether they have done a proper job of 
identifying and so on. So I think for that reason they are being conservative … My 
own feeling is that we will be pleasantly surprised when we know the numbers.69  
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The Unclaimed Asset Scheme will not just release funds in the first year, but will also 
identify and release funds on an ongoing basis, as subsequent accounts exceed the 
dormancy period. In Ireland, the annual flow of funds was equal to 15% of the original 
stock. The BBA confirmed that the annual flow in subsequent years would be “a figure in 
the tens of million of pounds”.70 We were encouraged by the suggestion that the banks 
are being conservative in their estimates. Based on the Irish experience, we consider 
that it is more likely that the current estimates of the scale of funds in dormant 
accounts will prove to be an underestimate than an overestimate, although the actual 
scale of funds transferred to the Central Reclaim Fund depends critically upon the 
success of efforts to reunite funds in dormant accounts with their rightful owners. This 
uncertainty is amplified by the proposed voluntary nature of the scheme, as we cannot 
say how many financial institutions will participate, nor how full and complete that 
participation will be. 
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5  Scope of the scheme 
National Savings & Investments 

37. According to the Economic Secretary, National Savings & Investments (NS&I) holds 
“£436 million of unclaimed assets, using the same definition as the banks and the building 
societies; £974 million, if you also include Savings Certificates, and then £993 million 
including unclaimed Premium Bond prizes”.71 As the BSA noted, “this dwarfs the amount 
the BSA estimates to be unclaimed in building society lost accounts.”72 The Government 
proposes that these funds held by the N&SI will not be included in the Unclaimed Asset 
Scheme.73 

38. The BSA made clear that they considered that NS&I funds ought to be part of the 
Unclaimed Asset Scheme, partly in order to have a level playing field amongst financial 
institutions, but also because NS&I would be under much greater incentive to reunite their 
customers with dormant accounts if they faced the same scheme that other institutions 
were facing: “It will be advantageous for National Savings customers for National Savings 
to be part of the scheme”.74 The BBA gave cautious support to the BSA’s view, but thought 
that some “definitional issues” might arise if NS&I were included.75 Mr Hayday from 
Charity Bank considered that, if the Unclaimed Asset Scheme were to be introduced to the 
financial services sector, then it ought to be applied in that sector as widely as possible, and 
include NS&I.76 

39. The Economic Secretary explained the rationale for the Treasury’s position: 

If we were to repay or to transfer all unclaimed National Savings products that would 
not be money which is sitting in an account, that would be a direct increase in the 
national debt. So the judgment for us is: do we think it would be right for the 
taxpayer, for public spending, to transfer that amount of public spending of 
taxpayers’ money into the Reclaim Fund? The judgment we made is that, actually, it 
plays a more important role in reducing the national debt, which is not to say that 
there is not an important obligation on National Savings to reunite – and I can say 
something about that if you would like. However, this is not money which sits in an 
account in National Savings; National Savings exist in order to service national debt, 
and that is what they do. 

NS&I unclaimed assets benefit the nation as a whole, but the stated focus of the unclaimed 
assets disbursement programme is “on youth services that are responsive to the needs of 
young people and on financial capability and inclusion”.77 This focus is very different from 
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the general benefit derived from reducing the national debt, so a choice has to be made. 
The Treasury’s view is that that NS&I unclaimed assets would be best deployed in reducing 
the national debt. The Economic Secretary explained that funding national debt “is an 
important purpose. I am sure you will accept that an increase in the national debt is not 
desirable, in its own terms. Lending to the Government and reducing national debt is a 
public good.”78 He went on to say that “if we were to pass unclaimed assets from National 
Savings into the Reclaim Fund that would be a direct increase in public spending and the 
national debt of half a billion pounds. If that is what you are proposing, I understand the 
proposal, but I would not agree with it.”79 

40. We are unconvinced by the suggestion, implicit in the Economic Secretary’s evidence 
to us, that funds held by the NS&I merit separate treatment because they are “taxpayers’ 
money”. Those funds are not taxpayers’ money any more, or less, than a dormant account 
held in a bank belongs to that bank’s shareholders. Conceptually, there is little difference 
between how NS&I and other financial institutions use unclaimed assets on their books. 
Those held by NS&I fund the national debt for the benefit of the taxpayer; those held by 
commercial enterprises fund the corporate debt of the bank (or building society) for the 
benefit of the shareholder (or member). The Government is effectively requiring the banks 
and building societies to surrender assets which do not belong to it, but is refusing to 
surrender the same assets that it is holding on behalf of dormant customers We find the 
intellectual argument for the exclusion of NS&I from the scheme to be weak, if it exists at 
all. The Government has proposed worthy causes to which unclaimed asset funds should 
be disbursed. These causes have been chosen to address very specific problems, such as 
youth and financial capability. Having set the principles for disbursement, the Government 
has then decided that its dormant funds are better spent on other types of expenditure, by 
funding the national debt. If the Government considers that specific use for identified 
good causes is the best use for the dormant accounts held by others, the Government 
should apply the same principle to accounts held by NS&I. On the grounds of equity 
between financial institutions, we recommend that NS&I be brought into the scope of 
the Unclaimed Asset Scheme. If that scheme is to be voluntary, we recommend that the 
Government volunteer NS&I’s participation. 

Insurance 

41. The Government’s proposals for unclaimed assets currently include only bank 
accounts and building society accounts. In Ireland, the original scope of the scheme 
included bank and building society accounts, as well as post office savings. Subsequently, 
life assurance policies were incorporated too: open-ended policies were defined as dormant 
after 15 years, and fixed-term policies were defined as 5 years after the policy expiration 
date. The Association of British Insurers (ABI) pointed out that the scale of unclaimed 
insurance assets could not be quantified until the definition of such assets was clarified:  

This is not an easy task in relation to products that are long-term in nature and not 
subject to the regular activity normally associated with bank accounts. Experience 
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from other countries suggests that the sums raised are generally considerably lower 
than early estimates.80 

The ABI’s statement that actual sums released were lower than forecast is certainly true of 
Ireland. On our visit there we were told that estimates of the funds to be released amounted 
to €60 million, but the actual amount transferred proved to be a third of that amount, 
largely because of the success of attempts to get customers to reactivate their policies. The 
ABI told us that they were working to provide a better estimate of the potential scale in the 
UK, but the task was complicated by the fact that fund values varied with investment 
returns. Furthermore, many insurance products had no fixed point at which a claim for 
payment had to be made.81  

42. Several witnesses thought that other classes of unclaimed assets should be considered 
for inclusion in the UK scheme, with the most popular being insurance. The Unclaimed 
Assets Charity Coalition was disappointed that the only sort of unclaimed asset being 
considered was dormant bank accounts, encouraging the Government to sees its work on 
dormant bank accounts as the start, and only the start, of wider work to reunite owners 
with the full range of their unclaimed assets.82 Balance stated that it had undertaken 
research relating to the cash balances held by insurance companies representing unclaimed 
proceeds from matured policies of insurance and had found that, without a legislative 
solution that forced insurance firms to participate, “it was unlikely that the industry would 
take voluntary action”.83 From its work with the sector, Balance believed that there were 
substantial assets in this area which could potentially be categorised as unclaimed.84 

43. The ABI did not express a definite view on whether or not insurance ought to be 
included in the scheme, instead promising that the insurance industry “will take a 
pragmatic approach to any proposals, taking into account the interests of its customers”.85 
The Association of Mutual Insurers, however, warned that any removal of unclaimed 
policies from its members would be harmful to the sector, would disadvantage customers 
and provide little, if any, windfall gain for disbursement to worthy causes.86 The 
Investment and Life Assurance Group (ILAG) argued that, in general, the insurance sector 
was already very pro-active in its attempts to identify dormant policyholders, with many 
using the Unclaimed Assets Register.87 A further reason why it was felt that insurance 
ought not to be included in the scheme was that, in most cases, contact between insurer 
and policyholder during the lifetime of the policy would have been minimal. In other 
words, it would be more likely that an apparently dormant insurance policy was actually in 
use than an apparently dormant bank account.88 Life assurance is one particular product 
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that has been included in unclaimed asset schemes in various other jurisdictions. 
Insufficient work has been conducted on the feasibility of including assets other than 
bank and building society accounts in the UK’s proposed scheme to be able to 
recommend their inclusion. However, the eventual expansion of the scheme to 
incorporate other asset classes is fertile ground for discussion. To this end, we 
recommend that the Government consult with the insurance industry about the 
possibility of its involvement in the scheme at some stage in the future. 
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6 Reunifying customers with dormant 
accounts 
The proposed reunification scheme 
 
44. The Government is proposing a reunification exercise in the 12 months preceding the 
introduction of the Unclaimed Asset Scheme: 

 
The intention is that both the BBA and BSA schemes, and the banks’ and building 
societies’ own activities, will be actively promoted in the 12 months leading up to the 
introduction of the Unclaimed Assets Scheme. This will include the issue of quarterly 
press releases over a twelve month period to national and regional newspapers, 
lifestyle and consumer magazines and websites. The aim will be to raise awareness of 
the Unclaimed Assets Schemes and encourage pre-scheme reunification.89  

 
The BBA explained how the reunification exercise would reactivate as many accounts as 
possible, reunite owners and their assets, and, as a result, minimise reclaims subsequent to 
the transfer to the Central Reclaim Fund, enabling that Fund to take a clearer view of the 
funds required to cover reclaim risk. As the BBA explained, banks and building societies 
would be hoping to reach the owners of small dormant accounts through the reunification 
publicity campaign: 

 
Once the greater amount of publicity comes out following the passage of the 
legislation, we are expecting many more people getting in touch and a much bigger 
ability to try and get people back together with their money.90 

 
The BBA would not forecast the proportion of funds that were likely to be reunited before 
the scheme was introduced, but they said it would be much lower than the 40% that 
occurred in the Irish scheme.91 Mr Cornish, speaking on behalf of the Yorkshire Building 
Society thought that 40% to 50% might be “fairly straightforwardly” reunited.92 
 
The timing of institutions’ own activities 
 
45. In addition to the BBA and BSA activity, we were told that that individual banks were 
also planning to undertake proactive searches prior to the Unclaimed Asset Scheme, in 
addition to their usual activity.93 However, the Skipton Building Society told us that it was 
already doing all that it could to trace dormant account-holders, including using third-
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party agents.94 Although it would continue to try to find their lost customers in the run up 
to the scheme, it was not planning any new initiatives in the months preceding the 
Unclaimed Asset Scheme.95 

46. In February 2007, HBOS launched its own series of activities to try and reunite 
customers with their dormant accounts, including mailings to dormant account customers, 
national and regional newspaper advertising, claim forms in all Halifax and Bank of 
Scotland branches, a dedicated website, and employing third-party search agents.96 We 
asked the BBA and the BSA why only HBOS had started reunification work and why other 
institutions had not followed its lead. The BSA said that building societies were doing extra 
work, but that HBOS was the only institution which had announced what it was doing.97 
The BBA however, confirmed that HBOS was the only institution that had started to act, at 
least amongst the banks. Other banks would be starting their reunification schemes once 
“when we know when the legislation is going to be passed”.98 The BSA said that building 
societies were both proactive and reactive in tracing customers; the intensity of efforts 
depended on the size of the account in question and the period for which it had been 
dormant.99 

Advertising and press releases 

47. The Government’s proposals for the reunification scheme “include the issue of 
quarterly press releases over a twelve month period to national and regional newspapers, 
lifestyle and consumer magazines and websites”, but do not include any mention of 
advertising. The CUA argued that money needed to be spent on actual advertising, rather 
than leaving the scheme to the press to publicise:100 

I think our concern would be that [just issuing press releases is] leaving it to the press 
to find the message … As we have seen, there has been some variation in terms of the 
press response, with some scaremongering and scare stories alongside more sensible 
journalism. If we were to allow for press or radio advertising, both of which are 
reasonably cost-effective, it would mean there was a consistent message.101  

In written evidence, the CUA also thought that the display of posters in branches would 
be a cost effective way to get the message across to consumers.102 
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Letter-writing 

48. The Government, the BBA and the BSA do not propose that letters should be sent to 
the last known address of dormant account holders. Despite this, in January 2007 the BSA 
said, “We will be contacting customers to make sure that they have not lost touch with 
their savings. This will involve us writing to millions of people in a way never done 
before.”103 In oral evidence, the BSA explained that its members would not be writing to 
customers where the building society has already received a response saying, “Not known 
at this address” or, “Gone away”, partly for fraud prevention reasons, but also because 
“writing letters to places where you know people are not does not strike us as the most 
relevant [method of contact]”.104 The BBA denied that giving banks the option not to write 
to their customers was a hole in the scheme: “we do not think it is an omission in the 
legislation, we think it is a commonsense approach to the variety of different ways in which 
all our banks will be trying to re-contact people who had banked with them some time ago 
and from whom they have not heard”.105 

49. The experience of the Balance Foundation was that letter-writing was actually quite 
important: 

These letters can be computer generated… so it is not a very manual exercise, it is 
one that can be achieved through automation, and therefore from my perspective it 
is not burdensome, it is one that could be easily achieved and I think that it is a 
significant event for an individual’s deposit with a bank to be moved to a central 
fund away from the bank and one of which an individual ought to be notified.106  

The Balance Foundation admitted that there was “a very powerful argument” for saying 
that it did not particularly matter whether account holders are informed that their account 
was going to be transferred, because they would be treated in just the same way under the 
new situation as they were before. Yet they suggested that there was the question of trust to 
consider: 

I think that the problem there is not really one of substance, it is one of trust in the 
system, and I think it is very important for banking trust in the system and consumer 
trust in general that those efforts [that is, letter writing] be seen to have been made.107 

The CUA also believed that there were problems associated with making no attempt at 
communication. 

A letter should be sent out [unless there was a] response saying that [the customer] 
had genuinely moved on from that address. One of the reasons for that, as 
experienced in Ireland, was that where, for example, someone has died and their 
family was unaware of a rainy day account put away by that person, the letter 
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arriving actually allowed them to be reunited with that asset. There was no way that 
those people would have arrived without that letter having been sent.108 

50. The Government proposes that a customer whose dormant account has been 
transferred to the Central Reclaim Fund would suffer no additional inconvenience as a 
result of this transfer if they eventually came to reclaim their account. Indeed, they may 
well never know that their account had been transferred. With that in mind, there would 
appear to be little requirement to write to the customer for that customer’s sake. Rather, 
the purpose of letter-writing would be to reunite the maximum number of dormant 
accounts and prevent accounts from being incorrectly treated as “dormant”. Minimising 
such incorrect transfers is in the interests of the financial institutions rather than 
customers. However, as Mr Thomas from the Balance Foundation pointed out, these 
institutions do incur a cost in sending a letter: 

Generally speaking, retail banking, if you stay in credit, is free, and therefore for the 
retail bank to write to a customer is an expense for that bank—a very small expense 
but an expense.109  

Banks and building societies want to be permitted to form their own judgement on 
whether and when to write a letter, weighing up the costs of writing and sending the 
letter, versus the potential costs of administering an inappropriately transferred account, 
and in light of the chance of actually getting any kind of response to the letter. The BSA 
mentioned that building societies would not try as hard to trace accounts with less than 
£10 as they would with an account containing, say, £25,000.110 The CUA proposed 
defining a threshold of £49 above which it would be worthwhile for banks to write a 
letter.111 

Third-party search agents 

51. Certain commercial organisations provide tracing services to financial institutions that 
search publicly available information and try to identify new contact details of dormant 
customers. We received evidence from one of these services, the Unclaimed Asset Register 
(UAR) which was set up by Experian in 2000. The UAR claimed that its electronic tracing 
facility had a 60% to 70% success rate in finding people (perhaps from an out-of-date 
address).112 The BSA said that individual building societies were “upping their effort” to use 
tracing agents in the case of large accounts.113 The CUA argued that there were some 
“reasonably cheap and scaleable solutions” that could be used by the banks and building 
societies in tracing customers. These might not be worthwhile in the cases of the smallest 
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accounts, but the CUA argued that “more active processes can and should be investigated 
by banks and building societies”.114 

Conclusions 

52. We welcome the plans of the banks and building societies for a reunification 
exercise prior to the advent of the Unclaimed Asset Scheme. The decision to use third-
party search agents will necessarily be taken with a view to balancing the cost of these 
activities with the value of the dormant account and the probability of successful 
reunification. We accept that an important component of the efforts towards reuniting 
smaller accounts with their customers should be the proposed publicity scheme but we 
are not convinced that quarterly press releases will generate sufficient awareness of 
dormant accounts. We urge the industry to consider a more comprehensive campaign 
across various forms of media. Financial institutions should also write to their 
customers, notifying them of their dormant account’s impending transfer to the 
Central Reclaim Fund, unless that institution has been advised that the account-holder 
is no longer at that address. We urge all banks and building societies to use every 
opportunity they can to employ these and other techniques in reuniting accounts 
before they are transferred to the Central Reclaim Fund. 
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7 National Register of Unclaimed Assets 
Background 

53. According to a survey carried out for the Commission on Unclaimed Assets, one in 
three people said they had a dormant account.115 We were eager to learn why that 
proportion was so high, what systems were currently in place to reunite people with their 
dormant accounts and whether there were any impediments to reunification. There is 
currently no single source of information on dormant accounts. Individual banks and 
building societies have their own methods for reclaim, and additional separate schemes are 
run by the BBA for banks, the BSA for building societies and NS&I. The schemes run by 
the BBA and BSA do not currently contain data themselves, but they are a conduit for 
enquiries relating to accounts held by their members. If an individual, or their heir, believes 
they have a dormant account with a particular institution, both central schemes could 
direct them to the relevant contact at the institution concerned. Where the BBA and BSA 
schemes are particularly effective where either an individual does not know which 
institution holds their dormant account, or if the institution holding their account no 
longer exists. The services provided by the BBA, BSA and NS&I are all free.  

54. The multiplicity of dormant account search mechanisms has led the CUA to declare 
that: 

there are significant barriers in the UK to consumers accessing their assets. These 
barriers potentially include a lack of consumer awareness about how to reclaim 
funds, a lack of confidence in or fear of the system, or that the system itself is overly 
complex or disparate.116  

Proposals for a centralised search facility, or national register, have been mooted for many 
years, but there have been few signs of progress. In 2002, the Government discussion paper 
Next Steps for Volunteering and Giving in the UK stated “We want to [understand] … how 
a comprehensive database might be achieved”.117 By 2005, the onus for investigating a 
register had moved to the banking sector: “The Government also expects the [banking] 
industry to explore what more could be done to reunite owners and assets, including the 
possibility of a national register”.118 The Economic Secretary informed us that, subsequent 
to the 2005 announcement, the Government had made a judgement, in consultation with 
the banks and the building societies, that a national register would be “hugely bureaucratic 
and cumbersome, and would not deliver a great deal”.119 Instead, he argued that “by getting 
the banks and building societies and National Savings to work together with a statutory 
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duty to reunite we can achieve the same objective, but we are not proposing a central 
register.”120 

A centralised register 

55. A centralised register, if one could be set up, would contain data relating to all accounts 
identified as dormant by financial institutions—banks, building societies and NS&I to start 
off with, although it could be extended to many other asset classes. These institutions 
would submit files containing updated lists of dormant accounts on a regular basis, thus 
creating a “one-stop shop” for all customer enquiries relating to dormant accounts. The 
main advantage of such a body would be the ease with which consumers, heirs and other 
interested parties (such as probate solicitors) would be able to identify whether or not a 
particular individual possessed a dormant account. The main problems with such a scheme 
would be concerns over data security and cost. 

56. In many ways, a prototype centralised register already exists—the Unclaimed Assets 
Register (UAR). The UAR is a commercial enterprise set up in 2000 with two objectives: to 
assist members of the public recover their lost or forgotten financial assets and to assist 
financial institutions address the issue of unclaimed money. Companies from the life 
assurance, pensions and unit trust sectors, as well as UK listed companies, supply the UAR 
with records of those customers with whom contact has been lost. This information is held 
on a secure database and can be searched by anyone for a fee of £18. If a potential match is 
made, the searcher is given contact details with the relevant financial company and asked 
to make contact, whereupon the company concerned verifies entitlement and makes direct 
payment. Since its inception, the UAR has helped re-unite approximately £500 million 
with its rightful owners.121  

57. No banks had signed up to the UAR until Charity Bank did so in 2003. In July 2007, 
HBOS announced that it too was signing up to the UAR to help in tracing its dormant 
customers. Charity Bank believe that the UAR (or something similar) could form the basis 
of a national register easily capable of being searched by individuals, companies and 
probate solicitors: 

We believe that it could be made available as a public benefit service with Experian 
(or an other) appointed to manage the service. The key feature is that it is 
independent and impartial with no other services to promote. All financial 
institutions would be required as part of their licence to make their data available to 
the Register in a common searchable format… The Register should be subject to the 
scrutiny of Parliament through the Treasury Select Committee or the Public 
Accounts Committee. Financial institutions not complying with the Register should 
be capable of being fined.122 
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One beneficiary of a searchable register would be charities that have received incomplete 
estates from legators because estate executors were unaware of dormant account holdings. 
In evidence to us, the Unclaimed Assets Charity Coalition (UACC) called for the 
Government to create a comprehensive national register of unclaimed assets, managed by a 
public agency, to ensure that both charities and individuals have full access to information 
to enable them to find the money they are owed. They believed that this register should be 
mandatory for all financial institutions, be comprehensive for all types of unclaimed assets, 
offer public access to all, be searchable and be free to the user. 

58. However, Mr Storey of Grant Thornton argued that the establishment of a national 
register in the UK “would be an administrative nightmare and a very costly exercise and 
fraught with fraud difficulties.”123 The Economic Secretary associated himself with the 
sentiment of Grant Thornton’s view at a later hearing: “I have to say that our judgment, in 
discussion with the banks and the building societies, is that Mr Storey is right, but I am not 
ruling it out”.124 

UK Lost and Found 

59. The CUA regarded the establishment of a centralised database as unnecessary, but 
proposed the creation of a less data-intensive scheme, “UK Lost and Found”. This would 
be a low-cost, single interface, capable of asking all financial institutions whether they held 
an account on their systems belonging to a particular individual. The objective would be to 
make it easier for consumers to be reunited with their lost financial assets and reduce 
overall administration without compromising data security. The CUA argued that, if there 
were a single search interface requiring minimal information, it would greatly increase the 
number of people that attempted to trace their dormant accounts. A survey carried out for 
the CUA showed that 58% of people claiming to have dormant accounts regarded the sums 
contained to be too small to be worth attempting reclaim. The CUA wondered “whether 
that is too small given the present ease or otherwise in trying to find it rather than too small 
because I do not care about that size of money at all”. 125 

60. The CUA outlined two possible models in their report entitled Unclaimed Assets: 
Consumer protection and regulation of dormant accounts.126 One would retain some basic 
information such as name, date of birth and last known address centrally in a national 
register. The other would not, instead securely interrogating databases of dormant assets 
within each financial institution.127 The CUA explained in more detail how their proposed 
scheme might work: 

Quite simply, it could be a very thin interface that allows web, telephone or similar 
access and it would distribute the information that was put in to the present three 
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systems that you have through the BBA, the BSA and the National Savings [and 
Investments] … That would feed directly through to the members that were relevant. 
We do not see this as being a massive systems cost on top of what is there already. 
This is trying to provide a relatively cheap solution that makes things much easier for 
consumers.128 

The CUA’s proposals would offer a single interface for all dormant accounts, a simplified 
initial search, so consumers could check at an early stage whether it was worth them 
continuing their search and a variety of search channels including telephone, internet and 
paper-based forms. The service would be free to the end user. The CUA envisaged that 
industry and Government would work together to develop and implement flexible 
identification and verification requirements.129 

61. When we asked the Economic Secretary for his view of the CUA proposals he replied: 
“One never has a closed mind on these matters. I am happy to listen to further 
consultations.”130 Indeed, he stated that he had already set in motion plans to combine the 
search portals run by the BBA, BSA and NS&I: 

As I said, on the face of the Bill the first priority will be a duty to reunite resources 
with customers, and following a meeting that I had yesterday and conversations with 
the British Bankers’ Association I wrote yesterday to the British Bankers’ 
Association, to the Building Societies Association and to National Savings urging 
them to come together and have a common way of reuniting customers with their 
unclaimed assets, which is common across banks, building societies and National 
Savings.131 

Conclusions 

62. The existing reclamation arrangements run by the BBA, BSA and NS&I have had 
some success in reuniting dormant accounts with their customers. However, the 
multiplicity of search mechanisms may discourage some customers in reclaiming their 
dormant accounts and a single search facility would be a significant improvement in 
this area. We do not consider that the establishment of a comprehensive register of 
dormant accounts, requiring account details to be transmitted to a central repository, is 
desirable at this moment. Such a system would be costly and involve complex data 
security issues. We were impressed by the proposal set out by the Commission on 
Unclaimed Assets for a single interface that would not hold account data itself. The 
great merit of this proposal would be that both costs and data transfer could be 
minimised. We urge the Government to investigate how such an interface could be 
adopted in order to unify the existing systems run by the BBA, BSA and NS&I. 
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8 Building societies 
Membership rights 

63. A set of specific issues arise in relation to dormant accounts in building societies. The 
first of these is membership rights. The Skipton Building Society (SBS) told us that the 
status of a building society member could not be likened to that of a bank deposit account 
holder. As owners of their society, members were typically entitled to various rights and 
benefits from membership that bank depositors did not enjoy. If building society accounts 
were to become dormant and be transferred to the Central Reclaim Fund, the SBS was 
concerned about whether account holders kept their membership rights. The SBS did not 
consider that the principle behind the Government’s proposal—a scheme to protect the 
rights of account holders to reclaim their money at any time—was sufficient and argued 
that there was more at stake for building society members: 132 

The government has failed to recognise these important differences between building 
societies and banks/PLCs in developing its proposals for this scheme.133 

64. The Government consultation paper stated that the proposed scheme was not intended 
to affect an account holder’s building society membership rights.134 This gives neither a 
cast-iron commitment that membership rights will be retained nor an explanation of how 
such retention might be achieved. We recognise that building society members have 
more at stake than bank account customers in the Unclaimed Asset Scheme. It is not 
only their account which could be transferred to the Central Reclaim Fund, but also 
their membership rights. It is imperative that these membership rights are preserved in 
case the account holder reactivates their account at a later date. We welcome the 
Government’s “intention” that membership rights be protected indefinitely, but call on 
the Government to ensure that these rights are enshrined in the legislation it intends to 
bring forward. The Government has already committed to drafting a statutory right for 
a customer to reclaim their dormant account. We recommend that this statutory right 
be broadened to include all rights linked to the dormant account, not merely the funds 
held within it.  

Demutualisation 

65. On conversion from a building society to a PLC bank (demutualisation), members are 
compensated for their loss of mutual membership rights by receiving either shares in the 
new entity or cash. If any such demutualisation benefits are unclaimed for a specified 
period of time (often 10 or 12 years), perhaps because the member is ‘dormant’, then they 
can be retained by the ex-building society for its own purposes. The SBS argued that these 
unclaimed shares arising from demutualisations should be included in the Unclaimed 
Asset Scheme too: 
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Why not? Absolutely why not because you are capturing mutual members, shares, 
because that is in effect what you are doing, but you are not capturing PLC 
shareholders.”135 

They also referred to the fact that the 15 year definition stretches back to the 1990s, a 
period in which several large demutualisations occurred:136 

To me it is absolutely crazy that the account that is now dormant with the Halifax, 
say, will be captured by the scheme but the shares that were granted to the person 
who had the account at the time the Halifax converted will not be captured by the 
scheme and it just seems to me absolutely pointless to have a scheme which does 
that. 

66. There does appear to be an apparent inconsistency in the proposed Unclaimed Asset 
Scheme with regards to the way that ownership rights are treated. An investment account 
at a building society entitles the investee to a share of ownership of the society. If that 
investment becomes dormant, so too does the ownership share, and both will be 
transferred to the Central Reclaim Fund. In the case of a demutualisation, however, 
unclaimed ownership shares that had previously been the property of a dormant building 
society member will have reverted to the (newly-created) bank, and will not be passed to 
the Central Reclaim Fund. The SBS pointed out how important it was that all institutions 
be treated equally under the Unclaimed Asset Scheme and argued that equality would 
require the inclusion of unclaimed demutualisation benefits: 

Equality of treatment is an important principle to apply to the scheme. It is therefore 
recommended that, to the extent that existing building society members are caught 
within the scope of the scheme, former members, whose benefits have crystallised in 
the form of “demutualisation benefits”, are also in scope as PLC shareholders and/or 
account holders. Where unclaimed shares or unclaimed dividends remain after a 
specified period following a conversion these sums ought to be treated as unclaimed 
assets for the purposes of the proposed scheme.137 

The BSA agreed that it would be consistent with the inclusion of building society share 
accounts within the proposed Unclaimed Asset Scheme to also include the unclaimed 
shares and dividends of banks and other listed companies.138 

67. When a building society demutualises and converts into a bank, the newly-formed 
bank is permitted to use for its own purposes any unclaimed demutualisation benefits from 
dormant members, after the expiration of a certain period. By legally taking the property of 
dormant account holders, the banks have been retaining assets that might otherwise be 
eligible for inclusion in the Central Reclaim Fund, either for eventual reclaim or onward 
distribution to good causes. We urge the Government to take steps to ensure that any 
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benefits unclaimed by dormant building society members in future demutualisations 
do not accrue to the financial institutions, but rather to the proposed Central Reclaim 
Fund. We urge the Government to find a way to protect the ongoing rights of building 
society members, even post-demutualisation, and a statutory provision to that effect 
should be considered. With regard to past demutualisations, we invite the relevant 
banks to donate an amount, equivalent to the current value of unclaimed 
demutualisation benefits claimed by them, to the Central Reclaim Fund for 
disbursement to good causes. 
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9 Disbursement 
The Government’s proposals 

68. From the outset, the Government has made clear that it intended the funds made 
available from the dormant accounts scheme to be put to good use. Its May 2007 
consultation paper on the distribution of unclaimed assets outlined two key priorities for 
disbursement in England and Wales, and a third area which would receive funding if 
sufficient resources were to become available: 

The Government believes there is a strong case for focusing the available assets in 
England on improving the life chances of young people and helping them through 
the important transition from childhood, through adolescence, to adulthood … The 
Government also believes that a proportion of the available resources in England 
should be invested to improve financial capability and promote financial inclusion 
… In addition to these primary priorities for investment, which have already been 
stated publicly, the Government, resources permitting, would also like to see a 
proportion of the available assets used to invest in the long term sustainability of the 
third sector and boost the social investment market; that is, investment made for a 
social purpose in organisations that are committed to delivering positive benefits for 
society.139 

In setting out the Government’s Draft Legislative Programme in July 2007, the Prime 
Minister stressed youth services more than the other aims of financial education and 
financial inclusion, and also referred to the possibility of spending on “community 
facilities”.140 The Government proposes using the Big Lottery Fund infrastructure as the 
delivery mechanism to distribute unclaimed assets to deliver effective programmes and 
activities for young people in England.141 The devolved administrations of Scotland, Wales 
and Northern Ireland would have the power to determine the priorities for distribution in 
their own countries, which might differ from those outlined for England.142  

69. The Institute of Fundraising expressed its concern that the Government had issued a 
directive as to which good causes the money generated would be spent upon, and argued 
that the Government ought to ensure that a full and open consultation was held with the 
public and with the charity and voluntary sector about how unclaimed assets were to be 
reinvested in society.143 The National Council for Voluntary Organisations (NCVO) 
thought that priorities for funding ought to be determined independently, in consultation 
with a range of stakeholders including the voluntary and community sector.144 We received 
alternative suggestions for how the funds released from unclaimed assets should be 
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distributed. Mr Frank Field MP and Derek Wyatt MP believed that the first claim on the 
unclaimed assets of banks and building societies should be given to the victims of the wind-
up of occupational pension schemes.145 The Prince’s Initiative for Mature Enterprise called 
for a focus on micro-finance for the over 50s to enable more of that generation to start up 
businesses.146 

70. We asked the Economic Secretary whether the aims set out for disbursement were 
areas for public consultation. He replied: 

The answer to that is no, we are not consulting on that; we are consulting on how to 
spend the money so that we can deliver money for youth services and financial 
inclusion. That was the position from the beginning. I think you will find there is 
widespread support for spending money on better youth services … we all know that 
youth services is an area which has been under-funded for decades, and we should 
do something more about that. We could have decided to say there is an amount of 
money, have a broad-based consultation on what to spend it on, but that is not the 
road we have gone down.147  

He defended the decision not to ask for the public’s view on which good causes should be 
supported by unclaimed assets: 

From the beginning we said the reason why we would set off down this road is in 
order to provide more money for youth services and financial inclusion. As I said, 
my judgment is that there will be widespread support … for doing that.148 

71. There is an inconsistency between the Government’s insistence that an Unclaimed 
Asset Scheme ought to be voluntary in nature, and its insistence that the overall aims of 
distribution ought to be determined by the Government without further consultation. 
We regret the Government’s decision to make its choices on funding priorities without 
meaningful prior consultation with relevant stakeholders. 

A Social Investment Bank 

72. The Commission on Unclaimed Assets (CUA) was established in November 2005 (at 
the initiative of the Scarman Trust) to develop proposals that would generate the 
maximum public benefit from the proceeds of the dormant accounts held by banks and 
building societies based in the UK. It has previously recommended using unclaimed assets 
to fund a new Social Investment Bank (SIB) to develop the social investment market, 
arguing that the SIB would: 

encourage the third sector to grow and thrive by enabling a broader range of finance 
and greater access to appropriate private sector funds. The SIB would channel 
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finance through a range of specialist intermediaries and multiply the impact of 
unclaimed assets through gearing and by attracting additional capital to the sector.149 

The CUA argued that the UK needed an SIB to strengthen the voluntary sector, and that 
this would be preferable to using the unclaimed assets funds for a more traditional grant-
giving programme: 

This is about taking this money and instead of spraying it over the desert sand and 
seeing it seep in, creating an organisation that can act as a pump for a voluntary 
sector which is akin to an engine with all its pieces lying around which you have to 
bolt together. If you bolt it together and put this pump in it you will get real results.150  

He saw the main benefit of the SIB as coming to the aid of an undercapitalised third sector:  

If you want to deal with the problems of poverty today, I think all of us would agree 
that just giving Government grants is not going to provide the solution. We have a 
society where wealth is increasing, growth in the economy is up, employment is up, 
the economy does better, but the gap between rich and poor is getting bigger and 
bigger. We have a third sector that is powerful in terms of the numbers of people 
working in it and is very poorly undercapitalised.151 

73. Ed Mayo, a Trustee of the CUA, but also Chief Executive of the National Consumer 
Council, believed that this was a rare opportunity to respond in an effective and innovative 
way to the challenges facing the third sector: 

[The SIB] is about unleashing [the third sector’s] potential to make a difference. I 
have seen third sector organisations that are killed by sudden death contracts, by the 
… chronic and endemic insecurity of grant funding … What we are exploring in a 
SIB … is changing the way that that effort and that initiative is capitalised and 
looking to more effective ways to do it. If you talk to managers and people that work 
in the front line, in communities and community development trusts or social 
enterprises providing these services, the idea that there could be a stronger capital 
base to give them security to employ local people to provide services to innovate I 
think is a key thing … It is terribly difficult to do something innovative here often in 
England and I think what we are doing with this proposal is changing that. I am very 
confident that the proposal is far more innovative and will be far more of an effective 
proposal than simply responding to the inexhaustible needs of a myriad of different 
good causes.152 

74. The Government has not committed any funds from unclaimed assets to the concept of 
the SIB, although it has said that, resources permitting, it would also “like to see a 
proportion of the available assets used to invest in the long term sustainability of the third 
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sector and boost the social investment market”.153 The Economic Secretary saw merit in the 
concept of a SIB and was persuaded that there was a market gap that ought to be filled by 
society. However, he warned that it should not be presumed that a particular institution 
“which, at this stage, does not even exist would be the right and the best way to funnel 
money to the third sector, given that there will be other alternatives which already exist”.154 

75. Charity Bank was of the opinion that there was room for a number of particular 
disbursement models to be employed: 

Somewhere between granting, lending and being more creative there are a number 
of potential [models] and they are not mutually exclusive in that sense.155 

In particular, Charity Bank argued that there was a role for the SIB in making small 
capacity building grants, because many organisations, particularly in small, deprived 
communities, lacked the capacity to take advantage of the types of instruments currently 
being proposed for the SIB.156 Such grant-giving would be restricted to raising financial 
capacity, in order to help organisations apply for the SIB’s loans.157 It would not be grant-
giving to all good causes.  

76. Triodos Bank questioned whether there was sufficient market demand for an 
organisation such as the SIB: 

[The SIB] should be careful not to disrupt a market that’s well served by existing 
players, and it should embrace the lessons from the initiatives that came before it.”158 

We put this challenge to the CUA, which replied: 

We have had consultation with 1,000 people in the course of our work. There is a 
huge need for capital … Our expectation is that we can attract three or four times the 
amount of money from the private sector than if you are investing in this institution 
... This money is a fraction of what is needed in total. I think if we do this then ten 
years from now when we look back upon it we will see that it is a crucial part of 
funding voluntary organisations in this country to do a job which neither 
Government nor the private sector can do effectively.159 

The Chairman of the CUA, Sir Ronald Cohen, then likened the supply and demand for 
social venture capital to a “chicken and egg problem”. Although there might not appear to 
be excess demand at the moment, if the SIB were to come into play, he argued, the demand 
would materialise: 
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The chicken and the egg did not come one before the other, they came together. A 
chicken and egg problem means that you have to work on both dimensions at the 
same time, you have to work on the supply of capital and you have to work on the 
capacity of organisations to put it out … There is no shortage of entrepreneurs … 
The supply of money does create its own demand. People go out to get the money if 
they think it is easy to get it. If they think it is impossible to get it they do not try … If 
you can see your way to supporting the creation of a Social Investment Bank you will 
see that it will transform the flow of capital into these areas. I was giving the example 
of the Charity Bank. The Charity Bank today needs £10 million of equity to increase 
its ability to lend to not-for-profit organisations. Do you know how much it could 
give in loans if it got that £10 million? It could give £130 million. That £10 million 
will release £130 million of lending to not-for-profit organisations. That is what this 
is about.160  

77. The Institute of Fundraising argued that the SIB “should build on and complement the 
existing intermediaries that already exist to support the [third] sector. Umbrella 
organisations—such as the Institute of Fundraising as well as the government’s Finance 
Hub, and entities such as Futurebuilders—all provide aspects of financial and funding 
advice and support to the sector and it is important that their expertise is acknowledged 
and incorporated into any distribution mechanism”.161 The NCVO also wrote of the 
importance in ensuring both that these funds do not displace existing and emerging 
funders and investors, and that distribution is conducted via intermediaries where 
possible.162 The NCVO welcomed confirmation from the CUA that the proposed SIB 
would act as a wholesaler, working through existing and emerging financial intermediaries, 
rather than being in competition with them.163 

78. When asked about the likely funding needs of the SIB, Sir Ronald said that “£250 
million of unclaimed assets is a Godsend”.164 The Government’s position on the use of 
unclaimed assets towards social enterprise is that, if resources permit and subject to 
clarifying or addressing any state aid implications, “the Government would like to see a 
proportion of unclaimed assets in England used to support social investment in third 
sector organisations.”165 In oral evidence, the Economic Secretary confirmed this: 

While we started out with a position that money from unclaimed assets would be 
spent on youth services and financial inclusion, because of the work of the 
Unclaimed Assets Commission [that is, the CUA] and their proposal in the Social 
Investment Bank, we have said … that we would add a third objective into our 
consultation document which is to support social enterprise [though not specifically 
through the SIB]. We say, though, that that will depend upon the resources which are 

 
160 Q 253 

161 Ev 64 

162 Ev 71 

163 Ev 72 

164 Q 253 

165 Unclaimed assets distribution mechanism: a consultation, para 4.20 



44    Unclaimed assets within the financial system 

 

 

available, the consultation and the detail of the proposals which may come 
forward.166  

The Economic Secretary denied that any promise of funding had been made to any 
organisation, including the SIB:  

There has never been, to my mind, any presumption that the money would be spent 
on the Social Investment Bank. In fact, the opposite: the starting presumption was 
that it would be spent on youth services and financial inclusion.167 

79. The Economic Secretary explained that he had spoken on many occasions to Sir 
Ronald Cohen on the matter of funding for the SIB, and he was confident that there was no 
difference of understanding.168 Nevertheless, the CUA suggested that the Government 
ought to make a commitment at an early stage to the SIB receiving funding from 
unclaimed assets.169 The CUA said: “We believe that we have made a very strong case that 
it would be better to concentrate a good chunk of this [unclaimed assets] money and to 
invest it in developing a financial infrastructure for voluntary organisations to get 
funding.”170 Sir Ronald also said: 

We do not see the fact that the money would travel via the Big Lottery Fund as an 
impediment to our receiving it. We would see the SIB as one of those organisations 
that could go to the Big Lottery Fund…We see the Big Lottery Fund simply as a 
conduit and from a legislative and other point of view it happens to be a convenient 
one.171 

The CUA clarified the sums that it was requesting from the Unclaimed Asset Scheme for 
the SIB: 

I think it has got to be of the order of £330 million over five years. I would rather it 
was £250 million up front than £150 million up front, but if we found that the total 
was insufficient and we had to start with £150, we would start with £150. Below £150 
would not be credible.172  

The Economic Secretary confirmed that he understood that any amount less than the CUA 
were asking for would be inadequate and jeopardise the establishment of the SIB.173 He 
later said that: 

I do not think the presumption in [the consultation] documents is that the majority 
of the funds will go to the Social Investment Bank. Therefore, if [£250m in the first 
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year] was necessary in order to capitalise, it would have to look for other sources of 
finance.174 

The Economic Secretary said “So if the question is: ‘It’s £350 million or nothing’, then 
either that is going to be solved by unclaimed assets turning out to be rather larger than we 
expect, or there is going to have to be other sources of funding into the Social Investment 
Bank than unclaimed assets.”175 Sir Ronald feared that it would be “very difficult to get an 
allocation from Government for a purpose such as this if the unclaimed assets were not 
available”, with the implication that without unclaimed assets funds, the whole SIB project 
would be imperilled.176  

80. If the SIB is to be established, and funded from unclaimed assets, it needs to be set up 
with an appropriate governance and accountability framework. The CUA reported that: 

The Social Investment Bank should be an independent institution answerable to the 
third sector, with a governance framework that is effective, representative and 
compliant with best practice. 

When we asked the CUA what being “answerable to the third sector” meant, they said that 
the SIB would need to be “highly responsive” to the needs of the third sector, but it would 
not be formally accountable to it. The SIB would perhaps be accountable to Parliament, 
reporting on an annual basis. The National Council for Voluntary Organisations argued 
that is was “crucial” that any new institution with a remit to reinvest unclaimed assets was 
genuinely independent:  

While the report from the Commission on Unclaimed Assets recognises the 
importance of this principle, it also suggests that the SIB would be ‘answerable to the 
third sector’. However, these funds do not derive from the third sector, the 
government or the financial institutions holding the assets. Given the public nature 
of these funds, it may be appropriate for any distributors to be accountable to 
Parliament but they should not be accountable to any one sector.177 

Charity Bank agreed that Parliament ought to be “the ultimate scrutineer” of the SIB.178 

81. We commend the work that the Commission on Unclaimed Assets has undertaken 
relating to the most effective use of unclaimed assets. Their proposals for a Social 
Investment Bank are innovative, and we accept that there is a market need for a body 
resembling the SIB to give a financial boost to the third sector, which remains a 
Government priority. We find the concept of using gearing to multiply the potential 
impact of unclaimed assets attractive when compared to more traditional grant-giving 
distribution methods. We have been told that the Social Investment Bank needs 
minimum funding of £330 million over five years for it to be viable, but we do not, at 
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present, see any sign of the Government committing resources to social investment of 
this scale. We believe that the Government cannot will the ends if it does not will the 
means. We want the Government to allocate sufficient resources to a Social Investment 
Bank funded in part through unclaimed assets.  

The local disbursement option 

82. The 2005 Pre-Budget Report announced that there would be an option for small, 
locally-based financial institutions to focus the use of unclaimed assets on youth services 
and financial capability and inclusion in their local communities.179 The intention is to 
allow small institutions, principally small building societies, to use unclaimed assets to 
benefit the communities to which their members belong. The BSA welcomed this option, 
claiming that “the particular thing that … upsets some of the smaller building societies is 
that most of the lost account money in their organisation will have been drawn from a 
particular locality and they do not want to be forced to donate to a national charitable 
scheme”.180 In May 2007, the Government suggested that the proposed definition of a 
small-locally based financial institution is one with total assets of up to £7 billion, which 
would include 59 building societies.181 In evidence to us, the Economic Secretary revised 
downwards his estimate of the number of eligible societies to 52.182 According to the BSA 
website there are 60 societies in the UK.183 

83. The Skipton Building Society conducted a survey of its members which found that 88% 
of members did not want their unclaimed assets to go to a national scheme, instead 
preferring disbursement to local charities. The local option was viewed as vital insofar as it 
would gain the support of building society members for the scheme.184 Charity Bank put 
the other side of the argument: 

There is no way of knowing that, say, an owner of an unclaimed asset in Northern 
Ireland would not have opted, given the chance, to support a cause in Africa or even 
England. Indeed, where people can make the choice today by depositing with 
Charity Bank they know that the money will be used throughout the UK.185 

84. In its consultation paper the Government proposed that “these institutions transfer 
money to an arms-length charitable body”.186 The BSA considered that existing charitable 
foundations funded by building societies would qualify as “arms-length”, because they 
were not under the direct control of the societies: 
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The trustees of those foundations are appointed only in a minority by the building 
society. So the building society foundations, in my view, would come into the 
definition of “arms-length”. They are not controlled by the building society but they 
are funded by the building society and, typically, the building society controls less 
than half of the nominations to be a trustee of those charities. So, I do not think there 
is a conflict there.187  

The Economic Secretary appeared to confirm that building society foundations would be 
an appropriate conduit for local disbursement: 

 We will be very keen to ensure that local designated charities, including the local 
designated charities with which the building societies currently have relationships—
that they can carry on diverting money through those routes. Without wanting to 
pre-empt the outcome of the consultation and the legislation, my instinct would be 
that if a building society has a close relationship with a local charity, its own 
foundation, then the last thing we will be seeking to do is to destabilise that 
relationship. In fact, we are precisely trying to allow those local, small building 
societies to carry on routing money into the community through those 
mechanisms.188 

85. Many building society foundations have built up strong relationships with local 
charities over decades, and some have concentrated upon specific sectors. For example, the 
Nationwide Foundation currently focuses on domestic violence, prisoners’ families and 
young offenders.189 If building societies are to choose the local disbursement option, their 
foundations will need to know whether they can apply funds to their existing priorities or 
they must follow the national priorities set by the Government (and the devolved 
institutions in Scotland, Wales and Northern Ireland). The Government’s consultation 
paper stated: 

It is proposed that these institutions transfer money not needed to cover expected 
requests for reclaim to an arm’s length charitable body which could then distribute 
assets on to smaller charities at the local level. This distribution would be in 
accordance with the spending priorities of the scheme in that particular country of 
the UK.190 

The BSA were confident that its members would be required to ensure that the priorities 
identified by the Government as the most worthy—financial inclusion, financial capability 
and youth work—were the recipients of the funds, at a local level, but the Economic 
Secretary said:191 

 
187 Q 183 

188 Q 311 

189 Nationwide website, www.nationwide.co.uk 

190 Unclaimed assets distribution mechanism: a consultation, para 5.21 

191 Q 188 



48    Unclaimed assets within the financial system 

 

 

As I understand it, there will be no requirement that they have, through their local 
foundations, to spend on the particular objectives which we are setting for the 
broader scheme.192 

86. We recommend that, in its response to this Report, the Government clarify whether 
building societies adopting the local disbursement option will be required to have 
regard to the wider objectives of the Government for funds made available from 
unclaimed assets.  
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Conclusions and recommendations 

The proposed legislative framework 

1. We welcome the Government’s commitment to legislate to facilitate the use of 
unclaimed assets for the public good. However, we are unconvinced that the 
Government is correct to pursue a voluntary approach. A compulsory scheme has 
the overwhelming advantage of guaranteeing fairness and consistency between 
institutions. We urge the Government to reconsider the voluntary basis of its 
proposals. If the Government is still minded to continue with a voluntary scheme, we 
recommend that the forthcoming legislation be prepared so as to include reserve 
powers for Ministers to establish a compulsory scheme at a later date without 
recourse to further primary legislation, should a voluntary scheme prove 
unsuccessful. If a voluntary scheme is established, we recommend that the 
Government put in place arrangements to ensure information about institutions that 
are, and are not, participating in the scheme is publicly available. (Paragraph 13) 

2. We welcome the Government’s commitment to grant customers a legal right to their 
account funds in perpetuity. We also support proposals to maintain the customer 
interface with the customer’s own bank or building society, rather than with the 
proposed Central Reclaim Fund, and we expect the scheme to be designed to ensure 
that customers will not face any additional inconvenience as a result of the scheme if 
they try to reactivate a dormant account. We are unconvinced that the Banking Code 
Standards Board has the proven track record of protecting the interests of consumers 
and sufficient independent authority to enable it to take the proportionate but firm 
action that might be necessary to regulate the scheme. If the Government is minded 
to leave regulation in the remit of the Banking Code Standards Board, we 
recommend that the legislation includes power for regulatory responsibility to be 
given to a statutory regulator in the future without the need for further primary 
legislation. Finally, we recommend that, in its response to this Report, the 
Government clarify the circumstances in which disputes relating to the scheme could 
be considered by the Financial Ombudsman Service. (Paragraph 19) 

3. We welcome the Government’s proposal that the Central Reclaim Fund will be 
regulated by the Financial Services Authority. (Paragraph 20) 

4. We are not convinced that a voluntary scheme can work but, if it can work at all, it 
will only be through having a regime which is highly transparent. It is important that 
those institutions claiming to participate do so in a way that can be verified. 
Participating institutions should be subject to an annual certification of their 
involvement, signed by a nominated senior employee. Transfers of monies from the 
banks to the Central Reclaim Fund, and reclaims going the other way, must be 
audited by external auditors. The auditors’ duties should include checking that all 
dormant accounts are being transferred and, where an institution claims an account 
is active despite an absence of transactions, the auditor should check that appropriate 
evidence is being retained. There should be credible sanctions for those institutions 
where the auditors discover a breach of their agency agreement with the Central 
Reclaim Fund. We also urge the Treasury to work with the banking industry in 
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examining the prospects for publishing the stock and flows of dormant accounts as a 
note to the annual published accounts of the banks and building societies. 
(Paragraph 23) 

5. The establishment of a statutory framework that enables financial institutions to 
extinguish their dormant account liabilities is of vital importance to the viability of 
the whole Unclaimed Asset Scheme. We note the Government’s co-operation with 
banks and building societies in examining this issue in detail, and welcome the 
Government’s commitment to bring forward legislation to resolve this issue. 
(Paragraph 24) 

Defining and identifying dormant accounts 

6. In setting the dormancy period, a balance needs to be struck between minimising 
reclaims from the Central Reclaim Fund, and maximising the funds for 
disbursement to good causes. The choice of 15 years as the dormancy period is 
higher than in most other jurisdictions that have set up unclaimed asset schemes. In 
drawing a parallel with the Irish scheme (which also uses a 15 year definition), the 
Economic Secretary used an incomplete comparator, because the Irish scheme has a 
very narrow view of customer activity. In contrast, the UK scheme is set to allow 
financial institutions not to pass to the Central Reclaim Fund those accounts on 
which, although no transaction has occurred, the bank has evidence of other 
customer activity. It is unlikely that a significant number of customers would renew 
contact with their bank between the tenth and fifteenth anniversary of inactivity. We 
therefore recommend that the Government reduce the proposed dormancy period 
from 15 to 10 years. (Paragraph 29) 

7. The Government’s proposals for defining dormant accounts have some merit. It is 
appropriate that financial institutions should be permitted to consider various forms 
of communication with their customers as evidence of activity, rather than relying 
merely on account transactions. If the scheme were to focus on transactions alone, 
this would inevitably lead to significant numbers of accounts being transferred 
inappropriately. However, certain safeguards must be in place to ensure that 
financial institutions are not granted ‘carte blanche’ in identifying dormant accounts, 
in order to prevent the withholding of genuine dormant funds from disbursement to 
good causes. We recommend that the Government:  

• publish a precise list of transaction types that it considers to be “customer-
initiated” for the purposes of the scheme;  

• publish a list of other forms of communication that it considers to be evidence of 
non-dormancy;  

• require institutions withholding accounts from the Central Reclaim Fund for 
non-dormancy on the basis of non-transaction activities to retain evidence of 
such activities and make them available for external audit. (Paragraph 32) 

8. We were encouraged by the suggestion that the banks are being conservative in their 
estimates. Based on the Irish experience, we consider that it is more likely that the 
current estimates of the scale of funds in dormant accounts will prove to be an 
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underestimate than an overestimate, although the actual scale of funds transferred to 
the Central Reclaim Fund depends critically upon the success of efforts to reunite 
funds in dormant accounts with their rightful owners. This uncertainty is amplified 
by the proposed voluntary nature of the scheme, as we cannot say how many 
financial institutions will participate, nor how full and complete that participation 
will be. (Paragraph 36) 

Scope of the scheme 

9. If the Government considers that specific use for identified good causes is the best 
use for the dormant accounts held by others, the Government should apply the same 
principle to accounts held by NS&I. On the grounds of equity between financial 
institutions, we recommend that NS&I be brought into the scope of the Unclaimed 
Asset Scheme. If that scheme is to be voluntary, we recommend that the Government 
volunteer NS&I’s participation. (Paragraph 40) 

10. Life assurance is one particular product that has been included in unclaimed asset 
schemes in various other jurisdictions. Insufficient work has been conducted on the 
feasibility of including assets other than bank and building society accounts in the 
UK’s proposed scheme to be able to recommend their inclusion. However, the 
eventual expansion of the scheme to incorporate other asset classes is fertile ground 
for discussion. To this end, we recommend that the Government consult with the 
insurance industry about the possibility of its involvement in the scheme at some 
stage in the future. (Paragraph 43) 

Reunifying customers with dormant accounts 

11. We welcome the plans of the banks and building societies for a reunification exercise 
prior to the advent of the Unclaimed Asset Scheme. The decision to use third-party 
search agents will necessarily be taken with a view to balancing the cost of these 
activities with the value of the dormant account and the probability of successful 
reunification. We accept that an important component of the efforts towards 
reuniting smaller accounts with their customers should be the proposed publicity 
scheme but we are not convinced that quarterly press releases will generate sufficient 
awareness of dormant accounts. We urge the industry to consider a more 
comprehensive campaign across various forms of media. Financial institutions 
should also write to their customers, notifying them of their dormant account’s 
impending transfer to the Central Reclaim Fund, unless that institution has been 
advised that the account-holder is no longer at that address. We urge all banks and 
building societies to use every opportunity they can to employ these and other 
techniques in reuniting accounts before they are transferred to the Central Reclaim 
Fund. (Paragraph 52) 

National Register of Unclaimed Assets 

12. The existing reclamation arrangements run by the BBA, BSA and NS&I have had 
some success in reuniting dormant accounts with their customers. However, the 
multiplicity of search mechanisms may discourage some customers in reclaiming 
their dormant accounts and a single search facility would be a significant 
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improvement in this area. We do not consider that the establishment of a 
comprehensive register of dormant accounts, requiring account details to be 
transmitted to a central repository, is desirable at this moment. Such a system would 
be costly and involve complex data security issues. We were impressed by the 
proposal set out by the Commission on Unclaimed Assets for a single interface that 
would not hold account data itself. The great merit of this proposal would be that 
both costs and data transfer could be minimised. We urge the Government to 
investigate how such an interface could be adopted in order to unify the existing 
systems run by the BBA, BSA and NS&I. (Paragraph 62) 

Building societies 

13. We recognise that building society members have more at stake than bank account 
customers in the Unclaimed Asset Scheme. It is not only their account which could 
be transferred to the Central Reclaim Fund, but also their membership rights. It is 
imperative that these membership rights are preserved in case the account holder 
reactivates their account at a later date. We welcome the Government’s “intention” 
that membership rights be protected indefinitely, but call on the Government to 
ensure that these rights are enshrined in the legislation it intends to bring forward. 
The Government has already committed to drafting a statutory right for a customer 
to reclaim their dormant account. We recommend that this statutory right be 
broadened to include all rights linked to the dormant account, not merely the funds 
held within it. (Paragraph 64) 

14. We urge the Government to take steps to ensure that any benefits unclaimed by 
dormant building society members in future demutualisations do not accrue to the 
financial institutions, but rather to the proposed Central Reclaim Fund. We urge the 
Government to find a way to protect the ongoing rights of building society members, 
even post-demutualisation, and a statutory provision to that effect should be 
considered. With regard to past demutualisations, we invite the relevant banks to 
donate an amount, equivalent to the current value of unclaimed demutualisation 
benefits claimed by them, to the Central Reclaim Fund for disbursement to good 
causes. (Paragraph 67) 

Disbursement 

15. There is an inconsistency between the Government’s insistence that an Unclaimed 
Asset Scheme ought to be voluntary in nature, and its insistence that the overall aims 
of distribution ought to be determined by the Government without further 
consultation. We regret the Government’s decision to make its choices on funding 
priorities without meaningful prior consultation with relevant stakeholders. 
(Paragraph 71) 

16. We find the concept of using gearing to multiply the potential impact of unclaimed 
assets attractive when compared to more traditional grant-giving distribution 
methods. We have been told that the Social Investment Bank needs minimum 
funding of £330 million over five years for it to be viable, but we do not, at present, 
see any sign of the Government committing resources to social investment of this 
scale. We believe that the Government cannot will the ends if it does not will the 
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means. We want the Government to allocate sufficient resources to a Social 
Investment Bank funded in part through unclaimed assets.  (Paragraph 81) 

17. We recommend that, in its response to this Report, the Government clarify whether 
building societies adopting the local disbursement option will be required to have 
regard to the wider objectives of the Government for funds made available from  
(Paragraph 86) 
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Formal minutes  

Tuesday 24 July 2007 

Members present: 

John McFall, in the Chair 

Mr Graham Brady 
Mr Colin Breed 
Jim Cousins 
Mr Philip Dunne 
Mr Michael Fallon 
Ms Sally Keeble 

 Mr Andrew Love 
Mr George Mudie 
Mr Siôn Simon 
John Thurso 
Mr Mark Todd 
Peter Viggers 

 

***** 
 
Unclaimed assets within the financial system 
 
The Committee considered this matter. 

Draft Report (Unclaimed assets within the financial system), proposed by the Chairman, 
brought up and read. 

Ordered, That the draft Report be read a second time, paragraph by paragraph. 

Paragraph 1 read, amended and agreed to. 

Paragraphs 2 to 12 read and agreed to. 

Paragraph 13 read as follows: 

We welcome the Government’s commitment to legislation to facilitate the use of 
unclaimed assets for the public good. However, we are unconvinced that the 
Government is correct to pursue a voluntary approach. A compulsory scheme has the 
overwhelming advantage of guaranteeing fairness and consistency between 
institutions. We urge the Government to reconsider the voluntary basis of its 
proposals. If the Government is still minded to continue with a voluntary scheme, we 
recommend that the forthcoming legislation be prepared so as to include reserve 
powers for Ministers to establish a compulsory scheme at a later date without recourse 
to further primary legislation, should a voluntary scheme prove unsuccessful. If a 
voluntary scheme is established, we recommend that the Government put in place 
arrangements to ensure information about institutions that are, and are not, 
participating in the scheme is publicly available. 

Amendment proposed, in line 2, to leave out from the word “good” to the word “If” in line 
6.—(Mr Michael Fallon) 

Question put, That the Amendment be made. 
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The Committee divided. 

Ayes, 3  Noes, 3 
Mr Graham Brady 
Mr Philip Dunne 
Mr Michael Fallon 

 Mr Andrew Love 
Mr Siôn Simon 
John Thurso 

 

Whereupon the Chairman declared himself with the Noes. 

Paragraph agreed to. 

Paragraphs 14 to 23 read and agreed to. 

Paragraph 24 read, amended and agreed to. 

Paragraphs 25 to 27 read and agreed to. 

Paragraph 28 read, amended and agreed to. 

Paragraphs 29 to 66 read and agreed to. 

Paragraph 67 read, amended and agreed to. 

Paragraphs 68 and 69 read and agreed to. 

Paragraph 70 read, divided and agreed to (now paragraphs 70 and 71). 

Paragraphs 71 to 79 read and agreed to (now paragraphs 72 to 80). 

Paragraph 80 read, amended and agreed to (now paragraph 81). 

Paragraphs 81 to 83 read and agreed to (now paragraphs 82 to 84). 

Paragraph 84 read, divided and agreed to (now paragraphs 85 and 86). 

Summary read and agreed to. 

Resolved, That the Report, as amended, be the Eleventh Report of the Committee to the 
House. 

Ordered, That the Chairman make the Report to the House. 

Ordered, That embargoed copies of the Report be made available, in accordance with the 
provisions of Standing Order No. 134 (Select committees (reports)). 

Several Memoranda were ordered to be reported to the House for printing with the 
Report. 

[Adjourned to a day and time to be fixed by the Chairman. 
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Q1 Chairman: Welcome to our first session on
unclaimed assets within the financial system. Could
you identify yourselves for the shorthand writer,
please.
Mr Storey: Good morning. My name is Patrick
Storey. I am a lead partner in the financial markets
group at Grant Thornton, which is a large firm of
chartered accountants and professional services. I
specialise in the retail financial services sector.
Mr Graham: I am Peter Graham, director of Grant
Thornton financial markets group.

Q2 Chairman: Thank you very much. I know the
involvement Grant Thornton has had in Ireland.
Could you outline briefly for the Committee your
role in the Irish dormant accounts experience.
Mr Storey: Yes, indeed. About two years ago, the
Irish Financial Regulator who is responsible for
policing and monitoring the Irish dormant accounts
legislation asked Grant Thornton to help it to
monitor the implementation of the statutory
regulations in Ireland. This involved us visiting a
number of financial institutions on behalf of the
Regulator to see whether those institutions were
applying the regulations according to the statute.

Q3 Chairman: In Ireland in 1997 it was estimated
that there were approximately ƒ3 million in
dormant or abandoned deposits. By 30 April, after
the first year of reawakening after the first run of the
legislation, ƒ196 million was remitted into the
dormant accounts. In the UK we have estimates
ranging from £400 million to £450 million to maybe
even £30 billion, so it is all wild. At the start in 1997
in Ireland we were talking about ƒ3 million and by
5 April 2003 that had changed enormously. How will
that impact on the UK, do you think?
Mr Storey: It first of all demonstrates how diYcult
it is and how diYcult it was in Ireland to estimate just
how much would be realised or how much lay
dormant in bank accounts. Perhaps we will come on
a little later to describe the technical diYculties that
the institutions will have had in identifying the
dormant accounts, but, as you say, the estimates in

Ireland range from ƒ3–6 million to ultimately ƒ196
million which was collected in the first year in 2003.
If we were to implement parallel regulations in the
UK—and I would emphasise the word “if” because
the proposals are fundamentally diVerent from the
structure in Ireland—then surely looking at the
population sizes initially, the population diVerential
between Ireland and the United Kingdom at the
relevant years, so we would be looking at a 15-year
dormancy and that takes us back to 1986–87, the
population diVerential between Ireland and the UK
is between 16–17 times. Multiplying, on the basis of
population, the amount that would be realised or
that could be lying dormant in UK accounts in the
UK, could be in the order of 2.2 billion and that is
without them looking at the diVerential in personal
wealth in the two countries at the relevant times. The
GDP per capita in the Republic of Ireland in 1986
was roughly half of what it was in the UK in 1993,
which would be the beginning of the dormancy
period we have been looking at in the UK. That is
pure mathematics.

Q4 Mr Newmark: In defining unclaimed assets, do
you think that 15 years is an appropriate term,
particularly when you look at the US, for example,
which I think has a shorter term.
Mr Storey: Yes, I am aware that some jurisdictions
have an extremely short term. It seems appropriate.
It is the most common period that seems to be used
in certain European jurisdictions and has been used
in the Republic of Ireland. The diYculty of defining
a very much shorter period of time is: are the
accounts in fact dormant or are they rainy day
accounts that people have left?

Q5 Mr Newmark: The proposed scheme minimum
criterion of dormancy is that there has been no
customer-initiated transactions for 15 years. Beyond
this, banks and building societies will be able to use
other forms of communication with customers as
evidence of customer activity. What issues is this
likely to raise?
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Mr Storey: Possible issues of objectivity but the
proposals I believe are very sensible. The Irish
process required a customer-initiated transaction. If
I can call upon my colleague Peter to describe the
diYculties there were in identifying “rainy day”
accounts.

Q6 Mr Newmark: Or retirement accounts.
Mr Storey: Or retirement accounts, that is right.
Mr Graham: Within the Republic of Ireland
legislation, for example, I could operate three
accounts. I could have my current account; my
regular savings account; and a rainy day account or
my daughter’s wedding account. My current
account I use weekly or daily; my regular savings I
use monthly; and because I have put the lump sum
into my rainy day or my daughter’s wedding
account, I do not touch it. In theory, that account,
under the rules in the Republic of Ireland, can
become dormant and transfer to the National
Treasury Management Agency dormant accounts
fund.

Q7 Mr Newmark: What happens in the case in which
I only have a retirement account or a rainy day
account? For me, I have stuVed some money for my
kids in an account that I leave there for when they go
to college. If, when they were born, my parents gave
me some money and I just shoved it into an account,
technically for 18 years that money could be just
sitting in an account doing nothing other than me
getting statements.
Mr Graham: In the Republic of Ireland, if you had
not transacted on that account that, in theory,
would become dormant. I do not live in the Republic
of Ireland, but—

Q8 Mr Newmark: It would be a bit absurd if I exist
and I have put money into an account for a number
of my children. A lot of parents do this. A lot of
parents will put money aside for their grandchildren
and say, “Here is some money for when they want to
go on to university.” That is an 18-year period. How
do you deal with those sorts of situations?
Mr Storey: For the record, I agree, the problem is
capturing the fact that you exist.

Q9 Chairman: When we visited the Republic of
Ireland we saw this, but I do not think Brooks was
on that visit.
Mr Graham: Within the Republic of Ireland
legislation, it is not a case of a guillotine comes down
or a portcullis comes down and a drawbridge comes
up and the account holder can never see that money
again. The legislation allows for a reawakening
period. On the first run through, that was a 12-
month period, the annual cycles followed.

Q10 Mr Newmark: So there is some mechanism to
try to identify who the people are.
Mr Graham: Definitely.
Mr Storey: On the other hand, the proposals which
oVer other means of identifying that the account is
still active seem eminently sensible. In the example

Peter has given, if you know and you are able to
objectively show that the customer is using a linked
current account, it seems sensible.

Q11 Mr Newmark: Should there be a minimum
amount in the account, like £100, for it to be
included?
Mr Storey: I do not think we have a view on that.

Q12 Peter Viggers: In the Irish model, was there
flexibility in the way banks could interpret the
definition of unclaimed assets?
Mr Storey: No. Absolutely not. It was a diYculty in
the presentation of that model. It created a level
playing field—absolute objectivity—but at the edges
there were some diYculties and that did put some of
the banks to disproportionate expense to identify,
particularly, excluded accounts.
Mr Graham: The registration in the Republic
allowed for certain exclusions of accounts which by
dint of the Act could not be dormant within the
definition. As far as the banking system is
concerned, if it is an account numbered 1, 2, 3, 4, that
is a cheque account; if it is numbered 5, 6, 7, 8 that is
a savings account. They did not know if that savings
account was necessarily a lien on that with regard to
other accounts. The eVort to which they had to go to
identify these to comply with the Act is an area that,
if I were allowed to rewrite the Republic’s rules
again, I might improve, but I am not.

Q13 Peter Viggers: Some banks will need to invest a
considerable amount of money in setting up the
structures here and reviewing the structures.
Mr Storey: Yes.
Peter Viggers: Will the legislation need to be
inflexible in order to force the banks to do this?

Q14 Chairman: There is not legislation proposed at
the moment in the Treasury documents.
Mr Storey: Will the legislation need to be inflexible?
If the rules or requirements are flexible, you must
expect flexible application of those rules. The one
merit of the Irish system was its objectivity and it did
create a common playing field, an even playing field,
and everybody was playing by the same set of rules.

Q15 Peter Viggers: Did your studies lead you in
discussions with the banks to any ideas about the
amount of money that the banks would lose by way
of the scheme of unclaimed assets being changed?
Because the banks obviously have been drawing
revenue from unclaimed assets; they must make up
for it somehow. Did your work lead you to any
discussion with them as to how much they would
have to recover in some other way from their
customers?
Mr Storey: No. The amounts that diVerent
institutions ended up paying over to the central fund
in the Republic of Ireland depended very much on
the maturity of those institutions. Clearly the newer,
younger institutions had far fewer dusty, genuinely
dormant accounts sitting in the background. For the
older institutions this will have depleted their asset
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base to a greater degree. We were focusing on the
application of the rules, not on the consequences for
the institutions.
Chairman: Just for the record, on Brooks’ point, in
terms of equalling balances, in 2003 to 2006 in the
Republic of Ireland over ƒ110 million was reclaimed
by people. I think that is helpful.

Q16 Mr Gauke: The Irish scheme was compulsory
though the UK government was proposing a
voluntary scheme for the UK. Do you think that is
feasible and what would be the advantages of the
voluntary scheme as opposed to a compulsory
scheme?
Mr Storey: I have some reservations about a
voluntary scheme in that it does not create the level
playing field that I have talked about in Ireland.
There are some distinct disadvantages of having a
very rigid structure such as the Irish model, but at
least the institutions know where they stand. The
concerns I would have is that whilst most
institutions would be very noble and I am sure enter
into the spirit of this there may be others that will
give it lip service.

Q17 Mr Gauke: Would you agree with that Mr
Graham?
Mr Graham: I would agree entirely. I remember my
auditing career starting oV in the early 90s in the
Royal Bank of Scotland, and we are in very
profitable times for these institutions and of course
it is easier to comply.

Q18 Mr Gauke: Do you see there being any
particular problems with the fact that it is self-
regulatory that it will be through the banking code
and that itself is a voluntary form of regulation, or
does that further increase the diYculties with the
voluntary system?
Mr Storey: I do not think it further increases it. I
think there is just an inherent diYculty in a
voluntary structure that you will have some who will
enter into the spirit of the structure and others who
will not, and that leads to competitive disadvantage.
I mentioned that there were some of the older
institutions which perhaps stood to suVer more in
terms of depleting their asset base. It is perhaps
unfair.

Q19 Mr Gauke: One possible solution that has been
put to us by the Commission on Unclaimed Assets is
the need for a regulator to ensure public confidence
that it is a level playing field. Are there any existing
bodies that you can see that would fulfil the role of
regulator and what would be the responsibilities of
such a regulator?
Mr Storey: First of all, I find it diYcult to
understand what the role of the regulator would be
if you have a voluntary process, except if you are
going to perhaps say what good boys we are in our
annual accounts and dissipating this process
perhaps, and the company’s auditors will vouch for
that, that it is a fair representation. So I find it
diYcult to see the role of a regulator at all in the
voluntary system. If it is a compulsory system there

are a range of options. I know that the Financial
Services Authority has been mentioned as a
potential body to regulate this set of rules. This is not
consistent with the FSA’s current role and it is not
consistent with the FSA’s more statutory objectives.
This is, I daresay, more of a fiscal process and
perhaps HM Revenue & Customs would be a more
appropriate regulator for the process. There are of
course a number of trade associations and we had a
self-regulatory system in the UK financial services
before the creation of the Financial Services
Authority, and it worked pretty successfully with
those self-regulatory organisations, so perhaps the
respective trade associations could step in. I do not
think we have a particular view. As I mentioned
earlier, the Irish financial regulator was designated
by the Irish legislation as the appropriate body to
police and monitor the Irish legislation.

Q20 Mr Todd: There is quite a lot of detail to be
worked on, how the central reclaim fund would
actually work. One area would be on the timetable
of the identification of accounts by an institution
and the collection by the central reclaim fund. What
do you think would be a reasonable timeframe for
that process to take place?
Mr Storey: If I can ask Peter to explain the Irish
experience.
Mr Storey: The Irish experience, as I have alluded to
before, allows for a reawakening period, so in the
first run through the legislation it was 31 March
2002, the depositing institutions had to identify
dormant accounts that had not been transacted
on for 15 years. There was then a 12-month
reawakening process, at which time the rules said
that if the balance was greater than X the account
holder had to be written to, there had to be notices
in branch’s and there had to be Press notification.

Q21 Mr Todd: Is that a rolling process? In other
words, what you are referring to is the start of the
exercise, and does that roll then because obviously
new accounts will become qualifiers under the
scheme as time goes on. Is the same gap imposed all
the way through or is that a one-oV to start the
scheme oV?
Mr Graham: The 12-month was a one-oV because
this had not been done before and there is an annual
identification on 30 September each year and for a
reawakening by the following 31 March.

Q22 Mr Todd: Then the transfer from the reclaim
fund to the disbursement agency, what sort of
interval are we talking about there?
Mr Graham: We were not involved in looking at that
aspect of the fund; we were merely looking at the
deposit takers and putting into the central pot.

Q23 Mr Todd: So what do you think would be a
reasonable interval between the receipt of the money
by the fund and its transfer of the proportion of it to
the disbursement agency?
Mr Storey: There is no reason why that should not
happen immediately. It is working out what
proportion it should be.
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Q24 Mr Todd: How frequent should those transfers
be, the transfers from the collection agency to the
disbursement agency?
Mr Storey: If the institutions are identifying and
paying over funds on an annual basis it makes sense
for that to happen at that time, or within a few days,
weeks, months later.

Q25 Mr Todd: If we followed the model that
happened in Ireland there presumably would be
pretty much a rolling process of transfers from the
institutions to the reclaim fund.
Mr Graham: That happens once a year in terms of
putting money into the central pot. However, when
the customer comes back to the deposit taker and
satisfies the deposit taker that they are the customer,
money goes out of the central pot or the reclaim pot,
the reserve accounts on a weekly basis.

Q26 Mr Todd: How should the money be handled
when it is in the reclaim fund? There is reference to
prudent management of the resource in the reclaim
fund, and are there any constraints that should be
placed on that?
Mr Storey: As the Chairman mentioned, the Irish
experience has been that despite the enormous
eVorts that the institutions have put into
reawakening accounts many have reawakened after
funds have been transferred to the Central Fund, so
it is I think relevant, to look at other jurisdictions
and the profiles of monies and to ensure that
suYcient is available.

Q27 Mr Todd: In other words one of the criteria
would be to have funds invested in relatively liquid
forms of investment so that you can transfer money
back out rapidly to a customer when they have been
identified?
Mr Storey: Yes.

Q28 Mr Todd: Is there a requirement to disclose the
investment profile of the monies transferred to the
reclaim fund, so obviously somebody can be in an
interesting earning account of some scale and
transferred to the reclaim fund, and is there a
requirement to disclose that interest rate to the fund
and say, “This was earning 5%” or whatever?
Mr Storey: No, that was not a requirement in
Ireland and frankly that would be an horrendous
administrative exercise for both the institutions
making the transfers and indeed for any central
funds to keep track of. You are talking about tens of
thousands, hundreds of thousands of individual
accounts.

Q29 Mr Todd: Particularly some of these dormant
accounts?
Mr Storey: Precisely, very odd characteristics. No, it
was an essential and, we believe, very valuable aspect
of the Irish system that the institutions needed to
retain very full information of the characteristics of
each account, the proceeds of which have been

passed to a central fund, so that if that account was
reawakened the customer could be put back into the
position in which he was previously. The central
fund had no such information; this therefore meant
that there were no security issues, it was not prone
to fraud, which is a serious issue to consider and the
administration burden placed on the central fund
was swept aside.

Q30 Chairman: You mentioned that the Irish
dormant scheme did not involve a central register of
dormant accounts, therefore minimising the flows of
information and keeping costs low. How feasible
would the establishment of a central register be in
the UK and what obstacles would it come up
against?
Mr Storey: It would be a nightmare in my view. It
would be an administrative nightmare and a very
costly exercise and fraught with fraud diYculties.
Mr Graham: I am sorry to interrupt, Mr McFall, but
one thing is very important to understand, that the
anti money laundering regulations in the United
Kingdom came in in 1993. Even when they came in
there were grand-fathering arrangements which
mean that I, as an existing customer of whichever
bank—NatWest Bank, National Westminster—the
National Westminster did not need to formally
identify me with electricity bills, driving licences,
passports, et cetera. So when you have this money
you will have “Todd M” might be the only
information you have on that account holder. There
will of course be an account number and a balance
in that account.

Q31 Chairman: Subsequent to the dormant accounts
being acted on in the Republic of Ireland life
insurance was brought into the scheme?
Mr Storey: That is the right, about two years
afterwards.

Q32 Chairman: What impact did this have? It has
not been envisaged here, that is why I am asking.
Mr Storey: Yes, although I think Mr Brown made
reference to it in his pre-budget speech two years ago
about the possibility of that following. In the
Republic of Ireland now the proceeds of unclaimed
life assurance policies are now subject to very similar
regulations to the dormant accounts that we are
currently discussing, but the Irish government left
two years for the dormant bank account regulations
to bed down.

Q33 Chairman: So it would be a good idea to have
the same thing here but giving a space in between
establishing the scheme and looking at life
insurance?
Mr Storey: I am not sure that I would express a view
as to whether it is a good thing to implement it or
not.
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Q34 Chairman: But it would be fertile ground?
Mr Storey: Yes.

Q35 Chairman: The Republic of Ireland Scheme, is
it successful and if it is successful what is that success
down to?
Mr Storey: It has been successful in releasing net
over those first three years still ƒ198 million for the
causes for which the fund was established. It did
create huge administrative burden and cost for the
institutions involved and particularly for the
dormant life assurance funds. That is an ongoing
cost—most of the banks are interested in it for
technical reasons. The banks and the insurers have
to employ more people to do more things. In our
view the secret of its success has been the creation of
a level playing field and that came about through
compulsion, although there were some
disadvantages in that.

Witnesses: Ms Susan Hitch, Chair, Mr Piers Le Marchant, Trustee, Mr Martin Thomas, Trustee, and Ms
Patricia Lankaster, Grant Giver, Balance Foundation, gave evidence.

Q38 Chairman: Good morning and welcome to this
evidence session. Could you identify yourselves for
the record, please?
Ms Hitch: I am Susan Hitch; I am the Chair of
Balance for just another couple of weeks.
Ms Lankaster: Patricia Lankaster.
Mr Marchant: Piers Le Marchant.
Mr Thomas: Martin Thomas.

Q39 Chairman: We have 30 minutes here and we are
delighted you have come along to give us evidence.
Could you summarise for us the work in which the
Balance Foundation has been involved and where
the idea came from?
Ms Hitch: Balance is a charity which has existed to
set up and test a particular mechanism for the release
of unclaimed assets. We have done it, we have
released a whole lot, we have set up the mechanism
and we are now promulgating it. It came from an
idea which Piers, who works for Lehman Brothers,
had, together with Martin Thomas when he was
working for the Bank of England, so I am going to
ask them to explain it.
Mr Marchant: The background for the idea came
from my role at Lehman Brothers, where I am
European Legal Director and Managing Director.
As part of that role I was regularly contacted at the
end of each year and requested by the finance
department as to whether we could take some of the
unclaimed monies into the balance sheet and
therefore the profit and loss account.

Q40 Chairman: This was just for investment banks,
Piers?
Mr Marchant: This was just investment banks;
Lehman Brothers is purely an American investment
bank as opposed to a commercial bank. The result
of those queries, each year I was saying, “No, you
cannot do that” and each year I saw the same
amounts of unclaimed money growing notch by

Q36 Chairman: If we have a voluntary scheme here
what incentive would there be for financial
institutions to ensure that they get the maximum
returns to remit?
Mr Graham: Other than demonstrating good
cooperative citizenship?

Q37 Chairman: Yes.
Mr Graham: Cynically one finds it hard to
understand why there is a benefit.
Mr Storey: It will be inconsistent with the objectives
of the institution to maximise shareholder/
policyholder wealth.
Chairman: Can I thank you for your evidence and
also for your written submission and your help to us
before we went to the Republic of Ireland. We did
get a lot out of that visit, which was largely down to
yourselves. Thank you very much.

notch rather than the amount decreasing. So the idea
formed which was really between myself and Martin
Thomas in discussions of creating a scheme that we
initially discussed with the FSA on an informal basis
and the basic idea was how do you improve the
situation for a consumer while also releasing the
money to the charitable sector? The diYculty that a
consumer has in relation to holding cash with a bank
is that bank’s insolvency; so, in a Barings type
situation, when the bank goes down you take the
credit risk on that bank. The thought was that if we
could created a pooled insurance policy that would
back the release of money to the charitable sector
then you could improve the credit risk that the
consumer had because it would no longer have a
credit risk purely on the financial institution, it
would have it on a pooled insurance policy, and at
the same time you would then be able to release the
unclaimed money into the charitable sector. And
that was really the basics of the idea that Martin and
myself formulated and discussed with Susan and the
team as part of Lord Sainsbury’s oYce—
particularly it was the Gatsby Foundation.

Q41 Chairman: Martin, do you want to add
anything to that?
Mr Thomas: I will just say three things around that,
which might be helpful for your inquiry. The first
one is that the Balance project and charity, as it
quickly became, was wholly voluntary and was
based on and completely took advantage of the fact
that all the investment banks who participated did so
with open alacrity. That is the first point. The reason
I make that point is that there is a fundamental
distinction between the nature in legal analysis—and
I gather you have just had Grant Thornton, so you
will have had it in accounting analysis—of an asset
held by a stockbroker, if I can use an old-fashioned
but simple expression—they are not called that any
longer—and money held by a bank. As Piers has
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said, an asset held by a stockbroker is not on its
balance sheet, it is held, as they say, “in custody”,
like having it in a cupboard, so from the
stockbroker’s point of view they cannot use it—it is
not theirs, it never was theirs—it is an easy win for
them to give it up to charity. Money at a bank, as I
suspect you all know, is diVerent, it is part of the
bank to the extent that a high street bank gives up
£10 to charity they are by £10 a smaller bank. The
second point I would make—the same thing again
from a diVerent perspective—the financial markets,
the wholesale markets, the markets in which
investment banks such as Lehman Brothers
operates, are almost entirely intermediated markets,
by which I mean almost all of the wealth and assets
that are in any shape or form in play belong to
somebody else. So it is, if I can put it that way, a
natural vein that one might want to mine for assets
which have become disunited from their owners
because the owner is almost never the person who
actually has it. The third and final point I would
make is that we found throughout the Balance
story—with which, by the way, simply for your
record I must add that I am not connected. The form
I saw describes me as a Trustee of Balance—I
resigned from the board in 2004 because at the time
the Bank of England sent me to the European
Commission overseas. This all takes advantage of
and to do with the progress of computerisation and
technology. Everybody is conscious of the fact—
perhaps at diVerent levels of ability to articulate it
specifically—that we are moving into an era where
the disconnect between an asset and its owner will
become less and less frequent because computers will
tie everything up. Therefore, we are currently going
through a phase where there is an addition spur for
people who have dormant assets to find a solution
because the fact that they are dormant will be put
into an ever harsher light as the march of progress
goes forward.

Q42 Mr Gauke: The evidence that we have received
from retail banks and building societies, that one of
the main reasons why assets are unclaimed is
because of customers failing to inform the banks and
building societies of a change of address, and the
evidence we have from you seems to suggest that
actually computerisation and loss of corporate
memory, because of mergers and what have you,
play a big role. Is that because we are looking at
slightly diVerent sectors and it is diVerent for
investment banks than it is for retail banks?
Ms Hitch: Yes, in part. I think there are some real
diVerences and I think that the biggest diVerence is
the one that Martin has just gone over which I think
is the most important of all. I think that the second
is precisely that one, though I want to stress in the
first place that we at the beginning of this were just
guessing and as far as we can see guessing is what
anybody does until you put a mechanism in and start
working it, so that we have had a few surprises on the
way in discovering where the money came from in
the end and how much there was at diVerent stages.
We have already touched on the way that this looks
as if it is going to be a dwindling problem or indeed

resource, whichever way you think of it, and I think
we have had surprises on the way where we have
discovered, for example, that when you go back into
the records, before computerisation, what you get is
in some ways perhaps a slightly smaller sum than the
kind of mega sums that were being talked about as
guesses in the first place and then a much larger
stream on until its eventual dwindling. So the shape
of that money was diVerent and it came in slightly
diVerent proportions from the Aunt Emily’s £600
and the individual customer, and corporate activity.
Mr Marchant: The way that the investment bank
money was split up was really into two buckets. You
still had the individuals’ money within some
investment banks that was sitting there, but you also
very much had large quantities of unclaimed money
where one corporation had been doing business with
another corporation and there was a disagreement
as to the amount of money owed. There is a good
reason that after a one-year period that remains
permanently dormant, and that is because of the
closing of the accounts on an annual basis of a
corporation, and so if a corporation decides it
actually did miscount and forget money it held
elsewhere it then needs to reopen its accounts for the
previous year, which makes it very unlikely that the
corporation does want to take those sorts of sums
back, and therefore the money arising through
transactions commercial counterpart to commercial
counterpart tend to also give rise to large pools of
unclaimed monies. What I would also add though is
the Balance Foundation project and certainly what
we are seeing is very much an annuity scheme. These
amounts of money are continuously accumulating
year by year and we would expect the investment
banks to continue to release on an annual basis.
While I completely accept Martin’s point in relation
to the advance of technology, what we have also seen
is increasing amounts of money on the investment
banking side remaining unclaimed because of the
number of transactions. So while computers have
made identification easier they have also given rise to
a greater pool of assets rather than a smaller pool of
assets because of the frequency and volume of
transactions.
Ms Hitch: We are closing Balance in a month or so,
not because Balance has worked but because we
have the mechanism now, which anybody can pick
up and take—I have brought you copies in case you
are all interested—and use to release more in
perpetuity. So it exists, it is out there, it is completely
usable, and we do not see there being a moment at
which we say that the job of release is done—the job
of designing the mechanism is done.

Q43 Mr Gauke: In your view are banks as successful
at finding dormant savers as they are dormant
borrowers, and if not why not? Other than the
obvious!
Ms Hitch: Ours have been very cooperative. As I am
not a customer of an investment bank and I am not
borrowing from one I do not know how hard they
would work at me—I expect they would—but
actually the banks that have signed up to our
voluntary scheme have seen real advantage on both
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sides and have cooperated with us all the way along
the line. The interesting thing is that now we have
existed for several years there were investment banks
that had early conversations with us, and it does
require work from the investment bank that actually
does it, and they had conversations with us two years
ago, three years ago and it looked to us as though it
had died, and actually it has not, so we are now
finding that there are people picking up and using
the mechanism that we thought had decided they
were not interested and were not going to do the
work, and actually they have been quietly getting on
with it and we are finding that stuV is now happily
being released when we thought it would not be.

Q44 Mr Gauke: Can I ask briefly about letter
writing? The BBA and BSA do not propose that
letters should be sent to the last known address of
dormant account holders. How important do you
think a letter to the last known address is in reuniting
account holders with their funds?
Mr Marchant: Certainly our experience and belief is
that it is important. It was critical in part of the
FSA’s agreement for the investment banks to release
the money. They had two requirements: one, the
writing of the letter; secondly, the insurance policy.
It seems to us that letters are regularly written in the
form of statements in any event. We have found that
these letters can be computer generated because
eVectively what you are doing is identifying an
amount that would otherwise be on the valuation
statement in any event, so it is not a very manual
exercise, it is one that can be achieved through
automation, and therefore from my perspective it is
not burdensome, it is one that could be easily
achieved and I think that it is a significant event for
an individual’s deposit with a bank to be moved to a
central fund away from the bank and one of which
an individual ought to be notified.
Mr Thomas: I do not have anything to say about
whether retail customers should be contacted by
letter or not in my experience only in the wholesale.
There is a cost point—and you probably have this
already—generally speaking retail banking, if you
stay in credit, is free, and therefore for the retail bank
to write to a customer is an expense for that bank—a
very small expense but an expense. On the wholesale
market side, the inter-bank market side, which is the
centre of gravity of where Balance was active, from
time to time—we have not measured it—there will
be amounts—I do not know the amounts—£7000,
something like that, £5000, where the cost of
incurring the many professional fees necessary to
find the true owner would be as great as or greater
than the amount involved because you would have
to pay your accountants and somebody else would
have to pay their accountants and everybody else
has to have lawyers and the thing has to go through
so many hoops that you reach the point where—
again, as I say, I do not know what the figure is, but
let us say for this £7000—you would spend £7000 to
reunite £7000. So from the wholesale side the burden
of going through the Balance mechanism—and I use

the word burden ironically because it is not much of
a burden—is extremely small compared with what
would otherwise have to happen.

Q45 Mr Gauke: Is there any argument for saying
that it does not particularly matter whether account
holders are informed that their account is going to be
transferred because they are treated in just the same
way under the new situation as they were in the
previous situation?
Ms Hitch: I think that is a very powerful argument.
In practice it is a question of trust, that the problem
with saying by whatever means—in our case buying
insurance—you have exactly the same right in
perpetuity to take your money back with all the
interest it will have accrued if it can be identified and
you are identified as the owner. So it should be
possible simply to put it to use, pay a bit more on
insurance because of course it increases—if you have
not made a big attempt to reunite it—the chance that
people will come back and reclaim, but that you can
do it straight away almost and that you do not have
to make big eVorts. I think that the problem there is
not really one of substance, it is one of trust in the
system, and I think it is very important for banking
trust in the system and consumer trust in general that
those eVorts be seen to have been made.

Q46 Mr Todd: The precise mechanism that the so-
called reclaim fund will operate under has not been
defined as yet. How long do you think there should
be between the point where an asset that has been
unclaimed is identified by a bank and the sum is
transferred to the central reclaim fund?
Ms Hitch: I am going to hand this over to the
technicians to answer because I think there is a point
of principle here, which is very like the one I have
just made, which is that if you are absolutely sure
that your reclaim mechanisms really work then you
can do it quite fast. But I think in practice there are
diVerences between the retail and the wholesale
sector.
Mr Marchant: Can I start with the wholesale sector?
In the wholesale sector under the Balance experience
we took a period that was three years and that was
in agreement with the Financial Services Authority.
That three-year period, I think a large degree of the
comfort from that came from what I mentioned at
the outset, that actually we were improving the
credit-worthiness of the counterpart for the
underlying investor. Also there was an experience of
going through looking at what happened after a
certain number of years and how likely future claims
were because obviously if you are under the scheme
that Balance set up a premium needed to be paid to
the insurance policy and therefore if there were lots
of claims in year two there was no point in using that
as a cut-oV point, you would end up paying more
into the insurance industry than you would you be
able to release to the charitable sector. So there came
a natural point where the unclaimed assets really saw
very little activity, and that was around the three-
year point. As regards the retail banks—and Martin
may be able to speak more from his experience on
the Bank of England side—one of the issues there is
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when have they themselves treated an account as
dormant? So looking at their own practices to date
my understanding is that that period can be around
the six-year mark. Therefore the proposal, as I
understand it, to use a 15-year mark seems to me a
long way out and certainly beyond the level of
practice that already exists within the wholesale
sector.

Q47 Mr Todd: But that does not quite cover the
point I was making, which was the interval between
the point where you do accept that an asset has not
been properly identified and is lost from its customer
and the point where it is transferred, which is really
the interval in which you give the financial
institution the task of carrying out the checks of
writing letters and so on.
Mr Marchant: I apologise.

Q48 Mr Todd: The Irish example, I think there was
a 12-month initial interval which was in place and
then a change to six months once the scheme was
going. Do those seem reasonable intervals for
carrying out the various tasks involved?
Mr Marchant: Yes, it absolutely does; six months, if
anything, seem long to me. The sort of interval in
practice that the investment banks are operating
under is approximately a three-one one.
Mr Thomas: Can I add one thing to that, purely in
support? Surely you do not want it to be a fixed
period, exactly for the point that Piers has made,
that you will find quickly you will have experience
about the extent to which dormant accounts turn out
to be claimed after all. Really the length of time both
for the definition of dormancy—which is not your
question—and for the waiting room period, which is
your question, is really an actuarial matter; you can
simply do it by statistics and you will find that over
time it might or might not get longer or shorter.

Q49 Mr Todd: Yes, but we will probably want to
define this in law; but I accept the point you are
making. What about the interval between the
reclaim fund receiving the money and it being
transferred for disbursement? Again, that is a
process issue of their analysis of what has been
transferred to them and, to some extent, the
experience—and this is an actuarial point—the
proportion of funds that are then reclaimed after
they have gone to the reclaim fund. What sort of
reasonable period should be put in place there?
Ms Hitch: I think this is an interesting one because
I see that the earlier period will probably have to be
enshrined in law and I rather like the 12 months
because it seems to me to behove us to be generous to
the banks’ administrative needs at that point. Once
it is really up and operating it seems to me that any
reclaim fund should be budgeting ahead of time,
working out what it is going to do with the money
and then spending it when it comes in the way any
other disperser should. But there are going to be a
few years in the first place—a couple of years at least

at the beginning—where you are not really going to
know with any great accuracy how much is going to
come in, except that there is going to be a lot, and
that therefore if you could structure something that
was pretty flexible at that stage in the first place that
would seem wise to me.

Q50 Mr Todd: I was going to ask what they do with
the money when they have it, the reclaim fund, the
rules that they should have in place of managing that
asset? What sort of constraints should they operate
under because they will be sitting on this money and
expecting to make a return on it? What constraints
should be in place?
Ms Hitch: Could I put a bit of context on this?

Q51 Chairman: The quick answer, please.
Ms Hitch: I am also a Commissioner on the
Commission on Unclaimed Assets so I have those
views about it, but from the Balance point of view we
were not primarily interested in distribution; we had
a little exemplary of grant programme to show how
you could do it really well, which Patricia ran. But as
to the distribution from the reclaim fund as you have
designed it—does anybody have any comments?
Mr Marchant: I would just make one. Not being part
of the Commission on Unclaimed Assets I do think
that the concept of using it in a leveraged way, i.e.
through the creation of a bank of a mechanism
which can benefit not just pound for pound but
potentially leveraging the money that is coming in
and use it in a leverage manner is the right
mechanism.

Q52 Mr Mudie: That is just where I want to go really.
Would you say to the Committee that the model you
have built up, have you been primarily interested in
how you got your hands on the assets or are you
equally as proud of a model of how you distribute it
to the best eVect?
Ms Hitch: We are extremely proud of how we
distributed the very small proportion of the money
that was released, that was granted back to us. So all
our running costs were paid for by charity—

Q53 Mr Mudie: No, Susan, we have not much
time—
Ms Hitch: It was small.

Q54 Mr Mudie: Yes, it was small, but do you have
anything to say to the Committee as to your
approach or the Social Investment Bank approach?
How do they diVer, which one do you prefer, do you
have views?
Ms Lankaster: Can I just say that I advised on the
whole approach to grant making and the message
was very clear that we needed to get the money out
as quickly as possible through an open application
process in an area of social need. So we adopted a
very conventional but eYcient grant-making
programme. We had thought that if much more
money came into balance then we would think about



3740051001 Page Type [O] 31-07-07 00:30:12 Pag Table: COENEW PPSysB Unit: PAG1

Treasury Committee: Evidence Ev 9

15 May 2007 Ms Susan Hitch, Mr Piers Le Marchant, Mr Martin Thomas and Ms Patricia Lankaster

it diVerently. So it was a very traditional but eVective
model that we adopted in an area that was not
terribly interesting to other grant makers.

Q55 Mr Mudie: So therefore when you now move to
a national scheme with far larger sums you would
not press your model, you would prefer the social
bank investment model, is that what you are saying?
Ms Lankaster: No, I am not saying that. I am just
explaining what Balance did.

Q56 Mr Mudie: What would you say then?
Ms Lankaster: I had not really thought about that.
The problem is that the model we use for Balance is
actually quite similar to the big lottery fund in a way
and the Social Investment Bank approach is more
entrepreneurial, but I think there might be room for
both approaches.
Mr Marchant: Can I just mention, as perhaps a bit
of an outside observer on this side of it, that one of
the things I thought was excellent in the way that
Susan and Patricia put the giving part together was
that it brought together many of the major charities
that had already supported the Balance Foundation,
and so it created a dialogue between them and an
understanding of perhaps the diVerent areas of focus
they had and therefore the gaps that may be existed
as a result of where the major charities were
currently looking at their giving.

Q57 Mr Mudie: In the minute I have, just carry on,
Patricia, when you mention the lottery. Coming
from a deprived constituency I am not a great
favourite of the lottery in terms of it ever reaching
the people that really need it. Too many middle class
people intervene, too many authorities intervene
with very good applications rather than the deprived
person. How do you see the Social Investment Bank
not replicating the advantages to the deprived of the
lottery fund approach?
Ms Lankaster: I have to pass that to Susan because
I do not know enough about it.
Ms Hitch: I think that the Social Investment Bank
would have the capacity not just to wholesale the
money but to enable people to ask for it. I think there
is a problem of capacity among the disadvantaged in
general; there is the same that the disadvantaged
have in using and accessing ordinary bank accounts.
But I think to be, like the Social Investment Bank,
set up and I hope it will be set up, in a framework of
capacity building so that local small charities could
be privileged within it in the sense that they would be
helped with the know-how to use it as well as given
the access to it.
Ms Lankaster: I would like to add one thing to that.
We did not publicise particularly the grant making
programme of Balance. The first year we had 800
applications, the majority from very small local
charities working with disadvantaged older people
and the second year we had 600, and we did go out of

our way to stress that we were looking for local and
regional applications as much as national ones, and
I think that is very important.
Ms Hitch: And we got them and we met them.

Q58 Peter Viggers: Were there any diYculties with
the insurance policy that underpins the scheme and,
drawing on that experience, do you envisage that it
would be possible to set up a broader insurance
policy on a broader scheme if that is the way that the
government decides to proceed? And I ought to
declare my interest in the insurance industry.
Mr Marchant: We were very pleasantly surprised by
how easy it was to establish the insurance policy,
largely because of the tracking that the banks have
to carry out in any event of the history in relation to
the unclaimed money and correspondence and
claims on that unclaimed money. So because it was
actuarially quite easy to be able to establish how
much was out flowing on an annual basis the
insurance company found it fairly easy to be able to
calculate the sort of premiums that they would need
to charge in relation to the unclaimed balances. It is
pre-determinant on the books and records of the
bank being up to date and being clean and kept in
good order, but that is something that the bank
should be doing in any event as part of their general
good housekeeping. But as long as those books and
records were in order then it was something that the
insurance company had no diYculty in providing an
insurance scheme for and it probably took us only
about five to six months of discussions in order to be
able to establishment that it did truly work. I
personally see no reason why it should not be
available in other sectors, not just retail banking but
also, for instance, in the insurance market and
unclaimed insurance policies.

Q59 Chairman: Can you tell me what percentage of
the investment bank sector signed up to this
initiative?
Mr Marchant: It depends how you judge it, by
number of banks or by the percentage of the market
share they have? As percentage of market share I
would say that probably between 70 and 80% of
market share of the banks—certainly all of the large
ones, Lehman Brothers, UBS, Goldman Sachs,
HSBC and others all signed up. I think where it
became a little more controversial was for the
commercial banks who also had an investment
banking arm.

Q60 Chairman: Why did not the commercial banks
and the building societies think about this before, do
you think?
Ms Hitch: It is a good question.
Mr Thomas: May I? On your previous question, just
to support what Piers said, the investment banks
who seemed supportive of it included those whose
centre of gravity is not in the UK—and there are a
great many. The other point is to say that investment
banks have a trade association called LIBA—
London Investment Banking Association—who are
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very supportive as well. There is no formal
mechanism in the Balance story for signing up or
not—you simply go by anecdote on how many
people seem to be doing it. Why did the banks and
building societies not think about this for
themselves? I do not know, but I want to go back to
my very first remark in today’s meeting, which is that
the dormant asset in a bank belongs to the bank, the
dormant asset in a stockbroker belongs to the client.
There is a fundamental diVerence which underlies, I

Witnesses: Mr David Clark, Chairman, Mr Malcolm Hayday, Chief Executive, Charity Bank, Mr John
Goodfellow, Chief Executive, and Ms Gill Davidson, Secretary and General Manager, Skipton Building
Society, gave evidence.

Q62 Chairman: Good morning and welcome. Can
you introduce yourselves for the record, please?
Ms Davidson: Gill Davidson, Secretary and General
Manager of Skipton Building Society.
Mr Goodfellow: John Goodfellow, Chief Executive,
Skipton Building Society.
Mr Clark: I am David Clark and I am Chairman of
Charity Bank.
Mr Hayday: Malcolm Hayday, Chief Executive of
Charity Bank.

Q63 Chairman: We have 30 minutes to get through
this. What is your view of the proposed unclaimed
assets scheme laid out in the consultation paper by
the Treasury? If we start with Skipton, please?
Mr Goodfellow: I guess we were driven to submit
evidence to the Committee because the diYculty we
feel—and it seems to be a very pertinent one and it
has been touched on already this morning—there is
a huge diVerence between someone who has a bank
account with a bank and someone who has an
investment account with a building society, and that
diVerence is membership and ownership and all the
rights that attach to the membership and ownership.
Of course, it is quite incongruous that the 15 years
term that has been chosen will take you back to the
mid-90s when there was a large number of building
society demutualisations. To me it is absolutely
crazy that the account that is now dormant with the
Halifax, say, will be captured by the scheme but the
shares that were granted to the person who had the
account at the time the Halifax converted will not be
captured by the scheme and it just seems to me
absolutely pointless to have a scheme which does
that.

Q64 Chairman: So we should get the shares captured
as well?
Mr Goodfellow: Why not? Absolutely why not
because you are capturing mutual members, shares,
because that is in eVect what you are doing, but you
are not capturing plc shareholders.

Q65 Chairman: Mr Goodfellow, we are doing
nothing; we are just taking evidence!
Mr Goodfellow: I am merely making a point. It is the
first time I have ever heard you say you do nothing!

am sure, everything you will have heard this
morning from Grant Thornton on the accounting
treatment.

Q61 Chairman: Thank you very much for your
evidence, it is very helpful to us, and I am grateful to
you for your written submissions as well.
Mr Marchant: Thank you very much. I have also
brought a stack of copies of the Balance report,
which gives the mechanism.

Q66 Chairman: David?
Mr Clark: We come from the rather privileged angle
that once all the problems we have been discussing
this morning are solved in how to identify the assets
and put them into a fund it is then perhaps our
experience in Charity Bank that may be of
assistance. We do not have the experience of
knowing how to identify where the funds and the
assets might be; what we have experience of is
managing charity funds and, most of all, lending to
charities. We are both a bank and we are a charity.
There are three particular missions which relate
partly to depositors and investors, but our key
mission is to lend to not for profit organisations,
which means charities, and we lend money into the
community, and we are attracted to having the
details come out of this scheme for the potential
opportunity that we have to be able to help you with
identifying where and how the monies may go and
be invested into the community.

Q67 Mr Fallon: Mr Goodfellow, the Halifax
Building Society has already started an exercise to
try to reunify people with their forgotten accounts.
Are you going to do the same sort of thing before
this scheme gets going?
Mr Goodfellow: Firstly I have to point out that the
Halifax Building Society does not exist; Halifax plc
exists. In the interests of our members—this is not
driven by any interest on our part or indeed interest
on the part of the scheme—we try to find them.
These are people who have, for whatever reason, lost
contact with us. They are generally not on the voters’
roll because that is the most obvious and easiest way
to find someone in this country, so, yes, we will
continue to try. But how successful we will be I have
no view.

Q68 Mr Fallon: I want to be clear, is that part of your
normal work?
Mr Goodfellow: That is part of our normal work.

Q69 Mr Fallon: You are not mounting any special
initiative prior, the scheme itself coming into
operation?
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Mr Goodfellow: Assuming the scheme comes in to
operation we would expect to redo all the ones that
we have done in the past to see if we can find them
yet again; I think that is all we can do.

Q70 Mr Fallon: Do you use third party agents?
Mr Goodfellow: Yes, we do.

Q71 John Thurso: Can I go back to the point you
made about mutuals because I would like to clear
that up so that I have an exact understanding of it?
The Halifax demutualised, I had an account at the
time, I get some shares, I maintain the account. The
account becomes dormant but meanwhile I have the
shares and because they are mine and I have sold
them all, or whatever, therefore that split. But the
point with an existing mutual such as yourself is that
the share and the investment in the bank are one and
the same thing.
Mr Goodfellow: Are one and the same.

Q72 John Thurso: Therefore by, if you like, taking
the dormant account you are actually removing my
property interest as a shareowner in the mutual?
Mr Goodfellow: I think the best way to understand
it is that it raises the whole question of are you still
a member of the mutual if the account is transferred?
There is a belief at the moment, I think the popular
theory is that, yes, you will retain your membership,
but that will need a change to the rules of all the
mutuals.

Q73 John Thurso: In your submission I think you
said that the principle of utilising unclaimed assets
proposed by the Treasury is accepted, so what you
are looking for, if I get this straight, from whatever
comes forth from the Treasury is a formula that
takes account of that, that either clarifies it in law or
exempts the mutuals?
Mr Goodfellow: That recognises the diYculties that
a mutual is in compared to a bank.

Q74 John Thurso: Thank you for clarifying that.
Under the current proposals do any of you envisage
any inconvenience or cost for the dormant account
holder when they eventually come to reactivate
their account?
Mr Goodfellow: I do not really think it is any
diVerent from the current situation. Someone will
appear with the passbook and say, “I have found
this, it was my mother’s, who has died,” or whatever.
There is a process to calculate actually what the sub-
balance is in the account and pay it. It is not painful
and it does not particularly take time. It is not
diYcult and I do not see it being any more diYcult
in the future.

Q75 John Thurso: Is there any way in which
customers could be told or informed that their
accounts have been transferred to the central fund?
Presumably not because if you could find them—
Mr Goodfellow: If we could find them they would be
dealt with. It is one of the diYculties.

Q76 John Thurso: I am answering my own question!
We will get a long way quickly at this rate! Let me
ask you one last question: how will the institutions
maintain customer records? Will it be a system of
memorandum accounts running a shadow book of
accrued interest, or will you just carry on running the
thing as normal with a flag on saying that it has gone
dormant? Are you going to have problems there?
Mr Goodfellow: We do not generally run the
accounting side of it, the financial side of it but we
will run the membership side, so the last known
name and address, et cetera, side, so that you can
start the proof of ownership, if it turns up.

Q77 Chairman: To take the point that John just
mentioned about the shares. You want people to
remain members of the building society but building
societies vary in terms of the amount of money that
has to be there to retain being a member—from, say,
£1 to £100. Is there not a way through the Treasury,
if this scheme comes into vogue, that you could say,
“Let us transfer money to the central fund where we
can keep suYcient in to retain their membership”?
Mr Goodfellow: I think it is the recognition that
membership is an issue which mutuals have, which
the banks do not have. As a voluntary scheme the
change of rules needs to be placed before the
members by the board—who can say the board will
all want to do that? Secondly, the members, of
course, have to approve it, and where is a mutual
placed if the members say, “No, we do not agree with
this voluntary scheme”? I think it could be quite
diYcult.

Q78 Jim Cousins: Just on this specific point. Some
mutuals do not allow membership accession rights
on death. I do not know what your own practice is
but that has the tendency to create apparently
dormant accounts which are held notionally by the
executors of the previous member.
Mr Goodfellow: When a member dies the account is
in theory held by his estate, however his estate is
represented, whether it be executors or the will has
been proven. There is no concept of transferring
membership—membership is an individual thing, it
belongs to an individual and when you die it ceases.
There is no concept as far as I know of transferring
members.

Q79 Jim Cousins: Exactly, so you will have a number
of dormant accounts which are held notionally by
executors, who wish to maintain the concept of
membership.
Mr Goodfellow: Once they are run by executors they
would not normally go dormant of course, if they
have been resurrected almost. The reason for the
dormancy may well have been the person’s death but
once an executor is appointed it is no longer
dormant.

Q80 Jim Cousins: The National Savings and
Investment are suggesting that they are excluded
from the scheme. I wonder what view you have
about that?
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Mr Goodfellow: I wish I was as creative as the
National Savings and Investment for avoiding the
scheme.

Q81 Jim Cousins: What is your view about that,
Mr Hayday?
Mr Hayday: I think we take the view that if this
scheme is to be applied to the financial services
sector it should be applied across as wide a range of
the financial services sector as possible; so that
would include national savings, it would include
credit balances on credit cards, a whole range of
things.

Q82 Jim Cousins: But not necessarily insurance?
Mr Hayday: It should include insurance as well

Q83 Jim Cousins: So your view would be that the
attempted exclusion of National Savings and
Investment—
Mr Goodfellow: It is unfortunate. I think if we are
operating on the principle of unclaimed assets
should be transferred for the public good then it
should apply across the whole of the financial
services on as wide a basis as we can do it.

Q84 Jim Cousins: My next question is more for Mr
Clark and Mr Hayday. The previous witnesses have
just said that they regard the idea of leverage
through a social investment bank rather than
actually giving grants directly where you only get
one on one benefit rather than maybe two on one,
three on one or possibly a great deal more, as being
an attractive feature. How do you view that?
Mr Hayday: We listened intently to the evidence
before and indeed we have had discussions with the
putative social investment banks’ thinkers on this
and I am inclined to agree with the comment made
by one of the witnesses that there is room, given the
amount involved, for a number of particular models
in this. A social investment bank would have to be
quite well defined. What an investment bank does is
not necessarily what a social investment bank would
necessarily do. May I also point out that the
definition of a bank does not hinge around what it
does with its money, it is where the money comes
from. A bank is something which takes deposits and
it would be the diVerence, for example, in what
experience we could bring as a bank, where we do
take deposits and we do lend them to charities,
which is more of a retail type of operation, than, for
example, a social investment bank that might use the
funds in, for example, venture capital, in lending, in
grant making and in other forms of risk, but they
would not be taking deposits from the public. So
there are a number of models here, and we heard our
colleagues from Balance talking about grant
making. So somewhere between granting, lending
and being more creative there are a number of
potential levels and in that they are not mutually
exclusive in that sense.

Q85 Jim Cousins: Two points there. One is that you
have there suggested that this new vehicle, what it
might be, had a lending role, so that itself became

involved in retail banking activities in some form.
Do you not think that that raises some quite serious
issues of probity?
Mr Clark: Just to clarify that, our focus of attention
clearly is on the reclaim fund. What we are
suggesting is that the reclaim fund might wish it to
lend to charities. It would not have to be a bank to
do so, it might want to come to the Charity Bank, the
Social Investment Bank and other people who have
experience of that type of lending and that type of
investing, which is highly specialised and relatively
new. But it itself would not necessarily need to be a
bank.

Q86 Jim Cousins: Whether it was a bank or not if it
itself, whatever it was, was involved in lending
activities that would require the acquisition of a
whole new battery of skills and a whole new battery
of market considerations as against other potential
lenders.
Mr Clark: Indeed. May I ask to give our thinking on
this because we have had quite a close rapport?
Mr Hayday: The way we see the Social Investment
Bank is that it would act very much in a wholesale
capacity, bringing liquidity to other intermediaries
in the market place, so we would not necessarily see
it as lending directly to end beneficiary
organisations. But I think there is also a role for it in
making small capacity building grants, as witnesses
from the Balance Foundation said earlier, because
many organisations, particularly in small, deprived
communities, actually lack the capacity to take
advantage of these types of instruments at the
present time.

Q87 Jim Cousins: Let us be clear about this. You are
there suggesting that this new vehicle, whatever it
might be, should be involved in grant giving where it
adds to financial capacity or expertise. Are you
suggesting that this new vehicle, like the Balance
Foundation arm, should just give grants to anyone
that was considered worthy?
Mr Hayday: No. I would suggest that they are
actually two very diVerent skills and that you do
need two diVerent sets of competences.

Q88 Jim Cousins: So any grant-giving role of this
new vehicle should be limited to this area of raising
financial capacity?
Mr Hayday: Yes.
Mr Clark: Chairman, may I just add to that? In the
way we have read the paper there are two elements
to the reclaim fund. One is the element that says
there must be enough money in there, accessible,
prudently managed, to be able to give back to the
people who then legitimately arrive and say,
“Actually it is our money.” The second element is
the re-distributive element of the reclaim fund,
which is the second phase of how to get money into
the community, and what we are hearing and what
we are saying is that it might be through grant, it
might be through the sort of lending that we do—
which is of a more micro level than would happen in
a social investment bank—and indeed there is the
Social Investment Bank. But there is a range of
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options within that which actually would work
together once the market has gone into the reclaim
fund, which has those two very clear elements to it.

Q89 Peter Viggers: Charity Bank has experience of
the Unclaimed Assets Register and indeed was the
first bank to join that scheme. Would you explain
how that works and what caused you to join it?
Mr Hayday: Charity Bank was founded on an
absolute principle of transparency, and we thought,
therefore, right at the very beginning, that we needed
to have systems in place that fully protected
customers and potential beneficiaries of customers
in time to come. So we decided to sign up with the
Unclaimed Assets Register to make it clear to any
relative, if you like, of an account holder, that in the
event that somehow, for one reason or another, they
became divorced from the relationship there was a
form of access for them through the register that
would enable them to track whether or not their
relative, estate had an account with us. Although we
are only five years old we are just beginning to come
to the point where a number of our deposit holders
are dying, so we are now getting a number of estates
contacting us and saying, “We understand that you
have an account”, and it is working very eYciency.

Q90 Peter Viggers: What data transfer is necessary
under the scheme you are proposing to operate?
Mr Hayday: At this stage it is really too early to be
very specific about that, so I would not try and come
up with details that we have not yet worked through.

Q91 Peter Viggers: The Commission on Unclaimed
Assets has released proposals for a central register,
which would eVectively combine the schemes run by
the BBA, the BSA and the NS&I, as well as having
the flexibility to respond to new kinds of assets being
added. Do you support those proposals? Have you
discussed that proposal with the Unclaimed Assets
Register?
Mr Hayday: I think we take the view that there has
to be improvement on what has gone on in the past
because in a way if there had been a perfect system
how come we have an unclaimed assets situation?
We believe that the banks and the building societies
have taken steps to improve that but we have not
actually seen the fine detail.

Q92 Peter Viggers: Have you addressed the issue of
data privacy in relation to transfer of information?
Mr Hayday: Yes, we are signed up to the Data
Protection Act.

Q93 Peter Viggers: It has been suggested that it
might be better to transfer the bare minimum of
information, such as the number and value of
dormant accounts being transferred, as in the Irish
scheme, thus minimising the running costs of the
central reclaim fund and worries about data privacy.
Do you have a view on that level of privacy?

Mr Clark: No, only in that sense that we would agree
that it must be done with minimum cost otherwise it
does not make sense. But then each individual
institution’s experience will build up and they can
get their own satisfaction, but how the centre
operates has to be something for general agreement.

Q94 Peter Viggers: Has your consideration of these
schemes in general led you to speculate about the
amount of unclaimed assets that might eventually
be around?
Mr Clark: Led us to speculate certainly, but to a
conclusion definitely not. The amounts that were
mentioned in the earlier part of this hearing, whether
it is in the region of £400 or £500 or multiples of that
are less relevant to us than where we as Charity Bank
might be able to help working with other
institutions. I think what I would say to that, if I
may, Chairman, is that the amount of money,
whatever it is, is a big amount of money—it is a big
amount of money. The experience that we have had,
particularly of lending into charities and getting
money into charities and communities, that need it,
is actually quite diYcult. People are often reluctant
to take on debt finance and if an option for the
reclaim fund and what happens after the reclaim
fund releases money for distribution—if that is an
option—work would need to be done with
communities, with charities, the particularly
disadvantaged, to say, “This money is here, this is
how you might be able to use it.” To give you an
example on that, the average size of our loan is only
around £100,000. We have much bigger ones and we
have much smaller ones, but in the context of
hundreds of millions, potentially, quite a lot of work
needs to be done on the communities themselves in
terms of how they might want to access that money,
and I think that is most relevant in the size case.

Q95 Chairman: You mention a big amount of
money; at what level does it start becoming a big
amount of money?
Mr Clark: To a charity a big amount of money is
when they have it to use what they want it for.

Q96 Mr Love: I wanted to ask you a completely
diVerent question. I want to go back to Mr
Goodfellow and this issue of membership. In your
submission you say that we have to clarify, and you
have indicated some of the areas we need to clarify.
I wanted to get a little more clarity from you as a
representative of a building society movement, and I
am thinking in particular about some of the changes
that you have talked about—the demutualisation
phase, some of the changes that occurred subsequent
to demutualisation, in particular charitable
assignment. How would you see membership
working where the sums were transferred and
presumably the membership was transferred but
then the member came out of the woodwork? Would
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they become a new member or would they revert
back to their older membership, which may carry
more benefits than new members?
Mr Goodfellow: If they came out of the woodwork,
using your phrase, they would revert to their old
membership. Most of the chargeable assignments,
but not all, are five years in terms. So to all intents
and purposes the chargeable assignment aspects
would be lost in the 15 years to get to dormancy-type
situations, one period being longer than the other. I
think what is much more questioning in my mind, at
the moment there is a merger which is going through
its various stages between Nationwide and Portman
and that involves payments to the Portman
members. If one of those accounts was dormant
what would happen to that payment? Would it
actually be paid, would it be paid to the Unclaimed
Asset Fund? I do not know the answer to this, and
these, I think, are important questions that in a
voluntary scheme it just compounds the problem of
getting the same consistent answer to them.

Q97 Mr Love: I pick up on that word you used about
consistent. On a voluntary scheme one would
assume that each building society would pass
through rule change that would be appropriate in
the circumstances, and no doubt there would be
guidance. But if it is voluntary that guidance would
not be chosen. How important is consistency
between building societies and indeed demutualised
and other banks?
Mr Goodfellow: I think it is vital because where you
do not get consistency and then someone feels ill
treated by the treatment of one particular society it
is a problem. We saw it in some of the
demutualisations, those problems created by
inconsistency.

Q98 Chairman: On our visit to Dublin we noticed
that the building society issue had been dealt with by
their scheme, but we take the point that it is a
complex issue, particularly in a voluntary
arrangement. In your submissions, Mr Goodfellow,
you mentioned the option of small financial
institutions being able to distribute monies in their
own area. Do you want to elaborate on that before
we go? It ties up with George’s point earlier on.
Mr Goodfellow: I think one of the reasons for us
putting it in is we have done some testing with our
members to try and find out what our members think
of all this, because it seems to us that it is a voluntary
scheme and we have to try to find out what they
think. There were two interesting statistics that came
out of it. Statistics are always just statistics and I give
you them as nothing more than statistics, but in
some way they are a surprise. Half our members
were happy about the unclaimed asset proposals—
we thought it would be a small proportion, but it was
roughly fifty-fifty. There was a majority against but
it was only a small majority against. But in terms of
what should happen to the money 88% did not
expect it to go to the government, and that to me
says it is a big issue that we need to get very clear
about what is happening to this money, and there
have to be some proposals that members can sign up

to. Anything, I think, that leaves it in local control
and the control of the institution, et cetera, will help
to solve that problem.

Q99 Chairman: That is very helpful to us. George’s
point about the national lottery going to certain
areas and maybe missing out in the low income
areas, do you think that your proposals of allowing
small financial institutions to distribute it could
overcome the problems that George highlighted?
Mr Goodfellow: I think provided that there was some
mechanism—and I think it was highlighting the
problem of people who are perhaps incapable even
of asking for help—some process to get that help to
them then, yes, I think they can get the help, but this
ability to ask for help may not be there.

Q100 Mr Love: Can I ask the Charity Bank—and it
comes back to this issue about the balance of the way
the way that the money is used, following on from
the point that the Chairman has just made—often
people who will want to access funding in some form
will be considered by the organisation not to have
the capacity to do that and therefore they may be
rejected. To what extent will they team up with that
end of the organisation that is providing grants to fill
the capacity to ensure the smooth transfer from an
organisation that is not capable to one that is
capable, to one that can then give, and what would
be the balance of funding between the two? If you do
what George is suggesting, spend more money in
deprived areas, will that not shift the balance from
lending or giving money to help them to capacity
building?
Mr Hayday: Initially because of the need, if you like,
to develop the market place there would probably be
a disproportionate emphasis on capacity building
and grant maker, but what we are beginning to see
in the voluntary sector already are grant makers,
lenders, venture capitalists working together to
prepare mixed funding packages to meet the various
levels of risk inherent in many of these operations,
and I think uniquely in a way that this moment of
time with the unclaimed assets enables us to put
some real weight behind that type of mixed economy
of funding.

Q101 Mr Mudie: Triodos say that the market is
already there for this capacity building—the market
is already there, players like yourself are there. Is the
Social Investment Bank just coming into a market
that is already being served and unnecessarily.
Mr Hayday: Chairman, realistically we are talking
about something that probably is not going to see
the light of day for another two or three years by the
time that legislation and everything has been
enacted. At that point I would see a market place
that is going to be in very real need of wholesaling
capacity and therefore I think we must plan now for
a social investment bank that will actually be
operational in two, three, maybe four years’ time, at
which point many of the organisations that started
three, four, five years ago, will be in need of
recapitalising as they go to the next stage of
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development. The danger is that we leave it for three
or four years and then find that when we most need
it it is too late.
Mr Clark: Chairman, I think that relates partly to
your question concerning amount and size and how
big, in that the social investment bank would be
looking at a diVerent set of objectives in that sense,
and the bank that we are managing, Charity Bank, is

a deposit taker as well and there are other charitable
missions with that. So it would not be moving into
the same market space. What we would see is us
working with a separate investment bank to create
the sort of package that Malcolm is talking about.
Chairman: Can I thank you for your written
submission and your evidence to us this morning; it
has been very helpful to us.
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Q102 Chairman: Good morning and welcome to our
inquiry into unclaimed assets within the financial
services system. Can you identify yourselves for the
shorthand writer, please, starting with Adrian?
Mr Coles: Adrian Coles, Director General of the
Building Societies Association.
Mr Cornish: Iain Cornish, Chairman of the Building
Societies Association and Chief Executive of
Yorkshire Building Society.
Ms Knight: Angela Knight, Chief Executive of the
British Bankers’ Association
Mr Chisnall: Paul Chisnall, Executive Director of
the British Bankers’ Association.

Q103 Chairman: You are all welcome. The BBA and
the BSA have worked closely with the Government
in designing proposals for an unclaimed assets
scheme. Is that because you recognise a need to do
something or, rather, you fear that the Government
might impose a less flexible system if you do not
show your eagerness to act? Adrian, how about you,
since you smiled?
Mr Coles: Thank you, Chairman, for the friendly
approach; I was encouraged by you to smile. I think
we are taking part in it because we believe that
something should be done about dormant accounts.
There are significant amounts of money, amounting
to hundreds of millions of pounds collectively,
across the widely defined banking system in dormant
accounts. Banks and building societies are doing a
lot to reunite customers with dormant accounts,
with lost accounts, but if, after all the eVorts of the
banking system, it is not possible to reunite, then it
is probably sensible to move along the lines
suggested in the consultation document that the
Treasury put out, the introduction of which was
signed by myself and Angela as well.

Q104 Chairman: Angela, you mentioned in your
submission about the experience of the Irish scheme.
As a committee we visited the Republic of Ireland
and took evidence on it. What was your experience
of the Irish scheme?
Ms Knight: It clearly works well, but there are two
issues which we discussed with the Irish scheme, and
I believe that you will no doubt have had the same
comment as well, Chairman. The first is that they
were very much in favour of a 15-year period,
because that fits in with the right sort of experience,
but they were concerned about the way that the Irish

scheme had operated in terms of the definition of
what was a dormant account and what was not, and
there it was entirely transactional based, which is all
right as far as its goes but does not necessarily give
the flexibility that fits in with what individuals do
and individuals in conjunction with their financial
services company. We think that if we go for the
same sort of rigidity that dormancy is based only on
a transaction issue, then we will end up with what
has happened in the Irish scheme, and that is some
accounts being put to dormancy where actually the
financial institution did know the individual. So, we
want a bit of flexibility within how we define
dormancy, and that is what we have said to you in
our response.

Q105 Chairman: The Irish scheme was a compulsory
scheme; it was mandatory. Would you like the
same here?
Ms Knight: The thing that we have proposed, as you
know, is a scheme that operates within a statutory
framework, and one of the reasons for proposing
what we have proposed is that actually a lot of it is
what is working at the moment. Adrian has just
mentioned the fact that the Building Societies
Association and ourselves have been running, let us
call it, a reunification project, call it what you like,
for now about six years, and certainly as far as the
BBA is concerned, we are getting literally thousands
and thousands of hits on our website. We have done
a lot of work, brought together something like
40,000 people with their money. They did not know
where their money was. It seems to us that what is
operating now does operate well. We have got, I
think, 42 banks that are all signed up to it—that is
just about everybody that we know who oVers
accounts. So, when you have got a system that
operates, when you have got a procedure that has
been working for some years, when you have got the
numbers that we have got in terms of both helping
people find their institution, getting people reunited,
I would say that to build on what we have got is
probably the best way forward.

Q106 Chairman: You will be aware that in the Irish
scheme the Bank’s initial estimates of dormant
balances was in the region of three million euros but
the eventual figure transferred was just under 200
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million euros, in fact 186 million euros. Can we
expect, therefore, to see a much larger pool of
transfers in the UK?
Ms Knight: I do not think it is quite like for like as
far as the Irish scheme and the UK scheme are
concerned in terms of who is in that Irish pool,
because they have put the Post OYce in there and
that is the same, or equivalent in this context, of
National Savings. National Savings is not in there as
far as we are concerned. Secondly, perhaps I could
explain what we have done as the BBA and why we
think the figures that we have provided to you are
reasoned and sensible ones. We have been back and
checked with our members now two or three times,
so we have got some real substance for the figures
that we have presented to you. We gave you 250 to
350 million, Chairman. The second thing is that
there has been quite a lot of merger, acquisition,
takeover within the UK, there has be a lot of activity
over a number of years of banks with refurbishing
their databases, refurbishing their systems and, as I
say, bringing customer bases together. The third
thing is that people are much more aware of what is
happening right now about dormant accounts. This
inquiry and, indeed, the original government
announcement has wised people up. There will be a
lot more attention given to this area when the
reunification programmes are launched. Right now
we are seeing double the number of hits, double the
number of contacts we had before. The estimate we
have given you of 250 to 350 is based on substance
and we have been back a couple of times to get
confirmation.

Q107 Chairman: You mentioned reunification of
funds. 40% of the funds in the Irish scheme were
returned to account holders as part of that
reunification exercise. Do your estimates take into
account the likely reclaim of funds by customers?
Mr Chisnall: No, they do not. The figures that we
have given are the amount that we believe currently
is the stock of unclaimed moneys in bank and
building society accounts. Clearly, we were
proposing there would be a reunification exercise
before an unclaimed assets scheme.

Q108 Chairman: You have not got figures for that.
Mr Chisnall: We have not. It is in the future. All I
would add is if we look at the scale of the figures that
we have given to you, we believe that that reflects the
high level of reunification that has already taken
place than actually had already existed.

Q109 Chairman: The 400 million total that you are
talking about transferring will obviously be less if
there is going to be a reunification of 40%, will it not?
Mr Cornish: Perhaps I can give some practical
insight based on our own experience. Our starting
figure, based on a trawl through our computer
records and transactions that customers have
initiated, was around about £11–12 million. We have
now started manually going through all the paper
files, going back, obviously, many years, to see if
there is any evidence of other customer activity
which would give us grounds to believe we could

reunite customers with their assets, and certainly for
the larger balance accounts we are finding that
roughly half of those accounts, we believe, we will be
fairly straightforwardly be able to reunite people
with their money; so our estimate might actually
come down by 40–50%.

Q110 Chairman: In that case, rather than £400
million, it could be £200 million transferred to
unclaimed assets.
Mr Coles: Chairman, I should say at this stage, the
BSA has increased its estimate over the last few
weeks since we submitted written evidence to you of
the amount in building society accounts.

Q111 Chairman: You said £50–70 million?
Mr Coles: We said to you £50–70 million, and
building societies have been looking more carefully
over the last four weeks or so, as we have initiated
another inquiry of our members on how much
money is involved, and our latest estimate, based on
revision by one or two large societies, is now £150
million but still ignoring any potential reunification
activity of the type that Iain has just been talking
about.

Q112 Chairman: That is a three-fold increase. Does
that apply for the banks then, Angela?
Ms Knight: No. We rechecked ourselves very
recently, both directly with the major banks and
then with a selection of smaller banks, and we are
sticking with our current estimate. To just underline
what has just been said, if I may, Chairman, that 250
to 350 million which we have given as our estimate,
and it is a reasoned estimate, we do not know how
much of that will be reclaimed during a reclamation
exercise. We are just not sure.

Q113 Chairman: Do your estimates include those
accounts in which the institution has identified that
the customer is active despite there being no record
of transactions, for example, by voting in AGMs or
contacting the bank by telephone?
Mr Coles: The definition that we try to use is “lost
account”, not just “dormant”, not just where there
has been no activity but where the institution, the
building society in our case, just cannot contact the
customer. Building on Angela’s point from earlier, it
is important that the UK scheme, as compared to the
Irish scheme, includes voting at AGM, a call to a call
centre, a visit to a branch, even when there has been
no activity on the account, because what we really
want to isolate here is not dormant accounts, it is
absolutely lost accounts where there is no chance at
all of the customer having any relationship with the
institution because they have just totally
disappeared.

Q114 Chairman: What about the banks on that
point?
Mr Chisnall: Again, our figure is the current stock of
moneys sitting in dormant accounts according to the
definitions proposed. I think, as we have already
said, there are reasons why the figure does not look
to be a comparable basis to the Irish scheme, the
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point being that there has been a lot of
reorganisation within the UK banking system—
there have been demutualisations, there have been
mergers. On each of those instances there will have
been customer reunification and, therefore, what we
are saying is we think that a lot of that reunification
that took place in Ireland has already taken place as
far as the UK banks are concerned. In terms of the
250 to 350 million, there will be some of that money
in which the customer will be traceable, but I think
it will be a lower proportion than you saw in Ireland.

Q115 Mr Fallon: For people who count money, you
seem remarkably hazy about how much is actually
there. I am not quite clear, Mrs Knight. In
paragraph 35 you say your figure is corroborated
“by cross-reference to the experience of the Irish
scheme” and then you cannot say whether or not
40% of it would in fact be reunited. So, is it
corroborated or is it not corroborated?
Mr Chisnall: We think it is corroborated because
what we have done, we have made estimates before
reunification and, of course, when the Irish scheme
actually started to look at their numbers, they came
up with a far clearer view of what they had got in
there than at the start. Where we were trying to get
some sort of feel, which I thought was the right thing
to do as the BBA, is to whether the numbers we were
receiving were in the right sort of ball park or not, in
addition to going back to our members, we looked
to see what was the reality once the Irish banks had
started to really focus on this (what was the reality
of their numbers versus the reality of ours) and,
therefore, we did come up with numbers that we felt
broadly comparable.

Q116 Mr Fallon: What is the answer to my question?
If you are 350 million, what percentage will be
reunified, do you expect? Is it 40%, or is it lower?
Ms Knight: No, it will be lower than that because of
the reasons that my colleague, Paul Chisnall, has
given.

Q117 Mr Fallon: So what will it be?
Ms Knight: And that is that a lot of the work which
the Irish banks had not actually undertaken has
already been done by our members. It is very diYcult
to give you an answer to the question, because you
are asking me what is going to be the eVect of
individuals getting in touch with institutions with
which they have had no contact for a number of
years, but where we do believe that there is a real
need to ensure that there is a diVerence between us
and the Irish scheme is this definition of dormancy:
because if it is only transaction based, then we would
be saying more of this money will not be reclaimed,
and we do not think that that is quite right. We think
the right thing to do is, where there is knowledge of
the individual, regardless of whether a transaction
has taken place in 15 years, that individual has a
right to their account.

Q118 Mr Todd: If the money is passed over to the
reclaim fund and then the account holder is
identified, will there be any cost in reactivating the

account? How are you intending to maintain a
record of that account and any interest that might be
earned on it?
Mr Coles: It is up to the institution to keep a record
of the account, and it will be up to the institution to
keep a record of the account even when this new
scheme comes; so I do not think the introduction of
the scheme will have any particular implications for
customers. This is very much behind the scenes as far
as the customer is concerned. They will still be able
to reclaim their money in the same way.

Q119 Mr Todd: I was suggesting there will be some
implications for you, in that there may be some costs
involved in reactivating an account which you had
placed into some sort of diVerent—
Mr Cornish: The costs, I do not think, will come at
the point of reactivation, they will come in doing the
systems work to identify these accounts and the costs
will come in actually doing the reunification exercise.
Once that has been done, when a customer walks in,
the marginal cost of essentially reactivating the
account at that point will be the minimum.

Q120 Mr Todd: Is there any particular reason why
customers would be told that their account had
actually been transferred or the value of their
account had been transferred to the reclaimed fund?
Mr Cornish: I think you would want to avoid that.
There is no reason why you should have to tell them
that. It would make no practical diVerence. They
would be able to receive their money in exactly the
same way as someone who has had an account that
was not dormant.

Q121 Mr Todd: Is eVectively what is going to happen
that you would maintain a shadow account but the
value of the sum in it would be transferred to the
reclaim fund and in all other senses the account
would continue to exist as it had done; so any
interest earned would be accrued to the account and
you would maintain the records precisely as if it had
been a normal account?
Ms Knight: That is correct. Of course, the reason it
has been transferred is because the financial
institution cannot find the customer in the first
instance, but the records will stay. If it is a bank, they
will stay with the bank; if it is a building society, they
will stay with the building society.

Q122 Angela Eagle: I am wondering, Mrs Knight,
about your issues on flexibility and defining
dormancy. Is it not a recipe for complete uncertainty
if you have flexibility? Is it not better to undertake a
scheme such as this with a pretty firm definition of
what dormancy is?
Ms Knight: There are two choices. You are
absolutely right. You can say, “Okay, an account
will be dormant and be declared dormant if no
transaction and no transaction only has taken place
in 15 years”, and if that is the case, then, as the Irish
experience shows, they are transferring money to
dormancy where they, the bank, know perfectly well
who the individual was. The individual may have
telephoned them, they may have come into a branch
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and had a chat, but because a transaction had not
taken place, they still had to declare that account
dormant, and that is not reasonable.

Q123 Angela Eagle: Are you talking about a more
flexible definition of dormancy?
Ms Knight: Absolutely.

Q124 Angela Eagle: By that do you mean more
sophisticated rather than simple? If there is
uncertainty as to what constitutes dormancy, that is
going to throw the whole system into disarray; but if
you have a more sophisticated definition of
dormancy, say 15 years plus two attempts to
contact, or something, surely that provides you with
the certainty rather than this idea that dormancy can
be defined by each financial institution to suit its own
purposes?
Ms Knight: We are not looking for something as
open-ended as that. What we have said is that a
financial institution should be permitted to take into
account other forms of customer activity in
determining whether an account is truly dormant,
and examples of that we gave—correspondence,
telephone calls, e-mails and, of course, as far as the
building societies are concerned voting at an AGM.
We can come up with a list, but I think that it is quite
interesting to see what it is that some customers do;
and that is that they will have an account and they
do not actually touch that account, in the form of a
transaction, for a long period of time. That does not
mean that they do not know it is there; it does not
mean that the bank does not know the name and the
details of that individual.

Q125 Angela Eagle: But surely that sort of
individual would respond to your reunification
process. If I had an account that I had not touched
and the bank telephoned me or sent me a letter
saying, “If you do not claim your account, it will go
into dormancy and the Government will give the
money to charity”, I might do something about that.
Ms Knight: Yes, but I am exactly fine about that.
That is why we say we want that ability to have a
definition which does not just say, “You must do a
transaction.” As long as there is a contact and the
contact has been responded to, we think that that is
fine, but that means that the account should not
necessarily be pushed into dormancy.
Mr Coles: But we will not be writing to customers
telling them that their account is going into
dormancy and the Government will somehow get
hold of that money. The essential feature is that we
will be reassuring customers that the money is
always theirs.
Mr Chisnall: But let us be clear, the Irish legislation
is very inflexible. Unless there is a transaction on the
account, at the 15-year point the money has to be
transferred. So do you end up with correspondence
that says, “We need you to come and put a pound
into this ISA account, otherwise the money will be
transferred.” We are trying to avoid that situation
because it is very clear that there are saving accounts
that people have, but if you are confident that the
customer is at a current address, that other accounts

are being serviced from that address (the customer
might be paying a mortgage from that address) and
you have the confidence in that address that you are
still sending an annual statement on that account,
then I think you can be reasonably certain that the
customer is aware of that money but, despite the fact
that you have written to them saying, “We need you
to come in and make a transaction on this account”,
the customer decides: “Why should I be obliged do
that?” People have busy lives, they do not respond to
correspondence in that way, and all we are
suggesting is that, if we look at the basis of the Irish
Act and want to take what we think is appropriate
and want to deal with what we think perhaps could
have been done better with the benefit of hindsight,
then actually striking the legislation on a basis that
permits institutions to take account of the
knowledge that they have of their customer actually
would be a sensible thing to do.

Q126 Angela Eagle: What benefits are there to banks
as institutions and other financial institutions which
collect savings deposits to having dormant
accounts? They just use the money and make profits
on it without really incurring any costs. Is that the
case?
Mr Cornish: We are a building society, so any profit
that we make is ultimately to the benefit of our
existing members. But, I think, getting that in some
sort of context, we have a £17 billion balance sheet.
We are talking about a maximum of £12 million of
dormant money. We make, at the very most, 1% on
that, so we are not making huge amounts of profits
for our money on anything which is currently
defined as dormant.

Q127 Angela Eagle: And for non-mutual
commercial—
Ms Knight: The amounts are, in eVect, immaterial in
the scheme of things, the numbers of the banks, but
perhaps there is a point worth making that, of
course, one of the reasons why we have been looking
at some aspects of this legislation is because there
does need to be a legal release from the accounting
standards for this money. So, that is one of the
reasons why we do need some sort of legal change to
the banking standard which makes banks show what
the amount of money is and is a separate identifiable
pot to be transferred across, but in terms of the
totality it is actually a very small amount.

Q128 Angela Eagle: What percentage in general of
the commercial banks’ profits or turnover are these
sums likely to be?
Mr Chisnall: Very, very small.

Q129 Angela Eagle: One, two?
Ms Knight: No, much less than that.

Q130 Chairman: It would be quite handy for a rainy
day though.
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Ms Knight: It would be quite handy for a rainy day
no doubt for those who are receiving the money in
terms of good causes, but, indeed, particularly for
the individuals who find their lost account,
Chairman.

Q131 Chairman: Mr Cornish, you say you are
looking at 1%. That is not a very good deal, is it, a
1% return on your 12 million? It is not a very good
investment, is it?
Mr Cornish: That would be the maximum amount of
profit we would make. The amount of interest paid
to the customers concerned would be higher than
that.

Q132 Chairman: Have you been doing anything for
that 1% profit up to now?
Mr Cornish: Essentially, the nature of a building
society or the nature of any mutual is that any profits
that are made are, in some shape or form, returned
to the membership, either in the form of better
interest rates or stronger reserves.

Q133 John Thurso: Have you any idea of the average
size of the account that we might be talking about,
or is that a meaningless figure?
Mr Coles: The National Consumer Council
Commission on Unclaimed Assets market research
that was in their evidence suggests that over half of
all lost accounts or inactive accounts have less than
£10 in them and a further quarter have £49 or less,
and that seems to corroborate the sort of
information that building societies are giving us.
Mr Cornish: Our own figures are 75% of accounts
have less than £10 and 95% have less than £100.
Ms Knight: We do not have the specific answer, we
just know that the overwhelming majority are likely
to be less than £100.

Q134 John Thurso: So what we are talking—
Ms Knight: Large numbers of small.

Q135 John Thurso: In the totality of the big number
we are actually talking about a vast number of very
small accounts?
Ms Knight: Correct.
Mr Coles: And a very small number of larger
accounts.

Q136 John Thurso: Thank you.
Ms Knight: Intuitively, of course, that is correct, that
it is small amounts of money which people say, “Oh
well”, they will walk away from.

Q137 John Thurso: I have got one myself actually.
Ms Knight: I think we are all looking!
Mr Mudie: That explains the 12 million
straightaway.
Chairman: You have not declared an interest here!

Q138 John Thurso: In January the BSA said, “We
will be contacting customers to make sure that they
have not lost touch with their savings. This will
involve us writing to millions of people in a way
never done before.” Can you confirm that that is in

fact taking place and that your members intend to
write to all local customers prior to their accounts
being transferred?
Mr Coles: It depends whether or not the building
society has already received a response, any sort of
communication, saying, “Not known at this
address” or, “Gone away”, and for fraud prevention
reasons you would not keep sending confidential
information about accounts to those sorts of
addresses. Then, on those that do not come into that
category, you take diVerent approaches. For
accounts with less than £10 in you do not try as hard
as you would with an account with, say, £25,000 in.
It is not always universally welcomed when you do
contact people. We have had an example with one
building society recently. They were delighted to
have found a customer with whom they had had no
contact for many, many years who had £27,000 in
the account. When the secretary of the society rang
the individual up she was extremely annoyed that the
building society had used a private detective to track
her down and could not understand why the
building society needed to know where she was. She
knew where the building society was and that was all
that was important. So, it is not universally
welcomed, the tracking activity that building
societies undertake, but we will be doing our best to
get into contact with every lost account holder, even
if it causes annoyance to some customers.

Q139 John Thurso: I am slightly taken aback by the
idea that somebody does not want to know where
their £27,000 is?
Mr Coles: They knew where it was. The building
society did not know where she was. Their eVorts to
track her down caused considerable annoyance to
her.

Q140 John Thurso: Does this come back to the point
that you were making that that person clearly knows
where they were, and presumably was receiving
statements, et cetera, and therefore it was not
actually a dormant account at all?
Ms Knight: No, that is entirely the point. That is an
extreme case, it is quite an interesting case, but the
very fact that people do not do a transaction on the
account does not mean they have lost it, it does not
mean they do not know it is there, it means they have
decided not to do a transaction on that account.
Clearly, in the run up to this legislation taking eVect,
there will be a lot of reunification type actions taking
place. Writing letters to places where you know
people are not does not strike us as the most relevant
one, and the more, if I may say, that we get articles
such as that, whether one believes it or not, the more
people will be coming forward for their money. So,
there are lots of diVerent ways of getting people to
take some action about money they have left behind
and they are not sure where they have left it.

Q141 John Thurso: The Government proposals
specifically do not propose that letters should be sent
to people at their last known address. Do you think
that is a lacuna in the proposals? Do you think that
should be in there?
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Ms Knight: I do not think it is a lacuna necessarily
in the proposals, because for a number of years with
accounts where banks are trying to get in touch with
their customer they will have been writing to the last
known addresses anyway. So, having a mandatory
requirement to write to that last known address
which they have already written to and already
received no reply to, and no doubt on more than one
occasion, does not seem to be the most appropriate
way forward. Therefore, we do not think it is an
omission in the legislation, we think it is a
commonsense approach to the variety of diVerent
ways in which all our banks will be trying to
recontact people who had banked with them some
time ago and from whom they have not heard.

Q142 John Thurso: A variety of schemes have been
set up by the BBA, the BSA and some individual
institutions to trace dormant account holders, and I
know that in February the Halifax announced a
fairly comprehensive scheme. What are the other
institutions doing to match what the Halifax has
done?
Mr Coles: It is important to bear in mind, again,
another statistic from the National Consumer
Council Research, only 9% of those with inactive
accounts say in that market research that they do not
know how to get in touch with the institution or do
not know how to make contact with their account.
So, that means that 91%, broadly speaking, are
aware of the account, know how to make contact
with it and are able to access it. What we are doing
is ensuring that we get good press coverage for our
scheme. We have improved our scheme so that you
can fill in our lost accounts claim form directly on
the website now, you do not need to print it out and
post it oV any more; we have electronified the
arrangements for sending it oV to societies, there is
no paper involved at our end any more; so it is done
much more eYciently than used to be the case.
Individual building societies are upping their eVort,
despite the example I gave you, to use tracing agents
in the case of large accounts and to publicise the
existence of lost amounts from small accounts so
that we can reunify as many people as possible with
their money.

Q143 John Thurso: I was interested in that case you
gave because it has been stated that the banks and
the institutions are a bit reactive in their tracing
process, whereas that seems to me to be fairly
proactive?
Mr Coles: Building societies are both. If you have
got large accounts, then you want to be proactive,
but you cannot spend huge amounts of money on
reuniting someone with a five pound account that
they last transacted on in 1983.

Q144 John Thurso: Is there anything proactive that
can be done for those small accounts?
Ms Knight: Yes, I think there is, and once we know
the legislation is going through, that is the point at
which there will be very considerable and well
publicised eVort put into getting individuals aware
of the issue and trying to get in touch with them.

Also, of course, one of the important things about
the publicity is that it will bring people forward. I
brought with me some numbers of what has
happened in our own area over the last few years,
because since we started the service we have dealt
with 40,000 claims we have fielded twice that number
of telephone inquiries, but that is only the tip of the
iceberg. The website, which has got general
guidance, took 149,000 serious visits last year and we
are running at a much higher rate this year. So, what
that is saying is that people are starting to look
actively at the money they have lost. If you go on to
Google and put in “dormant accounts”, right at the
top of the first page comes the BBA’s free tracing
service. I think an important point, a point that
Adrian has also made, is that actually we have been
oVering this service free, and when one matches that
up with the sorts of average amounts that we know
of, or are expecting. in these accounts, we do think
that it is important that there is this free service
available from the two associations. It is easy to get
in touch with us in all sorts of diVerent ways, and
certainly, once the greater amount of publicity
comes out following the passage of the legislation,
we are expecting many more people getting in touch
and a much bigger ability to try and get people back
together with their money.

Q145 Chairman: Do you have a percentage figure for
reunification with accounts based on your website?
Ms Knight: Yes. We have handled 40,000 claims. So
that is where individuals have got information one
way or another, either directly from the website or
they have filled in the form, and our people inside the
BBA have then found the account and put the
individual in touch with the relevant financial
institution.

Q146 Chairman: Of those 40,000 how many have
been reunited with their accounts?
Ms Knight: Those are the 40,000. That is what I am
saying. That is 40,000.

Q147 Chairman: The 40,000 is what?
Ms Knight: It is 40,000 claims which we have
ourselves personally handled. There is a range of
other information provided. When an individual
gets in touch, if they know their financial institution,
we put them in touch, we hand out leaflets, all those
sorts of things. We do not know the success rate of
that because that is information provision, but this
is where people have come to us and they have said,
“We have an account but we do not know which
financial institution.” We have found the financial
institution and we have put the two together.

Q148 Chairman: On John’s point about tracing
customers, we have had evidence from the
Commission on Unclaimed Assets who quote the
Managing Director of Experian’s unclaimed assets
register, and he states that, drawing on data from a
vast resource of active records managed, Experian
can find someone’s new address from a previous
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address with a 60–70% success rate. In reconciling
this, will you be considering using someone like
Experian?
Mr Cornish: I speak for us as an institution.
Precisely—that is exactly the sort of source—and
there are other providers of similar searches that we
would use. I think we should also say, they clearly
charge for that service, so there will still be a cost
benefit that applies.

Q149 Chairman: Is anyone using it at the moment,
any company?
Mr Coles: I do not know if any building society is, I
am afraid.

Q150 Chairman: You are not using it.
Mr Cornish: We do actually have access to Experian
databases in-house and we are using some of the
data for our in-house—

Q151 Chairman: But you are not using it directly to
get to people’s unclaimed assets?
Mr Cornish: Not at this stage, but we will be.

Q152 Mr Mudie: Angela, about this reunification.
You say it has been going for six years. Is this the
result: 40,000 people reunited with their accounts? Is
that what you have been doing?
Ms Knight: That we know of, yes, that we have done
ourselves. But, equally so, there has been a far wider
provision of information to individuals as to how to
go about reclaiming their money when they know
which institution it was with. For example, you have
got an individual who started life in Leeds, had a
bank account in Leeds, then moved and ended up in
London, perhaps in Westminster—I wonder why I
chose Leeds and Westminster.

Q153 Mr Mudie: When you need the brass you come
back to Leeds!
Ms Knight: They need the brass. The electorate
spoke. Where do they go? You would know where to
go, but individuals do not necessarily. They do not
know, because they always went into one branch in
Leeds, whether they can go into another bank here,
or whatever. So, they can get the information from
ourselves and, as I say, thousands and thousands of
people are coming on to our website or are getting in
touch with us or are picking up these leaflets which
tell them how to go about it. So there is that very
large range of individuals for whom the information
will no doubt have brought them back together with
their money where we have provided the
information, but where we have done the searching
for them, that is the 40,000.

Q154 Mr Mudie: Is that the number of hits or the
number of successful—
Ms Knight: That is the claims that we have handled,
not hits. The hits is 140,000 last year, 90,000 in the
first four months of this year. The hit rate is high.

Q155 Mr Mudie: You have given us two years. You
said it is running for six years. I do not want you to
give them to us, but have you got figures for six
years?
Ms Knight: Yes, we can provide you with the six-
year figures, as I am sure the Building Societies can.

Q156 Mr Mudie: One of the figures you gave in that
piece of evidence was that there are only 42 new
members participating?
Ms Knight: Yes.

Q157 Mr Mudie: Our records say you have got 253
members?
Ms Knight: Because wholesale banks do not oVer
current accounts.

Q158 Mr Mudie: So of the actual relevant
institutions, how many are participating?
Ms Knight: I was going to say, is it the lot, or is it not?
It is 95%. There may well be one or two out there
with current accounts that are not yet participating,
but 42 represents the huge majority of current
accounts.

Q159 Mr Mudie: So there are only 50 institutions
involved approximately? That is a straightforward
question. If Angela says 42 represents 95%, you are
the banker, I am just a layman, but it will be about
50 institutions. Is that all we are talking about?
Mr Chisnall: That is all we are talking about in terms
of banks.
Ms Knight: Of course, of those, only a handful of the
banks do you need, if you like, to cover the vast
majority of the banking that individuals do.

Q160 Mr Mudie: You are still squirming a wee bit,
Angela.
Ms Knight: I beg your pardon, George, I am not
meaning to.

Q161 Mr Mudie: How many institutions are not
participating deliberately that you have approached
as the association and they have said, “No, we are
not doing this”?
Mr Chisnall: There are a small number of niche
institutions that have a particular client base and
some of them were party to the BBA scheme. What
they discovered is that to the degree that people are
making claims through the BBA because they were
not sure of which institution was holding their
account, none of those claims were against their
institution and, therefore, they could not see why
they had to search against the BBA form but they
have provided contact details, and if people contact
us and say, “I think we have got an account with this
bank. We do not see it listed on your form”, then we
can advise those people how to get in touch with that
bank. So, it is not the case that anybody has
deliberately removed themselves beyond our
scheme, it is just simply that they do not consider
there is relevance.
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Q162 Mr Mudie: The Irish experience, they tell us,
cost a great deal in admin. Faced with the admin
costs, I know you have been running this scheme but
this scheme is diVerent in terms, why are you so sure
that you can do this voluntarily? Grant Thornton
said when it is voluntary, and even the Irish said
that—. In fact you would lecture me on this, Angela,
in your old days, about a level playing field. Here is
a situation where there is an incentive to opt out
because you have got to save a lot of money over
your competitors. The Irish said it was marvellous
because everybody knew the game and everybody
went under the same regulations. Why are you going
for voluntary?
Ms Knight: As I said at the start, George, it is
because there is a scheme that is currently up and
running, there is history in this area already in the
UK, there is substance to what we have done and so
we thought, and still continue to believe, that the
best thing is to continue.

Q163 Mr Mudie: It is a very short history, though,
is it not? It was a history that was triggered oV after
Gordon Brown started making statements that he
was minded to do this, and suddenly—
Ms Knight: No, no, six years our schemes have
been going.

Q164 Mr Mudie: Six years. Gordon Brown has been
Chancellor for ten?
Ms Knight: Yes, but he has not been talking about
this for 10 years.

Q165 Mr Mudie: I think he has, you know.
Ms Knight: Six years’ experience is certainly longer
than what was happening in Ireland because they did
not have the experience there. It does seem to us that
it is better to build on what we have got rather than
create something wholly diVerent. Ultimately it is
for you all to decide, not for us to decide.
Nevertheless, if you have got something that works,
why not continue with it?
Mr Coles: The key advantage of a voluntary scheme
is flexibility (you can change it more rapidly than if
it is a statutory scheme), cost (typically it is cheaper
in admin terms to run a voluntary scheme than it is
to run a statutory scheme which might require lots
of institutions to change their arrangements) and the
third advantage is response to new circumstances. I
am sure if the Irish looked at their scheme again,
they would want to include customer-initiated
activity. They have got to change the law to do that.
If you have got a voluntary scheme, then it is much
easier to reach agreement to make those changes.

Q166 Mr Mudie: There is some question that some
of your building societies will have to have a vote
amongst members for a voluntary scheme to
operate. Is this so?
Mr Coles: No. Can I say, first of all, that all 60
building societies in the UK are members of the BSA
and members of the BSA scheme, so our scheme has
100% coverage of every building society in the UK.
As far as voting is concerned, each individual
building society will have to decide whether it wishes

to participate in this scheme. It may be—we are not
certain yet because it is a complex legal area—that
some building societies will have to change their
rules to preserve membership if the money in a
dormant lost account is transferred to the reclaim
fund and then the customer turns up again, say, after
22 years. There is some doubt about whether
membership of the building society is maintained
throughout the entire 22 years. If that requires a
rule-change in building societies, then building
society members do have to vote in favour of a rule-
change, but there is no question of building society
members having to vote in order to enable the
building society to take part in this scheme.

Q167 Mr Mudie: But if they voted against the rule-
change, what would be the repercussions there?
Mr Cornish: Still to participate in the scheme but the
membership rights of the accounts would be
potentially compromised.

Q168 Chairman: Angela, we do not want to fall out
with you.
Ms Knight: I am glad to hear that.

Q169 Chairman: You are too dangerous a person to
fall out with. What you have been saying to me just
seems pure marshmallow. You say that it is foreign
but you have been doing it for six years, but here we
have a press announcement from Halifax in
February saying that the Halifax has undertaken a
series of activities to reunite relevant customers—
mailings to dormant account customers, national
and regional newspaper advertising, claim forms in
all Halifax and Bank of Scotland branches, a
dedicated website, and they have also got third-party
search engines being employed. The Halifax, let us
be blunt, have jumped the gun and they have got a
competitive advantage. They are the only one out
front at the moment that is doing something.
Mr Coles: They are the only ones who have
announced something, Chairman. I have given you
some examples of banks and building societies
doing things.

Q170 Chairman: Do not tell me there are financial
institutions with big marketing budgets that do not
announce anything. The Halifax are the only ones in
the field, Angela. Come on, let us be honest.
Ms Knight: Yes, they are.

Q171 Chairman: The others are sitting back at the
moment.
Ms Knight: I do not think they are sitting back, but,
you are right, that Halifax has gone out and it has
made a big publicity announcement and that, as far
as we are concerned, is a very good initiative. Are the
others going to follow? Are the others keen to get
reunification underway? The answer is: “Yes.” The
issue that we have discussed very carefully with our
members is that a programme of that sort will take
place as and when we know when the legislation is
going to be passed. We do not want to fall out with
you either, Chairman.
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Q172 Chairman: We are not really informed, but you
have gone some way to telling us that not much has
been happening?
Ms Knight: We do not think that people at all have
been sitting back. I have given you some figure and
I will present you with pleasure with the figures over
the last six years. Is there room for a big exercise to
ensure that as many people as possible come
forward? The answer is: “Yes.” Will that take place?
The answer to that is, “Yes” as well.
Mr Cornish: We are actively seeking to reunite
people with their lost assets. We have not made
public announcements. We are going through our
own files trying to find any—

Q173 Chairman: I do not want to go on, but the
experience in Ireland (and we went there) is that you
are not going to get anywhere if you do not have a
public show. That is the point. So, doing things
quietly at the moment has not got us anywhere. We
still have a long way to go.
Mr Cornish: That is true.

Q174 Mr Love: We normally follow the Chairman,
so I would say you do not want to fall out with him?
I want to go on to another aspect of this, which is
that it is going to be a self-regulatory scheme
according to the Government’s proposals within
institutions, all signing up to an amended Banking
Code. There are some concerns about whether this
will produce consistency, both in eVort and in
performance of all the institutions in both
identifying the dormant accounts and collecting the
money properly from them. How do you respond?
How confident are you that that sort of voluntary
self-regulatory scheme will actually produce
consistency?
Ms Knight: We think it will, but you are right that we
will need to look at the Banking Code and make sure
that there are the right and proper changes to ensure
that that consistency takes place. But we have come
here in the full knowledge of our members, with their
full support; we have been engaged right the way
through the discussions with the Treasury in respect
of their consultation (indeed, I have signed the front
of that consultation). So, this is all about getting the
right scheme together, getting it as quickly as
possible in place so we get people back together with
their money.

Q175 Mr Love: Let me press you. As Mr Mudie
indicated earlier on, not all of your members are
taking part in your existing scheme. As the
Chairman has already said, the Halifax is, if you like,
launching out way ahead of the rest of your
members, so consistency is not part of the game at
the moment. How are you going to ensure
consistency in the future?
Ms Knight: Perhaps to go back a moment, as I said
to the Chairman a moment ago, do we agree that
there will need to be a good publicity campaign in a
variety of forms that is going to work? The answer
is: “Yes, of course we do”, and in answer to, “Is
everybody signed up to what we are doing at the
moment?”, my colleague, Paul Chisnall says there

are some niche players, but that does not mean they
are not participating should there be an individual
who has lost their account or lost their contact with
that institution. How do we bring about the
uniformity? The first is that, of course, there will be
a statutory framework that goes around this scheme,
second, we need to agree how it works, third, we
have the Banking Code in which both the principles
and, indeed, the detailed guidance and information
to the institutions is contained within the Banking
Code, the information on the detail goes into the
Banking Code, and the subscribers to the banking
code are the banks and, indeed, the building society.
So, we think, collectively, we are following, if you
like, a pretty good path of how that Banking Code
works and, indeed, how this type of self-regulation
within a statutory framework operates. You have, if
you like, a totally similar example related to this in
the money laundering legislation, for example,
which is guidance that is undertaken by the industry
within a statutory framework, but it does provide, as
Adrian said, that additional flexibility that may well
be required as the scheme works its way through the
year, two years, three years.
Mr Coles: It is worth adding that the Banking Code
Standards Board has got a very good record of
ensuring compliance with the existing Banking
Code, and we think they will do a good job in
relation to this new responsibility that they are
taking on.

Q176 Mr Love: I take it from what you say to me
that there have been some stresses and strains with
the Banking Standards Board, but I shall not go into
that topic today. I wanted to ask the Building
Societies Association following on from this, the
Banking Code, of course, is voluntary, so all we will
have is an optional scheme regulated by an optional
regulator. Do you see any problems with that?
Mr Coles: No, we think it can work and we think the
advantages that I was talking about before (the cost-
eVectiveness, flexibility, ability to change to new
circumstances) will outweigh any possible
disadvantages. Every single institution will not act
exactly the same in relation to this scheme. Some
building societies, for example, will not have a
record of someone who voted at the building society
AGM 13 years ago, and they will not have that
record of customer initiated activity.

Q177 Mr Love: In terms of credit card companies,
there have been some diYculties with the Banking
Code Standards Board in relation to bringing them
into the fold. Do you foresee any problems with the
odd rogue institution that does not follow the form
of all the others?
Mr Coles: There are certainly no rogue institutions
in the membership of the Building Societies
Association, Andy.

Q178 Mr Love: I am no accountant, but as I
understand it, you can only derecognise a liability to
repay a dormant account where that liability has
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been extinguished. Are you confident that the
Government’s proposals so far are clear on this
matter?
Mr Coles: As far as we can tell, those government
proposals, if they are enacted, will give institutions
the ability to strike liabilities oV their balance sheet.
If that legislation does not work, then this scheme
cannot work, so we have got to get that right
between us.

Q179 Chairman: You do not demur from that?
Mr Chisnall: No, that is exactly why we need the
legislation, because international accounting
standard 39 within the body of the standard says you
can derecognise liabilities of this nature providing
you have a statutory discharge, and therefore,
providing that Parliament can provide the statutory
discharge, these amounts can be transferred and the
moneys can be spent on community causes.

Q180 Chairman: The Government also claims in its
paper that the central reclaim fund will be managed
prudently. Where does the buck stop if it does
manage it prudently?
Ms Knight: I think that that is a very important point
that you raise and, indeed, managing that prudently
is going to be important; but a central reclaim fund
of this sort will come within the regulatory
framework of the UK and, indeed, there will be the
ombudsman, of course, attached as well; so there are
some proper checks and balances there.
Mr Coles: One additional point on that is that the
Government proposals do envisage the reclaim fund
having the opportunity to take out insurance. So if
the reclaim fund does not manage the liabilities, gets
it wrong in terms of the number of people who turn
up after, say, 22 years, presumably it will take
advantage of that ability to have an insurance policy
in place that would cover it.

Q181 Chairman: Would the Treasury guarantee it? I
go to Mrs Knight, she smiled, as someone with a
former vested interest in this.
Ms Knight: I clearly smiled at the wrong point. Do I
think the Treasury should underpin that? That is a
question that you need to ask the Treasury.

Q182 Chairman: No doubt we will.
Mr Chisnall: It should not be necessary, because
providing we are talking about sensible definition,
then you ought to be able to model the expectation
of the level of reclaim. We are talking about an
independent reclaim fund that will have the
responsibility of receiving the moneys, and then
making that assessment about the amount of money
that it needs to retain overall and then handing over
free moneys for distribution. Within the Treasury
proposal, it says that it is exploring the prospects of
the central reclaim fund falling within the financial
services compensation scheme, it envisages the
central reclaim fund being an authorised institution
and, therefore, I think that the presumption is that

that central reclaim fund ought to be in the position
to model the expected level of reclaims and it ought
to be able to act prudently and only hand over those
monies where it can see that they are genuinely free
of the risk of reclaim. Again, I think the proposal
holds together on that basis.

Q183 Mr Fallon: Mr Coles, could we turn to the
issue of disbursement and distribution of assets that
are not claimed. In your memorandum you urged
the building societies to be able to channel funds
under the local distribution scheme through their
own independent charitable foundations, but the
latest Treasury document says that it is proposed
this should be done through an arms-length
charitable body which could distribute assets to
charities at the local level. Why do we need an arms-
length charitable body if your smaller building
societies have already got their own foundations?
Mr Coles: The smaller building societies and,
indeed, the larger building societies have their own
foundations. It depends how you define “arms-
length”. The trustees of those foundations are
appointed only in a minority by the building society.
So the building society foundations, in my view,
would come into the definition of “arms-length”.
They are not controlled by the building society but
they are funded by the building society and,
typically, the building society controls less than half
of the nominations to be a trustee of those charities.
So, I do not think there is a conflict there.

Q184 Mr Fallon: It is not necessary to set up a
separate arms-length charitable body organised by
the Government—
Mr Coles: I do not think so.

Q185 Mr Fallon: —between your own charitable
foundations and yourselves?
Mr Coles: No, what we very much hope is that those
building societies that want to take advantage of the
small and local opt-out that is discussed in, I think,
section four of the Treasury’s consultation paper
will be able to use their own charitable foundations if
they wish to distribute money in their localities. The
particular thing that I think upsets some of the
smaller building societies is that most of the lost
account money in their organisation will have been
drawn from a particular locality and they do not
want to be forced to donate to a national
charitable scheme.

Q186 Mr Fallon: You are opposed to what the
Treasury is now proposing, are you?
Mr Coles: I do not think we are opposed to it, no.

Q187 Mr Fallon: The Treasury say in their document
at 5:21: “It is proposed these institutions transfer
money to an arms-length charitable body.” Does
that mean a single arms-length charitable body or
does it mean using your existing charitable
foundations?
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Mr Coles: I have assumed that it means using the
existing charitable foundations that I believe come
into the definition of “arms-length”.

Q188 Mr Fallon: Would the trustees of the
foundation still maintain their traditional objectives
of supporting local projects like schools, hospitals,
hospices and sports grounds and so on, rather than
the wider remit that has been proposed, for example,
for the social investment bank?
Mr Coles: In order to be part of a scheme and in
order to be able to strike oV the liabilities from your
balance sheet under the legislation that is proposed,
I assume the legislation will require the institutions
to ensure that it is financial inclusion, financial
capability and youth work that is the subject of the
charitable donations and those trustees would then
discharge that responsibility for ensuring that the
monies went into the charities that are put forward
by the Government as deserving of this dormant
account money.

Q189 Mr Fallon: So it would still be the Government
who would define the recipient charities?
Mr Coles: Yes, but the building societies that take
advantage of the small and local opt out will still be
part of the scheme; it is merely a question of how the
money is distributed to charity.

Q190 Mr Fallon: So it might not be distributed in the
same way as the building societies foundation was
distributing it at the moment.
Mr Coles: The key diVerence is that they will be
distributing to local schemes that support financial
capability, financial inclusion and youth rather than
a national scheme, but I do not think the small
building societies will be taking part in this scheme
giving their dormant moneys to their arms-length
charity and the arms-length charity then giving it to
a charity that is not part of the nationally defined
arrangements.

Q191 Chairman: Should National Savings
unclaimed assets be part of the scheme?
Mr Coles: Yes.

Q192 Chairman: I guessed that?
Ms Knight: We can certainly see why it should, but
I think that one of the things that has crossed our
mind on this is that that could make some of
definitional issues rather diVerent. We looked at the
complexity of legislation, but there is a clear point
there, Chairman.

Q193 Chairman: Okay.
Mr Coles: National Savings will be under much
greater incentive to reunite customers with their
dormant accounts if it faced exactly the same scheme
that banks or building societies are facing. We think
it is important there is a level playing field, broadly
speaking. It will be advantageous for National
Savings customers for National Savings to be part of
the scheme.

Q194 Chairman: Lastly, could I go back to the point
raised with George about the level playing field?
Evidence that we have taken already from Grant
Thornton, who were advisers to the Irish scheme,
may have said that whilst most institutions would be
very noble and enter into the spirit of the scheme,
there may be others who would give lip service. So,
that ties up with George’s point and Andy’s point
about consistency here. Some institutions would be
liable just to give that lip service.
Mr Chisnall: We talked earlier about the scheme
being regulated within the Banking Code. That is
very much covering the customer relationship.

Q195 Chairman: I will tell you about the Banking
Standards Code. The Banking Standards Code is
voluntary. Take one issue that we come up with in
terms of basic banks accounts. We said, “Look,
mystery shopping, that information should be
publicly available.” The Banking Standards Code
did nothing about it. I wrote, as Chairman of the
Committee, to the five major banks, who have now
come back to me and said, “Okay, we will publish
that information.” One of them has said to me, “But
if we publish it, why do you not write to 40 others to
see if they will publish it.” I am delighted to do that,
but the fact is it should not take the Chairman of the
Treasury Select Committee to do something like
that. So, in many ways, the Banking Standards Code
does not have teeth and it does not have form up to
now. How can we be assured that we will have form
on this thing when we need real consistency on it and
we need that level playing field?
Mr Chisnall: I was not suggesting that the Banking
Code would be the means of achieving consistency
in terms of compliance with the scheme. What I was
suggesting is that the customer interface part will be
dealt with by the Banking Code, and there will be
diVerences. For example, there will not be a uniform
approach on reunification.

Q196 Chairman: The point I am making here is the
initiative of the institutions themselves to ensure that
they reunite people. If you are going to leave them
with that task, some will do it well while others do
not do it well or at all. That is the issue here?
Mr Chisnall: I think that institutions are all in
diVerent positions. Institutions have diVerent
histories and they will at diVerent times make
diVerent attempts and, therefore, it is right that
institutions individually, in looking at what they do
in terms of reunification, look at what they have
done so far, look at the success that they have had—

Q197 Mr Mudie: Did you not say there that you are
going to confine yourself to the interface between the
institution and the customer but the wider thing of
participating (and that is the point the Chairman is
making, actually participating and actually
spending money and putting the admin staV in and
having a real go at it) is outside the Banking Code?
Mr Chisnall: It is outside . . .

Q198 Mr Mudie: So you are not going to be a very
good regulator, are you?
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Mr Chisnall: It is outside the Banking Code.
Separate to that there is the question of the gathering
of the moneys and the understanding of the moneys
and the calculating of the moneys . . .

Q199 Mr Mudie: All technical. I am sure they will do
it well.
Mr Chisnall: Under the statutory definition and the
transfer of those moneys to the central reclaim fund
and within the Treasury paper you will see that there
is a proposal that there should be an agency
agreement between the banks and the central fund,
and very clearly you will need some form of external
verification of these moneys—that is completely
understood. Very clearly there will need to be a
procedure and rules of engagement drawn up so that
people participating in the scheme are participating
on a like-for-like basis. We understand that.

Q200 Chairman: In one of the exchanges I had with
Grant Thornton, I said, if we have a voluntary
scheme here, what financial incentive would there be
for financial institutions to ensure that they get the
maximum returns to remit? I got the answer: “Other
than demonstrating good cooperative citizenship?”,
to which I said, “Yes.” Then they came back,
“Cynically, one of the things that I have to
understand is why there is a benefit.” Then another
representative from Grant Thornton comes in and
said, “Actually it would be inconsistent with the
objectives of the institution to maximise
shareholder, policyholder wealth.” So there was a
bias against it.
Mr Chisnall: I do not believe that the comments that
Grant Thornton made were made on the basis of
experience of working with a UK institution.

Q201 Chairman: You are not giving us any
reassurance here on that particular issue, and that is
a big issue for us.
Ms Knight: Your concern being, Chairman, if I take
you correctly, that there is not suYcient or
equivalent eVort given by each institution into
reunification of the dormant account moneys or
bank account moneys.

Witnesses: Sir Ronald Cohen, Chairman, Mr Ed Mayo, Commissioner, and Mr Toby Eccles, Secretary,
Commission on Unclaimed Assets, gave evidence.

Q204 Chairman: Sir Ronald, welcome to our
inquiry. Can you introduce your team for the
Committee, please?
Sir Ronald Cohen: Yes indeed. I am the Chairman of
the Commission on Unclaimed Assets, Ed Mayo is
a Commissioner and also Chief Executive of the
National Consumer Council, and Toby Eccles is the
new Secretary of the Commission.

Q205 Chairman: I am going to ask you about the
evidence we heard this morning. First of all, how did
the Commission on Unclaimed Assets come into
existence and what is its purpose?

Q202 Chairman: And also to prevent some
institutions coming to the Committee in a few years’
time saying, “Listen, we cooperated with this 100%.
Look at the scallywags down the road. They did not
bother.” Why did they not bother? Because there
was not suYciently rigid legislation and codes in
there to ensure that they bothered. So, we have to get
this right to begin with.
Ms Knight: I do understand. Actually I think it is
going to be enormously diYcult for anybody to duck
out of this. This is actually an important issue. It is
important to individuals. It is already getting a lot of
publicity and that is good regardless less of whether
A has launched a programme publicly and B has not.
It is not about that. It is about the fact that this is
knowledge of individuals who are seeing it, as I say,
in a modest way on the websites. If I work my way
through the steps that I could typically see
happening (and I do take your point that you could
well have, we could all well find ourselves in a
situation where some are making greater eVorts than
others), then the consequence of that will simply be
greater eVort by ourselves through our contact
arrangements, the Building Society Association
through theirs, through complaints, if you like,
initially to ombudsmen or Banking Codes. So I
think that even if there is a diVerential start in how
the various financial institutions address this, it
certainly is not going to stay as a diVerential for very
long because there are other checks and balances
which pick it up, but if you have some greater
concerns in this area, then I would say to you we
certainly would be very interested to hear what the
Committee would propose.

Q203 Chairman: Angela, we will leave on the best of
terms but we are totally unconvinced. Thank you for
your appearance.
Ms Knight: Chairman, if you are unconvinced could
I leave you with this. We as the BBA representing
our institutions are looking forward to your views
and your ideas in this area. We have not got a closed
book, we have not got a door shut against other
ideas, we are certainly open to continuing this
consultation, because we too think getting the
money back to individuals is important.
Chairman: Thank you.

Sir Ronald Cohen: I was approached by the person
representing the Scarman Trust, Matthew Pike, and
he mentioned to me that a number of foundations
had asked him to see whether I would be prepared to
lead an independent commission that would look at
what should be done with the unclaimed assets. I
hesitated at first and subsequently accepted.

Q206 Chairman: You have heard the evidence given
by the Building Societies Association and the BBA,
particularly that their participation in the scheme
would be voluntary. You have heard our questions
to them. Do you have any comments to add on that?
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Sir Ronald Cohen: I would reinforce your view,
Chairman, which is that you have to have something
with teeth that is the regulator. It is fine to go for self-
regulation if we do not want to go for legislation, but
the regulator has to be in a position to enforce what
he or she feels to be appropriate. I also chair
the Social Investment Task Force. We made a
recommendation on a voluntary basis in 2000 that
the banks should publish information about their
lending to poorer areas. We have only got so far.
Some banks have been more motivated than others
to do it. It is not that they do not have the goodwill
or feel the goodwill to do something for poorer areas
but that it comes pretty low down the list of priorities
in the bank.

Q207 Chairman: We have heard various estimates of
the level of funds held in dormant accounts. What is
your estimate? Is it about £250 million?
Sir Ronald Cohen: We were quite encouraged by the
fact that in Ireland the expectations turned out to be
rather greater than the original projection, but it is
impossible to know. What is important though is to
note that subsequent to the initial flow of unclaimed
assets there has been an annual flow of about 15% of
the original flow. So it is not just a question of what
you get at the beginning, it is a question of the
continuing flow of unclaimed assets. In that sense I
think we will get to sums that are rather larger than
the ones that we are talking about now because of an
additional flow following the original assets.

Q208 Chairman: You heard us saying that we visited
the Republic of Ireland and that there were estimates
of ƒ3 million in 1997 and it ended up at ƒ196
million. Do you think that that pattern could be
replicated in the United Kingdom?
Sir Ronald Cohen: Perhaps not on that scale because
the expectations here have never been as low as ƒ3
million and the Post OYce was included in the case
of Northern Ireland. It is very diYcult for the banks
to be absolutely sure what they have, as they have
said, in unclaimed assets. When you look at the size
of Ireland and you look at the size of the UK, you
would expect it to be a multiple of what Ireland
has found.

Q209 Chairman: Let me read to you the evidence
that we received from Grant Thornton on that so
that you can give me your opinion. They told us that
“the population diVerential between Ireland and the
UK is between 16 to 17 times. Multiplying, on the
basis of population, the amount that would be
realised or that could be lying dormant in UK
accounts in the UK, could be in the order of 2.2
billion and that is without looking at the diVerential
in personal wealth in the two countries at the
relevant times. The GDP per capita in the Republic
of Ireland in 1986 was roughly half of what it was in
the UK in 1993, which would be the beginning of the
dormancy period we have been looking at in the UK.
That is pure mathematics.” Do you have any
sympathy for the view that has been given?

Sir Ronald Cohen: I have sympathy for the direction
of the view. It is very diYcult as a financial person to
quantify it. What is crucial is to ensure that all of the
financial institutions that come under the ambit of
this eVort make an organised and determined eVort
to identify these assets, not just to reunite them once
they have identified them with the depositors but to
identify them in the first place.

Q210 Mr Todd: I want to look at the customer aspect
of this. These assets are held by individuals who were
at one time customers of the institutions and they
may still be. How important is it that they are told
that their asset may be about to be transferred to the
reclaim fund, and in what form should that
communication be? Do you think that should be set
down very clearly in any guidance that is given?
Mr Eccles: There are issues in giving no
communication at all. As our survey indicated, there
are a very large number of very small bank accounts
out there and then there are some which are
somewhat bigger. Our sense was that a letter should
be sent out in the event that there was no response
saying that they had genuinely moved on from that
address. One of the reasons for that, as experienced
in Ireland, was that where, for example, someone
has died and their family was unaware of a rainy day
account put away by that person, the letter arriving
actually allowed them to be reunited with that asset.
There was no way that those people would have
arrived without that letter having been sent.

Q211 Mr Todd: I am thinking of the formal process
at the point where a transfer might take place. I think
you will have heard the previous discussion over the
processes the various financial institutions will
follow to try and reunite accounts. Is there some
formal point at which you should communicate in a
particular way? I think you are possibly suggesting
that that might depend on the value of the account
that is held. Is there also a suggestion that there
should be some greater level of attention given to
research, for example in checking electoral rolls, to
see whether someone does indeed reside at that
account?
Mr Eccles: In our hearings we heard very similar
things to what you have been hearing, ie that there
are a variety of ways that banks at the moment seek
their assets rather than their liabilities and that—
whether it is the Unclaimed Assets Register or
electoral rolls etcetera—more eVort could be made
to try and reunify people with their assets. In terms
of whether an institution needs to mention to people
formally that their money is about to be transferred,
I think that is diVerent from trying to reunite it. I
think the reuniting should be the focus because, as
has been universally acknowledged, this will always
stay customers’ money; they will always be able to
come and collect it. I think the wish to create various
restrictions has always somehow failed to
acknowledge that people will always be able to come
back and get the money. If there is a particular
account where it may be more diYcult to get in touch
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with the customer it will not be a customer issue
because the customer will still be able to get in touch
with the money.

Q212 Angela Eagle: Both the banks and the building
societies in their evidence to us earlier downplayed
the incentives that there are for nothing to happen.
Do you agree with their downplaying the incentives
for nothing to happen? Do you have some scepticism
that actually, given the fact that this money has been
in an account laying dormant, costing very little, for
example, for banks to administer, but they have been
using it to increase their profits, it is not actually
going to feature in their thoughts when they
approach this issue with enthusiasm or indiVerence?
Sir Ronald Cohen: I think there is a widespread
spectrum of reactions within financial institutions. It
is fair to say this is a headache rather than an
opportunity. I think by now they have come to the
view that they really do have to do something about
it. This issue is not going away. I believe that they are
sincere in wanting to do a proper job of it.

Q213 Angela Eagle: They were downplaying the
amount of money they thought was involved in their
evidence to us, but with the Grant Thornton types of
estimates going up as high as £2.5 billion, they would
not be downplaying that, would they?
Sir Ronald Cohen: They are very anxious, as I
gathered from my discussions with them, that figures
should not be floating around that are a multiple of
what is likely to emerge because the focus then
would be on whether they have done a proper job of
identifying and so on. So I think for that reason they
are being conservative. It is in the nature of bankers
to be conservative. I do not think that in itself
matters terribly, frankly. The important thing is that
the figures should be accurate and the money should
pass over in the way that the Government wishes to
see it pass over. I have been less concerned, with
regard to the Social Investment Bank for instance,
about getting guarantees on specific amounts than I
have been about getting a commitment that some of
the money would come to the Social Investment
Bank. My own feeling is that we will be pleasantly
surprised when we know the numbers.

Q214 Angela Eagle: Given that, do you not think it
might be in the banks’ best interests, although they
do not naturally think so, to have a compulsory
rather than a voluntary scheme?
Sir Ronald Cohen: I think perhaps some leaders in
the banks would agree with you. Overall I think
there is probably a preference for a self-regulating
scheme.

Q215 Angela Eagle: What is your preference?
Sir Ronald Cohen: I think it can work as long as the
regulator has teeth. We have been good in Britain at
using self-regulation, but the regulator has to have
teeth. It is not enough to appoint a regulator who
can make statements but who has no power to
enforce or to investigate or do any of the things that
are required in order to make sure that the scheme
works as it is supposed to.

Q216 Angela Eagle: Therefore, do you think that the
Banking Code is an adequate cover? That is clearly
good for the customer institution interface, but
should there be other teeth in the system? How
would you see the regulator, who could be the most
eVective, actually working?
Sir Ronald Cohen: In our discussions we have
concentrated on the FSA or on the Banking Code.
We have come to the conclusion that either of these
would be suitable as long as the possibility was taken
seriously and there were powers to make sure that
the right information was made available and the
right action was taken.

Q217 Angela Eagle: The Chairman has mentioned
some of our frustrations as a Committee with the
Banking Code as a way of driving change. Are you
sure the Banking Code would be adequate in those
circumstances because I am not sure that we are?
Mr Mayo: I share some of those frustrations with the
way that the Banking Code Standards Board is
operated. In the submission we put in we make some
explicit recommendations around the kinds of ways
in which that organisation would need to be beefed
up if it were to play a regulatory role in this case. A
simple thing would be publicising information about
how much money is being released through to banks
and how much money is being reclaimed and passed
through. This kind of stuV is needed as basics as well
as other powers in terms of ensuring enforcement
and compliance. There are a couple of other things.
We would argue that if Parliament decided to go for
a self-regulatory route we would wish to see
safeguards. I think without those we really would
worry that the system would simply be asleep and in
a couple of years’ time it would not be really keeping
people on their toes and pursuing the interests of
customers and reuniting them with their money or
putting it to good causes. The first is a system of a
much more simple and convenient way for
consumers to be able to check whether they have the
money there available in accounts that we have
termed the UK Lost and Found. We have done a bit
of work exploring the feasibility of that. We have
talked to diVerent providers about that. I could
certainly say more about it if you are interested. I
think that would be a very positive way of making it
easier for people to be reunited with their money as
opposed to a half-hearted maze or gate-keeping
exercise essentially from the institutions concerned.
The second is that always with self-regulation and
statutory regulation you have got, as in this case, the
option that has been used in a number of sectors of
“co-regulation”, where self-regulation is allowed to
proceed but on the basis that if it does not work then
there are reserve powers in hand to be able to take
that on to a new form. The Communications
Regulator Ofcom, for example, operates a co-
regulatory model in relation to complaints on
premium line services and the like. It would be
possible to imagine, although we have not looked at
the details of how this would work in terms of
legislation, a self-regulatory model going with a co-
regulatory model and if five years down the line self-
regulation has not worked then it would be relatively
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simple to look to the Financial Services Authority or
the Treasury or elsewhere to be able to take
regulation more closely to hand.

Q218 John Thurso: Are there any parts of the
financial system that have unclaimed assets that
could or should be included in this scheme and that
are not at the moment?
Sir Ronald Cohen: So far as the private marketplace
is concerned, my understanding is that just about
every organisation that is involved is covered. If
there are some then they should be covered.
National Savings is a diVerent issue because it is a
Government organisation and whether the fact that
the money stays with the Government is of itself
suYcient is an issue for you to decide.

Q219 John Thurso: Mr Eccles said in responding to
Mark Todd that it was very important there should
be letters that go out and the Government proposal
at the minute does not include a letter and I think
you have made it clear that your view was that letters
are pretty important. Are there any other elements
that are missing from the campaign to reunite
customers with their lost accounts that you think
should be in there?
Mr Eccles: I think one of the things that we noted in
the Government consultation was that presently I
think the oVer is that there would be quarterly press
releases issued by the BBA and the BSA in support
of raising awareness in this area and that did seem
quite low to us. I was intrigued when asked to say
whether this was suYciently cost-eVective and I said
I felt this was undoubtedly suYciently cost-eVective.
I think our concern would be that that is leaving it
to the press to find the message if you like. I think,
as we have seen, there has been some variation in
terms of the press response, with some
scaremongering and scare stories alongside more
sensible journalism. If we were to allow for press or
radio advertising, both of which are reasonably cost-
eVective, it would mean there was a consistent
message.

Q220 John Thurso: So you would recommend actual
advertising as opposed to simply press releasing it?
Mr Eccles: Yes.

Q221 John Thurso: In your April consultation paper
on consumer protection and regulation of dormant
accounts there was an implication that banks are
more successful in tracing people where they have a
credit liability as opposed to simply a deposit when
people have moved house. Do you think there are
additional techniques that the institutions should be
using in order to find dormant account holders?
Mr Eccles: We have already covered much of this. I
think there are some reasonably cheap and scaleable
solutions, eg Experian’s Unclaimed Assets Register
is one. I am not saying that this needs to happen for
all scale of accounts, I think that would be strange,
but I do think that more active processes can and
should be investigated by banks and building
societies. We welcomed Halifax’s announcement
that they were planning to do exactly that.

Q222 John Thurso: What would be the advantages
or disadvantages of following the voluntary route in
designing the Unclaimed Assets Scheme and to what
extent should this be opposed?
Mr Eccles: The advantage to the financial
institutions is clearly a matter of cost. I think from
the UK’s point of view there is a culture of
reasonably light touch regulation and self-
regulation. To our way of thinking the
Government’s consultation paper looked at this
with a view to talking about the voluntary scheme
and seeing it as positive. There is also a certain onus
on the industry to demonstrate a willingness to
impose self-regulation that will create the level
playing field that I think all of us are interested in
and avoiding the scenario where there are one or two
institutions who appear to be making much less
eVort to identify the accounts in the first place, which
means a commensurate much lower proportion of
their overall assets being found to be dormant and
creating, if you like, a culture where it is
disadvantageous to comply eVectively with the
process.

Q223 John Thurso: If one is being realistic and if one
is mildly cynical about banks, given, as we have
heard, that a lot of these are accounts between £0
and £10 or between £10 and £50, the vast number
being possibly sub-£50, there is absolutely no profit
in it for the banking system, there is a cost involved.
So if they do not have to, why should they? Is it not
better to say this is it, this is the law, this is how it is
going to work, obey the regulations or else and then
you do not have to worry about whether there is a
rogue institution that will not play the game?
Mr Eccles: As Sir Ronald has already mentioned, if
there is a regulator with teeth it will work. We think
that could be a self-regulator or it could be a
statutory regulator. We are open to either option
provided it has teeth.

Q224 John Thurso: Do you think a self-regulator can
have teeth? Is that a possibility?
Sir Ronald Cohen: Yes. I think in the financial
services area certainly there is plenty of evidence that
it can. Takeover Panel would be an example.
John Thurso: It has some pretty good teeth through
regulation as well, does it not? I will leave it there.

Q225 Mr Love: In your submission to us you have
put down four diVerent areas where you think the
self-regulatory framework should be strengthened.
It says it should go to a located and existing body
and we have touched upon that. I am not going to
touch upon individuals and whether they are
responsible and how they could be registered with
the FSA etcetera, etcetera. The one that I am
interested in is in relation to having powers of
external audit of compliance. How important is
that? We are struggling with this issue about what
teeth we are talking about that would make a
diVerence for the Banking Code Standards Board or
the FSA. I have alighted on that as being one area.
Can you give us some idea where those teeth that are
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essential in your view need to be? Is it in this external
issue of compliance to assess identification processes
and systems as you said in your submission?
Mr Mayo: You have had evidence from Grant
Thornton so you have had a view of the power of
usefulness of an external view on the system and they
give a very forthright and objective view about the
way that the Irish scheme has worked. The Irish
scheme is in some ways more mechanised than what
is being proposed here. What is being proposed here
may be more diYcult to audit, I do not know. I do
not think you would have been put to the trouble of
trying to work out whether the figures you got from
the building societies have or have not changed over
the last few weeks or are or are not going to multiply
fifty fold over the next 12-18 months if at the very
start of this there had been a decision to put the role
of identifying dormant accounts and getting a
realistic estimate of their sums out to an external
auditor. That would have been a very simple thing to
do. We have not done that. The fear would be that
we get locked in to a culture focussed on the banking
coterie. Over time this thing fades away and it is
either because the incentives are not there or
because, as Sir Ronald said earlier, the inertia sets in
and this is not top of mind. At root this is customers’
money, it is consumers’ money and not banks’
money or building societies’ money. It must be right
to take every step to make sure that people can
access their own money and sometimes that kind of
money will be just an additional sum for a rainy day.
Sometimes it will be quite crucial amounts of money
for people who may have been saving for some time.

Q226 Mr Love: Can I act as devil’s advocate for a
second and put to you the case that was put to us
earlier on, which is that we need light touch
regulation—and I will not go into whether it is self-
regulation or not—because the institutions need to
be able to adapt to changing circumstances, they
need to be flexible. You will have heard all the
arguments before. I am sure they are well known to
you. To what extent do you put an onus on that in
terms of reaching a balance about what level of
regulation is appropriate?
Mr Mayo: In a survey which was cited earlier we
looked at how far the great British public thinks that
banks and building societies are currently making
enough eVort to find customers with inactive
accounts. 67% of people, two-thirds, said they did
not believe they were making enough eVort
currently. 28%—that is most of the remainder—said
that they did not know. Clearly there is a case for
action. At the same time, no one likes to invent new
rules. No one would like to see new regulators
necessarily appear on the block. I think it is right to
start with the rules and systems that we have got and
say are they fit for purpose and if they are not fit for
purpose, how could they be extended in order to
make this work. I think in our proposals, both the
ones that you have cited and the ones that we have
suggested around a tracing agency, would be ways of
doing that.

Mr Eccles: What we have indicated here is that the
risk-based approach should be used. It would not be
a matter of an external audit of the process and
compliance for every organisation. The knowledge
that an external audit would be possible is much of
the benefit. We are talking there about an external
audit not just of the amounts but of the process by
which they were come to so that some of the
diYculties that Grant Thornton mentioned to you
and to us about identifying assets could be checked
oV against a list by people who have got experience
of looking into it.

Q227 Mr Love: I want to come on to the Central
Register of Dormant Accounts. I noticed in your
submission you indicated that in your view one in
three people have a dormant account. I want to
come back to this vexed issue about whether or not
we are getting an accurate assessment of what is
likely to be out there when this scheme is finally set
up. While I understand that it was not possible to say
how much there is, would it be fair to say that you
are sceptical about the figures that have been
produced so far by the industry?
Mr Mayo: It is my job to be sceptical so it is easy for
me to say that I would be sceptical, yes. I agree with
the point that Sir Ronald made about the focus
really needing to be on getting the process right and
therefore we can deal with the funds that are there
and come through. At the same time we did find in
this exercise that there is a huge untapped public
interest in this and this may often be small sums of
money but there will be public interest in this. The
process for the figures and sums that we have talked
about finding their way through the incredibly
complicated system of trying to find out whether you
have a dormant account with a bank or you have to
go to the Building Societies Association or
somewhere else, to a third point, is a very
complicated system. The numbers that are making it
through seem to me to be absolutely minuscule in
relation to the potential numbers of people. Our
survey showed the number of people that believed
they may have an inactive account over a number of
years and that was not specific to the 15 years. It may
well be that people are deluded or they have no such
account. That is the public opinion and therefore we
have to design this system for success and we have to
design a system that can respond to the public
opinion that will be there, rather than setting up
something which I think will rather frustrate people
and play to their cynicism, that is in some way either
banks or government taking their money or losing
their money or frustrating their interest.

Q228 Mr Love: Let us go on to the Central Register
of Dormant Accounts. How feasible is that, and
would it add to the issues that Mr Mayo has been
talking about to do with people having confidence in
the system that is set up?
Mr Eccles: We saw there were two ways where
people could eVectively have a single interface for
seeking to find out whether they have a dormant
account. One possibility was to create a central
register. The second possibility was to create a
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consistent system so that this single interface could
ask all of the banks whether they had anything on
their systems for this person that was registered as
dormant. We do not think it is necessary for there to
be a centralised database. We did check this with the
Information Commissioner’s OYce and they were
comfortable with either method. There was a sense
that if there is a single way that requires initially
quite little information it would greatly increase the
number of people that were interested. I noticed that
when we got the response back on the question do
you have one and why is it dormant 58% of people
said it was because the amount was too small. I
wonder whether that is too small given the present
ease or otherwise in trying to find it rather than too
small because I do not care about that size of money
at all.

Q229 Mr Love: This is the proposal about a Lost and
Found Register. I assume you are talking about a
central point that all the public would contact and
then they would have tentacles into the whole of the
industry. Tell us how that would work.
Mr Eccles: Quite simply, it could be a very thin
interface that allows web, telephone or similar access
and it would distribute the information that was put
in to the present three systems that you have through
the BBA, the BSA and the National Savings and so
on but on the basis that they would also have
automated systems. Two of the three have started to
automate their own systems. That would feed
directly through to the members that were relevant.
We do not see this as being a massive systems cost on
top of what is there already. This is trying to provide
a relatively cheap solution that makes things much
easier for consumers.
Chairman: The point you made about one in three
people having a dormant account is important for us
to take into account in our report and the issue of
central tracing systems. You mentioned that the
present methods for reclaim are disparate, confusing
and complicated. That is a really important point to
consider.

Q230 Mr Fallon: Can we just come back to this issue
of excluding national savings and investments. I
think I heard you right when you invited the
Committee to take a view on that, but I would like
your view. Is it intellectually coherent to exclude
these on the grounds that they are already used to
the public benefit?
Sir Ronald Cohen: It is a policy issue. If you looked
at it from my perspective, the more can flow into
communities today the better, so I would be in
favour of including them. What is diVerent about
them is that they are already held by the
Government and so in a sense in most countries
around the world today that have a treatment of
unclaimed assets the money is taken by the
Government. In any case, in the United States it is
the Federal Government or the State Government.
So you could take one view that says it is already in
Government hands.

Q231 Mr Fallon: What is your view?
Sir Ronald Cohen: I think the challenge that is faced
today by impoverished communities and the
disadvantaged in the UK is absolutely massive and
I think too little money is going there and too little
of an eVort is being made to create a proper market
that is capable of funding the activities of the third
sector, going from philanthropic organisations that
are trying to develop their activities and who need
funding to do that all the way through to mission
driven models where people are trying to make
money but by helping particular communities by
investing in them. In that sense I would welcome a
Government decision that unclaimed assets in
national savings accounts should flow. It is not really
an issue that the Commission should reply to, it is for
you to reply to.

Q232 Mr Fallon: Let us turn now to the issue of
disbursement. Of the 400 million you wanted 250
million for your Social Investment Bank. How much
are you now actually likely to get?
Sir Ronald Cohen: We are not sure that we are
definitely going to get anything. There is a
consultation under way at the moment about the
concept of a Social Investment Bank. We believe
that we have made a very strong case that it would
be better to concentrate a good chunk of this money
and to invest it in developing a financial
infrastructure for voluntary organisations to get
funding. We have a situation in Britain where we
have got 160,000 or 170,000 voluntary organisations
of one kind or another. Less than 3% have £1 million
of revenue a year. They control foundations and
others control massive assets, but what is actually
being deployed out of these assets is a relatively
small amount of money if you look at the need that
exists in communities.

Q233 Mr Fallon: We understand the argument for
the Social Investment Bank. What I do not
understand is why you are losing it. The consultation
paper seems to propose that instead the Government
will use the Big Lottery Fund to distribute money
directly to youth projects, projects involving
financial exclusion and financial capability, rather
than create the kind of wholesale financial operation
that you wanted through the bank. Why are you
losing this argument?
Sir Ronald Cohen: We do not see the fact that the
money would travel via the Big Lottery Fund as an
impediment to our receiving it. We would see the
Social Investment Bank as one of those
organisations that could go to the Big Lottery Fund
if the Government had decided that money should
be allocated to a Social Investment Bank and ask for
it, solicit for it. We see the Big Lottery Fund simply
as a conduit and from a legislative and other point
of view it happens to be a convenient one.

Q234 Mr Fallon: I see that, but on page 23 they set
out these three targets, programmes and activities
for young people, financial capability and financial
inclusion. Those are not quite the targets of the
Social Investment Bank.
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Sir Ronald Cohen: No, those are competing targets
at the moment. What we have suggested as a
commission is that the Government should make a
commitment now to the Social Investment Bank
receiving funding from unclaimed assets. The issue
then will be, when we know the amount, whether
there is enough to go round youth, financial
exclusion and the Social Investment Bank. We have
been quite relaxed about that issue because, as you
have heard, you are either cynical or you are
optimistic about the amounts of money that are
going to come through and we are optimistic about
the amounts of money that are going to come
through, particularly since the 250 million plus 20
million a year that we have asked for, which is 330
million, could be split in somewhat diVerent ways.
You could get 150 million up front and then you
could get 30 or 40 million for each of five years and
you get to the same financial footprint as it were.
What is crucial is that a suYcient amount of money,
150 million plus, be allocated to the Social
Investment Bank at the beginning. We are
continuing through this period of consultation our
discussions with the Treasury and the oYce of the
third sector to persuade them that this is a good
application of these funds.

Q235 Mr Fallon: So the 150 million is the minimum
to make the Social Investment Bank be a viable
concern, is that right?
Sir Ronald Cohen: Initially it is 330 over five years,
correct.

Q236 Mr Fallon: If you lose this argument then the
danger is the Big Lottery Fund in a sense will be used
to replace some of the 600 million or so that has been
taken from youth and arts groups to fund the
Olympic deficit.
Sir Ronald Cohen: We have been told that that is not
a risk and we have taken it at face value.

Q237 Chairman: Sir Ronald, some press comment
has been made on that 150 million. I have one here
which says, “Any City banker would tell you that at
this low level it will be so undercapitalised it would
not rate as a serious player, and would not be able to
apply any of the skills and techniques that could so
raise the local game.” In order to ensure we get these
skills and techniques what figure do you want so that
we can reflect on that in our report?
Sir Ronald Cohen: I think it has got to be of the order
of £330 million over five years. I would rather it was
£250 million up front than £150 million up front, but
if we found that the total was insuYcient and we had
to start with £150 million, we would start with £150
million. Below £150 million would not be credible.

Q238 Mr Mudie: I want to raise this question of
accountability with you. You are after £330 million
from the Government and you are saying you want
to be accountable to the third sector as to how you
spend it and not the Government. As I see it the third
sector are the people who are bidding for this money.
Half of them who get it will think you are wonderful
and the other half who are hoping to get it will be

frightened stiV of saying anything about you. I do
not think that is a very good method of
accountability.
Sir Ronald Cohen: Let me explain what we had in
mind. We believe that if this organisation reports to
the Government and its objectives are set by the
Government—

Q239 Mr Mudie: What about Parliament?
Sir Ronald Cohen: We have indeed considered that
it would be appropriate for this organisation to
report to Parliament directly.

Q240 Mr Mudie: And you have dismissed it.
Sir Ronald Cohen: We have not dismissed it. What
we have been anxious to do is to make sure that this
organisation is responsive to the needs of the third
sector, not that it reports formally to the third sector.
In setting up an organisation that is independently
managed and perhaps answerable directly to
Parliament you have to try to find the right legal
structure, you have to have the right governance for
it. We have accepted that it may well have a set of
trustees at the top, that you would go through
normal public procedures in order to appoint them,
that they would be the guardians of the mission of
this organisation, that they would pick a board and
a CEO going again through public appointments
procedures, and then on a yearly basis it may well be
that the most appropriate thing to do is for this
organisation to report to Parliament. The guidelines
which the trustees would follow would be to look at
the needs of the third sector and to try to increase the
capacity and the eVectiveness of the third sector in
the relief of disadvantage and the appointment of a
board would follow similar guidelines. So it was in
that more general sense that we were saying that it
should be responsive to the needs, rather than
responsible to the third sector.

Q241 Mr Mudie: You would still find it acceptable
to report directly to Parliament, would you?
Sir Ronald Cohen: Absolutely.

Q242 Mr Mudie: I am sorry we have taken up a lot
of time on technical matters rather than getting to
the real issue for yourselves as a commission which
you have accepted on your website is how you spend
this money. I represent a very poor constituency and
your SIB does not fill me with joy. I am counting the
days until you come in. I will tell you how I view you.
I think the Government has put enormous amounts
of money in the direction of my constituency but it
has been intercepted by well meaning employed
people who are making a good living out of ensuring
that my poor constituents lose their poverty. To
date, after 10 years, they have failed, but whilst they
are in a job they will continue trying whilst my
constituents will still be poor. What on earth is this
bank going to deliver to east Leeds or at least
Newcastle?
Sir Ronald Cohen: If you want to deal with the
problems of poverty today, I think all of us would
agree that just giving Government grants is not
going to provide the solution. We have a society
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where wealth is increasing, growth in the economy is
up, employment is up, the economy does better, but
the gap between rich and poor is getting bigger and
bigger. We have a third sector that is powerful in
terms of the numbers of people working in it and is
very poorly undercapitalised.

Q243 Mr Mudie: Why do you paint this picture,
accepting the poverty of my people, and then
suddenly decide that here is this 330 million you are
going to take and you are going to put it in to the
third sector? That is again a filter between the money
and my people.
Sir Ronald Cohen: I was just going to give an
example of it. The sorts of organisations that we are
talking about funding, if I may take one example,
would be organisations such as the Charity Bank.
The Charity Bank is lending money to philanthropic
organisations across Britain, many of them working
in your areas.

Q244 Mr Mudie: We have loan sharks in my area.
Sir Ronald Cohen: This is the answer to loan sharks.

Q245 Mr Mudie: The Credit Unions are the answer
to loan sharks, but we still have loan sharks.
Sir Ronald Cohen: Perfect. The reason the Credit
Unions are not an answer to loan sharks is one thing
and one thing only, ie they cannot get the capital.

Q246 Mr Mudie: I disagree with you. In Leeds we
have got one of the biggest Credit Unions and they
are well funded. They have over £1 million in the
bank. They have plenty of money but very little
impact on the estate.
Sir Ronald Cohen: They should not have £1 million,
they should have £100 million. When I started out in
venture capital and we were raising a £10 million
fund people thought it was a lot of money, there is
no more that can be done. Today, as we can read in
the papers, you have got billions—

Q247 Mr Mudie: You are a friend of the Chancellor
and I get angry with the Chancellor. For example,
today is the final date for Enterprise Funds in Leeds.
It has been open a month. Nobody on the estate
knows about it. It is a lot of money. It is the
Chancellor’s view about how to end poverty in my
patch and it does not matter. What will end poverty
in my patch is people getting jobs and having money
in their pockets. Enterprise is something diVerent.
You say you are trying to create a market. They will
create a market if you put money in their pockets
and put them into jobs.
Sir Ronald Cohen: To create a market you need to
create businesses, you need to create jobs.

Q248 Mr Mudie: Businesses are created when there
are customers. When the customers have no money
to artificially create businesses it is just a farce.
Sir Ronald Cohen: Perhaps I could give you just one
example. In 2002—and this is what the Social
Investment Bank wants to do in part—the
Government provided £20 million to Bridges
Community Ventures and we raised £20 million

from the private sector. The money can only be
invested in the poorest 25% of the country according
to the Government’s index of deprivation. People
thought there were no entrepreneurs in that area. Lo
and behold we have now invested the best part of £40
million. We have just raised—and perhaps this could
stay in this room, an announcement will be made
shortly—more than our estimated £50 million and it
is all from the private sector. This money will go to
people in the poorest areas of the country to create
jobs. The role models that have been created in the
first fund—

Q249 Mr Mudie: With the greatest respect, I could
create jobs overnight. I did when I was Leader of the
Council. I put a fair bit of money in for home helps
which are desperately needed in the community by
the elderly. A lot of ordinary people, often with no
great educational skills, got jobs for the first time in
their life. We could create jobs and they in turn
create the market by spending money. You are
asking for money to create a market and those
people have no money.
Mr Mayo: I do not think our point, with respect, is
that you cannot take the approach that you have
said. You could put money through public
expenditure in the way that you have said. You
could put it into people’s pockets directly in terms
of benefits.

Q250 Mr Mudie: I have never suggested that. I have
said employment. My people want jobs. My
youngsters are coming out of schools or higher
education thinking they have no future and the
Government has put loads of money into the third
sector where nice middleclass people are getting jobs
and they are looking after my working class people
who cannot get jobs.
Mr Mayo: In terms of employing home helps or
using money in order to give people jobs that are
funded by the public sector, it is not our argument
that that will or will not work. Will the public see
that as an eVective use of money in terms of
tackling poverty?

Q251 Mr Mudie: I was not confining myself to that.
We run a job training scheme that needs funding. We
said to working class people who were on the estate
and long-term unemployed that if they lasted the
course we would guarantee them a job and a lot of
those jobs were in the private sector. They were not
creative jobs, they were mainstream jobs. With the
amount of money Sir Ronald is talking about we
could skill people and put them into mainstream
jobs, increase the capacity of the economy and
everybody would be happy. There is nothing
artificial about it. Why are you not suggesting we put
the £330 million in to doing something like that?
Sir Ronald Cohen: Because it is attracting another
£700 million and you are investing a billion in
building organisations that can fund a multiple of
the number of people that you would give jobs to
directly.
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Q252 Mr Love: I want to follow up on what George
has been saying. As someone who is very supportive
of the third sector, whilst I have some sympathy for
what George says, it is not only the middle classes
that work in the third sector. There are many very
dedicated people working in the third sector. I
wanted to put to you the criticism that has been
made of organisations already in this field, including
the Triodos Bank, who you will be very well aware
of. There has been, if we are being very honest,
limited success with community development
finance institutions, they are still very dependent on
the Phoenix Fund. The tax relief in deprived
communities has not really worked terribly well, as
I am sure you are very well aware. Their criticism is
that there is not the market out there for the level of
funding that you are seeking. I know you have
already said that sometimes the money will create
the market. Just reassure this Committee that if this
money was to be delivered to you, you are confident
that you will be able to put it to good use and get a
social return for the investment that is made?
Sir Ronald Cohen: We have had consultation with
1,000 people in the course of our work. There is a
huge need for capital. To the extent that you can
create an organisation like this, our expectation is
that we can attract three or four times the amount of
money from the private sector than if you are
investing in this institution. It will become self-
sustaining, it will play the role that ICFC played
after the war in trying to rebuild British industry and
it will do this in the most disadvantaged areas. This
money is a fraction of what is needed in total. I think
if we do this then 10 years from now when we look
back upon it we will see that it is a crucial part of
funding voluntary organisations in this country to
do a job which neither Government nor the private
sector can do eVectively.

Q253 Chairman: Sir Ronald, Triodos Bank have
argued the case in their submission to us that “the
case still needs to be proved for further investment
in capacity-building and that the market demand for
social equity investment is currently small and met
by existing supply. The reason for the small size of
the market is that there are “still relatively few
organisations with the right business model and the
management capacity to work with an equity
investor”.” Is the market ready for a Social
Investment Bank?
Sir Ronald Cohen: Whenever there is a chicken and
egg problem you have to realise that they were both
designed at the same time. The chicken and the egg
did not come one before the other, they came
together. A chicken and egg problem means that you
have to work on both dimensions at the same time,
you have to work on the supply of capital and you
have to work on the capacity of organisations to put
it out. When we had no Bridges Community
Ventures no money was being invested in venture
capital in the poorest parts of the country. Today we
have invested £30 million. We will now have more
than £100 million to invest in these areas. There is no
shortage of entrepreneurs. We are looking at 300-
500 business plans from these areas a year now. The

supply of money does create its own demand. People
go out to get the money if they think it is easy to get
it. If they think it is impossible to get it they do not
try. Believe me, this is a similar situation. When I
started out my first venture capital fund in Britain
was a £10 million fund. It was the largest fund in
1981 in the UK and people said we could not invest
it. Now hundreds of million of pounds are being
invested in early stage businesses every year. The
same is true over here. If you can see your way to
supporting the creation of a Social Investment Bank
you will see that it will transform the flow of capital
into these areas. I was giving the example of the
Charity Bank. The Charity Bank today needs £10
million of equity to increase its ability to lend to not-
for-profit organisations. Do you know how much it
could give in loans if it got that £10 million? It could
give £130 million. That £10 million will release £130
million of lending to not-for-profit organisations.
That is what this is about. This is about taking this
money and instead of spraying it over the desert sand
and seeing it seep in, creating an organisation that
can act as a pump for a voluntary sector which is
akin to an engine with all its pieces lying around
which you have to bolt together. If you bolt it
together and put this pump in it you will get real
results. The scale of the problem is huge as we all
know. £250 million of unclaimed assets is a
Godsend. It would be very diYcult to get an
allocation from Government for a purpose such as
this if the unclaimed assets were not available.

Q254 Chairman: Ed, you have worked with the
voluntary organisations in the third sector for a lot
of your working life. Would you not like to leave us
with your impressions on this?
Mr Mayo: With pleasure. I start from my day job as
Chief Executive for the National Consumer
Council. We are very conscious of the many ways in
which the poor and disadvantaged lose out. The
poor pay more and get less for a whole range of
services and often that is geographically based and
so you have high streets that are run down and you
do not have businesses and enterprises operating in
those areas. You have the State and you have local
government but altogether it does not add up to
local renewal. What I have seen in my working life
over the last 10 to 15 years on issues about poverty
is that there is huge potential there. I do not mean to
say that it is alone in terms of the third sector and I
do not mean to say that everything that happens in
the third sector is right or always professional or
always better managed. I think the idea that there is
creativity, potential talent and social
entrepreneurship that can be unlocked in
communities that would otherwise be seen as in
deficit, in need and disadvantage is undeniable. The
third sector organisations are organisations that the
public do know and can trust. It may be that the
public have greater trust in third sector
organisations as names and brands than they may
do in Government, certainly more than they may
have in banks or indeed perhaps building societies as
well. It is about unleashing their potential to make a
diVerence. I have seen third sector organisations that
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are killed by sudden death contracts, by the
insecurity chronic and endemic insecurity of grant
funding, not knowing at the start of year whether
they are going to have the money there to pay the
bills and that is about capital structure in a funny
way, it is about the business model, which I think
was the point that Michael Fallon was making
earlier. What we are exploring in a Social Investment
Bank, which I think is diVerent and innovative but
needs to be done at the right scale, is changing the
way that that eVort and that initiative is capitalised
and looking to more eVective ways to do it. If you
talk to managers and people that work in the front
line, in communities and community development
trusts or social enterprises providing these services,
the idea that there could be a stronger capital base to
give them security to employ local people to provide
services to innovate I think is a key thing. I think this
is an opportunity to do something which is terribly
diYcult to do in Britain. Michael Young, the
founder of the National Consumer Council, said to

me, “Edward, if you want to do anything new in
England you have got to pretend that it’s not”. It is
terribly diYcult to do something innovative here
often in England and I think what we are doing with
this proposal is changing that. I am very confident
that the proposal is far more innovative and will be
far more of an eVective proposal than simply
responding to the inexhaustible needs of a myriad of
diVerent good causes.

Q255 Chairman: The same applies in Scotland as
well. I chair a regeneration company of public and
private interests and it is the grant mentality aspect
that we want to eliminate and we want to get the
access to finances so that we can generate more in
being independent in that. The model itself seems
good to me, Sir Ronald, but the practicalities is the
issue here. We are very grateful to you and your
colleagues for coming along and explaining that to
us this morning. Thank you very much.
Sir Ronald Cohen: Thank you for inviting us.
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Q256 Chairman: Good morning, Minister. Welcome
to the two sessions we have this morning, one on
unclaimed assets within the financial system, which
we will take first, and secondly, financial inclusion
follow-up: saving for all and shorter term savings
products. Can you introduce your team for the
shorthand writer, please?
Ed Balls: Sure, and it is a pleasure to appear in front
of you once again. I have issued a ministerial
statement this morning on one aspect of financial
inclusion, which I will make a brief reference to when
we come to the second part of the agenda. Clive
Maxwell is the Director in the Treasury in charge of
financial services; Paul Johnson is a Director in
charge of public spending and micro-economics,
and Sue Catchpole is the Team Leader within Clive’s
Directorate, who particularly works on financial
inclusion and unclaimed assets together.

Q257 Chairman: Good. On unclaimed assets, we
have had quite interesting evidence to date and we
undertook a visit to the Republic of Ireland to look
at how their statutory scheme is operating, and I
would suggest the Committee was impressed with
that. That leads us to question the Government’s
proposals for a voluntary scheme for unclaimed
assets, because the evidence we have received from
advisers, and indeed from our field visit, was on the
area of incentives. What exactly will the incentives
be for banks and building societies to participate?
Surely, it would bring a level playing field to it if it
was on a statutory basis.
Ed Balls: There are a number of similarities, as you
will note, between the Irish and the UK schemes on
a number of aspects, but on that one major point we
have taken a diVerent course. We have just
completed our consultation, as you know, on the
legislation to introduce an unclaimed assets scheme
here in the UK, but our decision from the outset was
to go for a voluntary scheme; a voluntary scheme,
though, with proper protections and proper
regulation to make sure that it works. We judged
that a voluntary scheme was more likely to give the
financial institutions the flexibility that they need to
be able to meet our objectives. It was also, we
judged, a better way to persuade them to support
what we were doing enthusiastically. The fact that
our consultation document had a joint foreword
from myself and the heads of both the British
Bankers’ Association and the Building Societies’

Association, I think, shows that they are fully
committed to making this work, but it is for the
financial institutions themselves, primarily, to make
it work; to make sure that they are reuniting, where
they can, accounts with customers, making sure that
they are working closely with the Reclaim Fund, and
providing the resources to the Reclaim Fund which
can then be put to good use and to good causes.

Q258 Chairman: If we look at the Republic of
Ireland, in 1997 the estimates for the amount in
unclaimed assets was ƒ3 million. At the end of the
day, up to last year, they had almost ƒ200 million
put into the central register. We have had the banks
and building societies, and the British Bankers’
Association before us in the last couple of weeks.
For the building societies, Adrian Cole, said that
their estimates for roughly £50 million to £70 million
unclaimed assets has tripled, almost, to £150 million.
When I asked Angela Knight of the British Bankers’
Association, she said no, their estimate has still
stayed the same. Something is not quite right there.
If we follow the approach of the Republic of Ireland
on that statutory basis then people will think they
have got the same incentive to ensure that everything
is done properly. I would not like to think that we
would have some banks and building societies
coming back to us and saying: “Look, we have
complied with what the Government has said, but
others have not done it”, and, because of the
voluntary nature of the scheme, we are not going to
get very far.
Ed Balls: We would, obviously, hope that the
numbers turn out to be higher, and we can only work
on the best estimates which come to us from the
private sector. I think the truth is that they do not
know the answer to this question. The British
Bankers’ Association have consistently been in the
range of £250 million to £350 million worth of assets.
As I understand it, the Building Societies’
Association have substantially raised their estimate
from new evidence provided to them by one of their
larger members who has gone back and looked at
these things in great detail and come up with a higher
number. So, in a way, you could say that the
goodwill and partnership which this voluntary
approach is fostering is actually encouraging the
banks and the building societies to engage and find
out if the numbers could be higher. You already
have, from HBOS, a campaign which has already
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begun to reunite their customers with assets. My
sense is that the banks and building societies are
engaging in this pretty seriously.

Q259 Chairman: We are looking at it from the point
of view of rigorous procedures here, and I think that
is the important thing. That is the lesson from the
Republic of Ireland. Let me put it to you: if you are
minded to pursue a voluntary scheme would it not be
a good idea for the legislation to enable the Treasury
to have the delegated power to install a more robust,
compulsory regime, if self-regulation were to fail?
Ed Balls: I do not think it is right to call this “self-
regulation”. What we are doing is considerably
stronger than that, but it is true that from the outset
we have said that these are private sector accounts,
private sector liabilities, liabilities on private
institutions from their own customers, and this is
something that they themselves should manage,
rather than, if you like, to nationalise it, for the State
to take it over—to put it on to our balance sheet to
provide a guarantee. However, having said all of
that, we are regulating that, first of all, the Reclaim
Fund will be regulated by the Financial Services
Authority; secondly, that through that regulation
the FSA will be, essentially, overseeing the relations
between the Reclaim Fund and its individual agents,
the banks themselves, and within FSMA the
statutory framework within which the FSA
operates. If they judge that the regulatory regime is
not strong enough and, therefore, consumers are not
being treated fairly, the FSA have the powers within
existing legislation to strengthen the regulatory
regime. So this is not self-regulation; it is a regulated
regime, but, at the same time, our judgment from the
beginning has been that this should be a private
sector, voluntary scheme rather than a government
scheme.

Q260 Chairman: Just in case, for the public record,
there is a misinterpretation here, we are not
suggesting legislation and State control. The
Republic of Ireland has legislation and it is not State
controlled; they have a central management of assets
separated from politicians (which we want above all)
and government. So legislation can ensure the best
returns in terms of resources without the State being
near it. That is the last thing we want as a
Committee.
Ed Balls: I think, though, the issue comes down to
whether this is something which is being managed by
the private sector; whether the private sector is
managing the process of reuniting, or whether this is
a set of obligations taken on by the public sector. I
understand what you are saying about politicians
and it being at arms-length, but the reality is that the
Irish do have a publicly-run and guaranteed scheme,
which has a diVerent impact in terms of financial
reporting, and the like. There are, though, a number
of similarities, and we both have similarities in the
way in which we will conduct the regime and the
regulatory regime, but there is a fundamental
diVerence, which is we are seeking to do this with the
private sector managing its liabilities; in the Irish

case, those liabilities are passed on to the public
sector balance sheet and are managed by the public
sector.

Q261 Mr Simon: The Government’s definition of
“dormant” is no customer-initiated activity for 15
years. Why 15 years?
Ed Balls: Fifteen years is one of the similarities with
the Irish. The Irish have gone for 15 years as well,
and we have a challenge here because we have to
show to the public that our first priority is to make
sure that wherever possible people are reunited with
their own assets. If we were giving the impression
that it was a much shorter time period, people might
doubt that that is our intention. One of the things
which we do, importantly, in the Bill is write into the
face of the Bill, in primary legislation, a statutory
right for consumers to reclaim their money at any
time. You have to have a decent length of time for
people to do that. Secondly, in order to have some
stability in the Reclaim Fund and in the flow of
resources from the Reclaim Fund into spending, if
you have a considerably shorter period of time than
15 years, then I think it would be much harder to
manage because at any point in time there would be
money moving into the Reclaim Fund and then out
again back to consumers at a much more rapid rate,
and I think that would make it much harder to
manage the liabilities for the Reclaim Fund, and
much harder to plan the spending consequences. We
did look at the Irish experience, and we judged that
15 years seemed a sensible time.

Q262 Mr Simon: If one of the main reasons for the
15 years is the Irish experience, the Irish have defined
their customer activity as “account transactions”
whereas we are going to define it as any activity at
all: a ‘phone call, a vote at a shareholder meeting, or
activity on a diVerent account by the same customer.
If we are defining it much, much more stringently, is
not the logic, therefore, that we should have a
reduced, 10 or 12-year, time period?
Ed Balls: This is part of the consultation. It is
something which can be discussed as the legislation
is before Parliament. We have had to look at these
issues carefully to make sure that customers were
being and were seen to be treated fairly, and to
understand exactly how, in a UK context, activity
should be defined. As I have said, we have tried to
strike a balance in a way which we think will give
assurance to customers that their moneys are not
being unfairly, pre-emptively or overly-quickly
taken. Our starting point was that 15 years seemed
to be a sensible time period. I do not feel, from the
responses we have had from the private, or, actually,
from the wider, consumer responses that people
think that 15 years is an overly-long period of time.

Q263 Mr Simon: Quickly, and finally, if the banks
are going to be using things like a ‘phone call and
whether or not it was responded to, and whether or
not letters were replied to, to make judgments, are
we going to be requiring them to prove these
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activities—to prove the ‘phone call, to give us
written evidence—or are we just going to take it on
trust from the banks that they have done this?
Ed Balls: This will be a matter for the relationship
between the individual banks and the Reclaim Fund,
which will be overseen by the FSA. In order to show
this is being done properly we will need to have
transparency in the way in which these things are
done. I had a meeting yesterday with the British
Bankers’ Association and the Chief Executives of all
of the clearing banks, and one of the things which we
said to them was that we will need to have
transparency in the relationship between the
Reclaim Fund and the individual institutions, to
show people that things are being done in the right
way. Also, I think, to publish the volumes for
individual institutions that flow into the Reclaim
Fund.

Q264 Angela Eagle: Are you not being a touch
naı£ve about the readiness of some of these
institutions to co-operate in an enthusiastic and
meaningful way with this process, which after all
transfers assets that they can put to productive use
for their own profits into a fund that is used for other
things, and therefore becomes out of their reach?
Ed Balls: The proof of the pudding of that will have
to be in the eating, but I do not think that, so far, the
evidence to us is that the banks and the building
societies are dragging their feet. In fact, I think that
they are working pretty closely with us—and I hope
you drew that conclusion from the evidence they
gave when you saw them last week. I met, as I said,
with all the chief executives of the clearing banks
yesterday. I do not have the impression that they are
reluctant to make this work.

Q265 Angela Eagle: If the pudding turns out to be
smaller, to use your analogy, or less healthy than we
thought it was going to be, what fall-back position
do you intend to take to ensure that co-operation is
as enthusiastic as they are telling you it is going to be
at the moment?
Ed Balls: There are advantages for the banks
themselves in this arrangement, because once the
money goes into the Reclaim Fund their liability at
that point is extinguished. So that is strengthening,
from their point of view, in terms of their financial
arrangements. So it is not simply a one-way gain to
us. As I said, one of the things which I think we will
need to do is show in a transparent way the flows of
resource from individual institutions into the
Reclaim Fund. The impression I had from the
Chairman was that he thought that, maybe, the
numbers could turn out to be larger, and that is
something which we will need to monitor. That is an
important part of the work of the Reclaim Fund.
FSA regulation and then wider oversight will be to
keep a close eye on these things. However, our
judgment—

Q266 Angela Eagle: What will you do if you find a
laggard? Let us just say, for theoretical reasons,
there are two fairly similar institutions with a similar
range of customers who you would expect to have a

similar range of transfer to the Reclaim Fund, and
one has transferred a lot and one has transferred
almost nothing. What would you do in those
circumstances, under these arrangements?
Ed Balls: It is a voluntary scheme, so if a laggard
chooses—

Q267 Angela Eagle: Does that mean nothing?
Ed Balls: No, if a laggard chooses not to make any
payments at all, despite the transparency of the
regime, then that is a matter for them. What the
Government is not doing is making this a
compulsory scheme. That is a fundamental decision,
as the Chairman said at the beginning. Do you go
down a compulsory, statutory route, or do you go
down a voluntary route? As I said, I think
transparency will be an important part of this
process, and my impression is that if there are
laggards; that the BBA and the BSA want to be part
of this and want to make this work, and in fact are
already getting on with trying to start the process of
reuniting. If your question is, do we have a reserve
power to compel those who choose not to participate
in a voluntary scheme, the answer is no.

Q268 Angela Eagle: In terms of the unclaimed assets
and the Central Reclaim Fund, the Treasury said
that it wanted a freestanding body, independent of
government, the banking industry and the
distribution mechanism. You have given the banks
and building societies responsibility for taking the
lead in setting up the Central Reclaim Fund. How is
that consistent with it being seen as independent?
Ed Balls: It has to be set up by somebody, and we
wanted this to be a private sector-led, voluntary
scheme, not a government, mandated scheme.
Therefore, while, understandably, the banks and the
building societies are very keen to keep it at arm’s
length from themselves for their own balance sheet
reasons, we thought that, given it was their
responsibility to make this work, it should be their
responsibility to get the Reclaim Fund established.
That is what we asked them to do and that is what
they agreed to do, and that is what is in the
consultation document.

Q269 Angela Eagle: What progress are they making?
Ed Balls: I know that they are thinking at the
moment about how to do it. Clearly, we are—

Q270 Chairman: Thinking?
Ed Balls: We are currently conducting a
consultation in order to produce draft primary
legislation, to then enact in Parliament over the next
year. So we are some way oV getting the Royal
Assent which will allow this organisation to come
into operation. My sense is that the first priority for
the banks and the building societies themselves is to
move ahead quickly with the process of reuniting,
because I actually think that we need to show to the
public that our first priority is to reunite people with
their own money, with their own deposits in bank
accounts, and then if the process of reuniting does
not work eVectively, to see the money flow into the
Reclaim Fund. So in the messages I have sent to the
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banks and the building societies over the last couple
of months we were certainly keen for them to move
first on reuniting while working out the plans for the
Reclaim Fund which will then kick in over the
course of the next year.

Q271 Angela Eagle: Do you envisage an insurance
policy to bear the reclaim risk once the fund is set up?
Or is that something they will decide?
Ed Balls: No, not a public insurance policy, because
we are not here talking about a government
statutory scheme; we are talking about a private
sector, voluntary scheme—

Q272 Angela Eagle: So it is a matter for them what
they decide to do with the risk for reclaim—bear
the risk?
Ed Balls: No, because the FSA will regulate the
Reclaim Fund. It will be for the Reclaim Fund itself
to manage its own liabilities; to make sure it does so
in a proper way, and we have requirements on it to
report its activity in order to make sure it is doing so
properly, and there is FSA regulation. If you had a
government guarantee then that would be—

Q273 Angela Eagle: I was not asking that, I was
saying do you envisage that an insurance policy
would be the right way to bear the reclaim risk. I
suspect you are going to tell me that is a matter for
them.
Ed Balls: I am partly going to say it is a matter for
them, or for the Reclaim Fund, but, also, I think,
given the scale of the resources you are talking about
here, and the management of those liabilities, it
ought to be possible for them to manage these
liabilities in a way which deals sensibly with the risk
without needing to, in the first instance, have an
insurance policy. As I said, that will be for their
judgment rather than for mine.

Q274 Mr Fallon: Minister, National Savings and
Investments have completed their review of their
unclaimed assets under the 15-year definition, and
they have told this Committee that the total they
have unclaimed is £993 million. Why are you
excluding from the scheme money in your own
accounts?
Ed Balls: In?

Q275 Mr Fallon: In government accounts.
Ed Balls: It is not money in a government account.
That is what is unusual about National Savings. As
I understand it, the money is—

Q276 Mr Fallon: Whose account is it, then?
Ed Balls: £436 million of unclaimed assets, using the
same definition as the banks and the building
societies; £974 million, if you also include all NS&I
products (e.g. Savings Certificates), and then £993
million additional including unclaimed Premium
Bond prizes. What happens with National Savings is
that when an individual saves by saving with the
Government they, eVectively, save by taking out
national debt. So these are not unclaimed accounts
which are sitting there in some other part of the

forest, it is a direct reduction in government debt.
That is what people do; they lend to the Government
and by lending to the Government they reduce
national debt. So if we were to repay or to transfer
all unclaimed National Savings products that would
not be money which is sitting in an account, that
would be a direct increase in the national debt. So
the judgment for us is: do we think it would be right
for the taxpayer, for public spending, to transfer that
amount of public spending of taxpayers’ money into
the Reclaim Fund? The judgment we made is that,
actually, it plays a more important role in reducing
the national debt, which is not to say that there is not
an important obligation on National Savings to
reunite—and I can say something about that if you
would like. However, this is not money which sits in
an account in National Savings; National Savings
exist in order to service national debt, and that is
what they do.

Q277 Mr Fallon: It must be sitting in an account
otherwise they could not count it. Funding the
national debt serves the population in general. You
want your scheme to focus on youth services,
financial capability and inclusion. Funding national
debt is quite a diVerent purpose.
Ed Balls: But it is an important purpose. I am sure
you will accept that an increase in the national debt
is not desirable, in its own terms. Lending to the
Government and reducing national debt is a public
good.

Q278 Mr Fallon: You are in charge of this confusion,
not me. It is for you to explain why you are
excluding—
Ed Balls: I am not confused, though.

Q279 Mr Fallon: You are not confused about it?
You have decided to exclude it. You are not
concerned with the issue of equity; that the banks
and building societies say their unclaimed assets are
being taken but not National Savings?
Ed Balls: No, for the reasons I explained, that this is
not money which simply sits in an account; this is
money which directly reduces the national debt. If
we were to pass unclaimed assets from National
Savings into the Reclaim Fund that would be a
direct increase in public spending and the national
debt of half a billion pounds. If that is what you are
proposing, I understand the proposal, but I would
not agree with it.

Q280 Mr Fallon: I am here to ask questions—
Ed Balls: Because I actually think that the
unclaimed assets—

Q281 Mr Fallon: — and you are here to answer
them. You have explained that we can count all this
money, but somehow it is not sitting in your
account. Let us turn to the issue of disbursement.
Ed Balls: I explained, because it is a reduction in the
national debt.
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Q282 Mr Fallon: Let us turn to the issue of
disbursement. Originally, it was proposed that a
great chunk of this money would be spent on the
Social Investment Bank. Sir Ronald Cohen gave
evidence to this Committee on that a couple of weeks
ago. It now looks as if you are going to spend more
of the money on youth centres, financial capability
projects, and the suspicion is, in fact, that you are
topping-up the money that would otherwise be spent
from the Lottery Fund, which has lost £675 million
to the Olympics.
Ed Balls: I am not sure I understood the premise of
the question. At what point was it said that the
money would be spent predominantly on the Social
Investment Bank?
Mr Fallon: That was the proposal by the
Commission that Sir Ronald Cohen chairs.

Q283 Chairman: He says it is £350 million over five
years.
Ed Balls: It is perfectly appropriate for Sir Ronald
Cohen and his Commission to make proposals as
they see fit, as to how they would like to spend this
money. Believe me, there is no shortage of people
who have ideas as to how to spend this money, and
it would be much easier to spend the money if there
was a lot more of it. However, I do not think that at
any point the Government has said that its view, as
opposed to the view of an independent commission
set up in order to give its views—I do not think the
Government has ever made such an indication. If
you go back to the autumn of 2005 when the
Government first said it wanted to move forward
with a manifesto commitment, it said at that time
that it believed there should be two priorities for the
spending of resources: youth services and financial
inclusion. In the consultation document which we
produced a few weeks ago in May, which I am sure
you will have seen, we said that while our starting
point had been to spend the money on youth services
and financial inclusion, we had now seen the
Unclaimed Assets Commission document and we
saw the case, if resources allowed, for making a
contribution from unclaimed assets to supporting
social enterprise. That, I think, will depend upon the
outcome of the consultation here, the volume of
resources and the views of the Third Sector and the
social enterprise sector. There has never been, to my
mind, any presumption that the money would be
spent on the Social Investment Bank. In fact, the
opposite: the starting presumption was that it would
be spent on youth services and financial inclusion.

Q284 Mr Fallon: We will get the bad news to Sir
Ronald Cohen. That means, in eVect—
Ed Balls: I have spoken many times to Sir Ronald
Cohen on this very matter, and I do not think he and
I have any diVerence of understanding of this
position.

Q285 Mr Fallon: So, in eVect, you are spending it on
youth services, youth centres, youth projects which
would otherwise have been funded out of the Lottery
Fund, which you have raided to pay for the

Olympics. In essence, Minister, you are robbing
people’s private bank accounts to pay for Olympic
mismanagement.
Ed Balls: With respect, we are not spending any
money on anything at the moment, because we are
consulting on the basis of primary legislation which
in due course will allow us to release additional
resources for youth services and financial education.
I would say that that is a very good thing for us to be
seeking to do. As for the Olympics, there is no
suggestion, I do not think, and no reasonable case
can be made, that we are diverting money from the
Big Lottery Fund and trying to replace it through
unclaimed assets. I do not think that is true at all. I
think the Big Lottery Fund has been absolutely clear
that not only will they maintain all their
commitments, their existing commitments, but
through to the beginning of the next decade will also
retain the same share of resources going to Third
Sector, social enterprise projects in their overall
spend as now. So I understand that people make
these allegations, because they see unclaimed assets
and Lottery Olympics and think: “If we put the word
Lottery together we can make an accusation”. I
think, if you dig into it, you will find there is not any
substance in the accusation whatsoever.

Q286 Chairman: Can I just clear up, then, in terms of
the Social Investment Bank? Sir Ronald Cohen was
clear to us when he came here that this was a
Commission which was requested by the
Government. They have suggested that to get the
Social Investment Bank or to invest in poorer
communities in the UK they would need £350
million over three years. He envisaged that coming
from unclaimed assets. However, you are saying to
us this morning that it will not come from unclaimed
assets. That would suggest in our mind that the
Social Investment Bank proposal is maybe not going
anywhere. It is dead, in other words.
Ed Balls: I did not quite say that, and I do not want
in any way to be misinterpreted—

Q287 Chairman: Then help us clear this up.
Ed Balls: Sure. The Commission on Unclaimed
Assets is independent of government. It was not set
up at the behest of the Treasury, or the Government,
as I understand it, but it has done some really good
work and we were very pleased to talk to the
Commission about the work which it has done.
Indeed, while we started out with a position that
money from unclaimed assets would be spent on
youth services and financial inclusion, because of the
work of the Unclaimed Assets Commission and their
proposal in the Social Investment Bank, we have
said, following discussions both with the
Commission but, also, with the Third Sector, that we
would add a third objective into our consultation
document which is to support social enterprise. We
say, though, that that will depend upon the resources
which are available, the consultation and the detail
of the proposals which may come forward. I think it
would be quite premature at this stage to say that
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one particular institution is going to receive a certain
quantum of resources in advance of any decision
about—

Q288 Chairman: The important point, from our
Committee’s point of view, is maybe to
communicate to you that he was very clear that to
get this thing oV the ground, to have a starting
chance at all, it needed £350 million over five years.
Something like £50 million or £100 million just
would not do at all.
Ed Balls: I understand that—

Q289 Mr Mudie: Minister, when—
Ed Balls: Just to answer that question, if I could,
Chairman. I do apologise, Mr Mudie.

Q290 Mr Mudie: Accepted.
Ed Balls: I understand exactly Sir Ronald’s position.
He wants to have a Social Investment Bank up and
running, and he wants it to start with a suYcient
endowment to be successful, and he wants some
unclaimed assets money to go into that. I do not
think that he thinks that unclaimed assets will be the
exclusive funder of that institution, but he would like
a portion of unclaimed assets. We started from
wanting to fund youth services, and we will, and
financial inclusion, but if the quantum of resources
allow us to make a contribution to social enterprise,
which could be in the form of a Social Investment
Bank, we will. However, it would be quite wrong and
impossible to come along at this point and say all the
unclaimed assets money is going to go into this
institution, because that would be to renege on a
series of commitments, which we will not do. I think
Sir Ronald knows that very well.

Q291 Mr Mudie: Are you going to consult on what
you are going to spend the money on?
Ed Balls: We produced a whole document.

Q292 Mr Mudie: You have not answered the
question in either of them, on the question of
disbursement. So I am just asking you: are you going
to consult on what you are going to spend the
money on?
Ed Balls: We are consulting in detail on
distribution—

Q293 Mr Mudie: No, you are not. In both
documents you have produced a page of questions,
and not one of them is on disbursement. So I am
asking you a question: in neither of your
consultation documents have you suggested you are
going to ask the public to give their views on how
you should spend the money. Are you going to do
so? It is a straightforward question.
Ed Balls: From the beginning, our position has been
that we will spend the money—

Q294 Mr Mudie: Does that mean “No”?
Ed Balls:—on youth services and financial
inclusion?

Q295 Mr Mudie: You have sent out two consultative
documents—
Ed Balls: We have a whole consultation here.

Q296 Mr Mudie: No. Tell me in either consultative
document where you ask the public to give their
views on what the money is going to be spent on. It
is not in them. So I am just asking: when do we get
round to that stage of consultation?
Ed Balls: The questions are very clear—

Q297 Mr Mudie: If it is public money or if it is
private sector money and you are not going to
nationalise it, why do you take the decision on what
it is going to be spent on? If you are going to be this
even-handed: “Oh no, it’s their money; we are not
going to nationalise it. We are only going to bloody
spend it!”
Ed Balls: “Are the principles underpinning the
distribution of the available surplus assets the right
ones? Where is the greatest need for funding and
finance for Third Sector organisations? What kind
of activity should the wholesaler focus on?”1 These
seem to me to be the right questions to be asking. My
sense, and you may have a diVerent view, is that
there is widespread support in the country for
improving our financing of and provision of youth
services. We all know that people want safer
communities, but they also want decent places for
young people to go. From the very beginning when
the Government said—

Q298 Mr Mudie: Genuinely, where do you think I
get that sense?
Ed Balls: From talking to your constituents.

Q299 Mr Mudie: Are we at the stage of government
where we can read the public’s mind? Why, when
you are raising £350 million, do you ask every other
question but you are taking the decision on one of
the key questions that the public will be interested in,
on how the money is spent? Just let me ask you a
question, and ask you “Yes or no?” You were very
straightforward with Angela in replying to: “If the
banks do not participate what will you do”—
“Nothing”. So you gave that blunt answer. Give us
a blunt answer here—yes, or no. Are you going to
have a public consultation on what this money is
going to be spent on? Yes or no.
Ed Balls: We are consulting on whether we should
spend on youth services or financial inclusion, so the
answer to that is no, we are not consulting on that;
we are consulting on how to spend the money so that
we can deliver money for youth services and
financial inclusion. That was the position from the
beginning. I think you will find there is widespread
support for spending money on better youth
services, and I would think in your constituency, as
in mine and the constituencies of Members round
the table, we all know that youth services is an area
which has been under-funded for decades, and we
should do something more about that. We could
have decided to say there is an amount of money,

1 Note from witness: Quoting from Second consultation
document, p35
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have a broad-based consultation on what to spend it
on, but that is not the road we have gone down. We
have said from the beginning—

Q300 Mr Mudie: Mr Balls, one of the criticisms of
the Big Lottery (and you know my constituency—
one of the most deprived) is that the money seems to
go to local authorities for their museums, etc, etc.
The people who can draw up a scheme get it. So I
have no confidence in the Government or big
institutions or quangos deciding on where money is
disbursed; I am a great believer in asking the public.
Why are you refusing to ask the public?
Ed Balls: I am not sure that I understand the point
here, because your criticism—from reading the
transcripts of previous sessions—is that when the
money goes into the Lottery in general it tends not
to be spent on things that particularly matter in your
constituency.

Q301 Mr Mudie: I have just repeated that.
Ed Balls: What we are saying here is that by
prioritising youth services that means that you have
a straightforward opportunity, working with youth
services, providing the young people in your
constituency, to make sure that there is a Big Lottery
bid from your constituency for unclaimed assets for
youth services. I would—

Q302 Mr Mudie: That is a great intellectual leap, Mr
Balls, if I may say so: I do not like the way the Big
Lottery disburses the money, so I must like the way
you intend to just put it in the youth service, or in the
SIB. I am saying neither; I am saying you should ask
the public.
Ed Balls: The reason why I am struggling with this
exchange is because I would have thought that you
should be a champion of improving youth services.

Q303 Mr Mudie: I am a champion of asking the
public. It is their money.
Ed Balls: Which is why we are having these extensive
consultations.

Q304 Mr Mudie: In the consultation document that
is the one area you do not ask the public’s view on.
Does that not strike you as strange?
Ed Balls: No, because from the beginning we said the
reason why we would set oV down this road is in
order to provide more money for youth services and
financial inclusion. As I said, my judgment is that
there will be widespread support, including in your
constituency, for doing that.
Chairman: We were looking forward to sticky
session this morning. Let me tell you, in terms of Sir
Ronald Cohen, he was very clear about the £350
million of unclaimed assets, and really anything less
would be a dead duck. So maybe it is best not even
to start the process if it is going to be less than £350
million. I think that is the message we want to leave
you with, Minister.

Q305 Mr Love: I want to come back to this issue
about the Social Investment Bank. You said earlier
on, Minister, that your starting presumption in the

way that the money would be distributed would be
youth services and financial inclusion, and that
because of the work of the Commission on
Unclaimed Assets you added to that the Social
Investment Bank. Can we take from that that you
see the Social Investment Bank very much as playing
second fiddle (?) in the way that the moneys will be
distributed. What priority will the Social Investment
Bank get in the overall priorities that you have set
yourself?
Ed Balls: We will have to wait for the outcome of the
consultation, and we do not actually go as far in the
document to say that we would pay money to the
Social Investment Bank; we say: “If resources permit
and subject to clarifying or addressing any state-aid
implications, the Government would like to see a
proportion of unclaimed assets in England used to
support social investment in Third Sector
organisations.”2 One way in which you could do that
would be through the Social Investment Bank, but I
think that is one of the things which we need to look
at in more detail following the publication of that
report, and as a result of the consultation. As it
happens, personally, I can see a lot of merit in a
Social Investment Bank. I am persuaded that there
is a gap here and that we should seek to fill it as a
society, but I do not think that we can presume that
a particular institution which, at this stage, does not
even exist would be the right and the best way to
funnel money to the Third Sector, given that there
will be other alternatives which already exist.
Secondly, I do not think that it would be right to put
all of the resource of unclaimed assets into the Social
Investment Bank at the expense of the funding of
youth services and financial inclusion, which was
our starting point, which I think is an important
priority. So if the question is: “It’s £350 million or
nothing”, then either that is going to be solved by
unclaimed assets turning out to be rather larger than
we expect, or there is going to have to be other
sources of funding into the Social Investment Bank
than unclaimed assets.
Chairman: I think you should look at the public
record and maybe have a chat with Sir Ronald
Cohen on it.

Q306 Mr Love: I want to press you a little bit because
in our discussions with the industry the figures that
have been bandied around are £400 million is likely
to be raised in the first year. Now, I think we have
some scepticism about those figures, and certainly,
looking at the experience of Ireland, they vastly
underestimated the amounts that were available, but
let us take that as an order of magnitude. The Social
Investment Bank are telling us that in the first year
they have to be capitalised to £250 million if they are
going to make this a viable organisation. That is on
the assumption that they are going to raise
substantial funds from the private sector to match
that £250 million. Can I just be clear, from your
answers, that on the basis of raising £400 million it
would be unlikely that you could capitalise them to
the level that they are suggesting?

2 Note from witness: Quoting from Second consultation
document, para 4.20



3740051003 Page Type [E] 31-07-07 00:33:02 Pag Table: COENEW PPSysB Unit: PAG3

Ev 44 Treasury Committee: Evidence

19 June 2007 Ed Balls MP, Mr Clive Maxwell, Mr Paul Johnson and Ms Sue Catchpole

Ed Balls: To the level of £250 million?

Q307 Mr Love: £250 million in the first year.
Ed Balls: It is not right for me to give you a detailed
answer on that question because I do not want to
trip the consultation which is going on. We are
talking about, were we to have an unclaimed assets
scheme for which we now have a list of backing,
would I like to give a particular number to an
institution which currently does not exist? So this is a
rather hypothetical question. However, having said
that, I do not think the presumption in these
documents is that the majority of the funds will go
to the Social Investment Bank. Therefore, if that was
necessary in order to capitalise, it would have to look
for other sources of finance.

Q308 Peter Viggers: I want to ask a couple of
questions about local funds. First, I want to ask a
question following the points by my colleague,
Michael Fallon. The logical underpinning of the
whole of this scheme is that orphan money left with
the Halifax Building Society or the National
Westminster Bank should not really be left with the
people in whose accounts they currently are, but the
orphan funds can be used for the greater good by
being disbursed in a manner which is being
discussed. If the money just happens to be in
National Savings then the greater interest of the
State prevails and you do no need to deal with these
orphan funds; they are fulfilling a role already, they
are helping the State. I suppose a cynic would say
that is a very state-ist approach, but I think of you
as an intellectually rigorous person, Minister, and I
would say that the thinking behind what you have
just said is rather sloppy. How plead you?
Ed Balls: The starting questions from the Chairman
were to express concern that we were being
insuYciently state-ist in the way in which we were
going about this, by having—

Q309 Chairman: Never state-ist, Minister.
Ed Balls: Public sector. By having a voluntary—

Q310 Chairman: I have a natural suspicion of
government, like everybody else. So do not worry
about that.
Ed Balls: So we are seeking to have a voluntary
scheme. As I said, on the face of the Bill the first
priority will be a duty to reunite resources with
customers, and following a meeting that I had
yesterday and conversations with the British
Bankers’ Association I wrote yesterday to the British
Bankers’ Association, to the Building Societies
Association and to National Savings urging them to
come together and have a common way of reuniting
customers with their unclaimed assets, which is
common across banks, building societies and
National Savings. My sense is that National Savings
has been working pretty hard to try to reunite, but
they could do more and we will definitely encourage
them to do more, proactively trying to reunite. The
conceptual point, where I was making points to Mr
Fallon, who did not really want to accept them, is
that the resources which flow into National Savings

are moneys which individuals save by, eVectively,
purchasing national debt. That is what a Premium
Bond is. It is no diVerent, in its conceptual form,
from buying a gilt in the financial markets. So if
there is a pot of gilts or national debt sitting in the
accounts of National Savings unclaimed, and we
transfer that amount of money into the Reclaim
Fund, that is a direct increase in public borrowing
and public spending, because we are adding to the
national debt by taking this money away. So the
public spending consequences would be a half-a-
billion-pound hit to the public balance sheet; half-a-
billion pounds higher public spending and half-a-
billion pounds public borrowing. Our judgment was
that that was the wrong thing to do; to say to the
taxpayer they would have to bear half-a-billion
pounds worth of extra public spending to transfer
money from national debt from the politics of the
balance sheet into the Reclaim Fund was not
something that we should ask them to do. I am not
saying that it is doing better by reducing the overall
national debt than being spent on youth services or
the Social Investment Bank, I am just simply making
the practical point that unless you are proposing a
half-a-billion-pounds increase in public spending it
is very hard to transfer National Savings’ unclaimed
assets into the Reclaim Fund. Our judgment was
that was the wrong thing to do.

Q311 Peter Viggers: Turning to questions on local
institutions, the Government is proposing an option
for locally-based institutions to transfer funds to
local arms-length charities rather than the Social
Investment Bank. Can you define “arms-length”
and, in your judgment, will existing building society
foundations fit this definition of an arms-length
institution?
Ed Balls: It is clearly more complex for building
societies to manage the unclaimed assets process
because of the particular nature of building society
membership. Therefore, we are discussing those
issues with the building societies, and in addition to
that one of the things which characterises the
strength of building societies is that many of them
are very small, local and very embedded in their
communities. So as part of the discussions before we
launched the consultations, we were very keen to be
sensitive to this issue. That is why we are consulting
on a definition of up to £7 billion worth of total
assets, which we think would mean that 52 building
societies would be able to go down the small and
local route, and only eight building societies would
pay into the main reclaim scheme. So the large
majority of building societies would be outside the
main distribution route. The issues which then arise
are as to how this distribution should occur and,
also, how reclaim risks should be managed.
Although we consulted on two options, my instinct
is that the Reclaim Fund will need to pool risk for
these small societies, even if they are then being
diverted back into the local community. It would be
very hard for the individual societies to bear the
reclaim risk themselves. We will be very keen to
ensure that local designated charities, including the
local designated charities with which the building
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societies currently have relationships—that they can
carry on diverting money through those routes.
Without wanting to pre-empt the outcome of the
consultation and the legislation, my instinct would
be that if a building society has a close relationship
with a local charity, its own foundation, then the last
thing we will be seeking to do is to destabilise that
relationship. In fact, we are precisely trying to allow
those local, small building societies to carry on
routing money into the community through those
mechanisms.

Q312 Peter Viggers: If the arms-length bodies are to
be restricted in their allocation of funds to the aims
of the national disbursement programme, how will
this process be monitored if the Big Lottery Fund is
bypassed?
Ed Balls: In the case of the small societies?

Q313 Peter Viggers: Yes.
Ed Balls: I think, in the case of the smaller societies,
we are deliberating taking them out of the Big
Lottery Fund and the objective set for the Big
Lottery Fund and its disbursement to give more
flexibility to local societies, to carry on with their
existing charitable and local works. As I understand
it, there will be no requirement that they have,
through their local foundations, to spend on the
particular objectives which we are setting for the
broader scheme.

Q314 Mr Breed: Just returning a little bit to the
beginning of this, on the laggards—although it is a
voluntary service. Do you think it would be an
appropriate thing for the published accounts of the
banks and other institutions to indicate in these
accounts exactly how much they are currently
holding in dormant accounts—whatever that
definition is—so that we can actually see the precise
amount that these institutions are retaining rather
than putting into a distribution—
Ed Balls: I certainly think that we should publish the
flow of resources from the individual institutions
into the Reclaim Fund, to see whether the volume of
flow is—

Q315 Mr Breed: But the auditors could actually
audit that figure; it could be put into the published
accounts and we could see that in whichever bank it
was they are still retaining a sum of money as
(whatever the definition ultimately is) dormant
money.
Ed Balls: Given the 15-year rule, every institution
will be in that position. I discussed with the banks
publishing the flow of resource. I have not discussed
with them publishing the stock. I am sure that their
response will be to say that it is hard enough coming
up with a general indication of £250 million to £350
million, and that for particular institutions I think
they will say they do not know the answer. I am
happy to have those discussions with them. I can
certainly see that from your point of view and my
point of view it is much easier to make sense of the
publication of the flow if you can relate that to some
estimate of the stock. So it would clearly, from my

point of view, be desirable, but I would have to go
back to the banks and the building societies to ask
them whether they think it could be done. Have you
had those conversations?
Ms Catchpole: We need to discuss that with them.
Ed Balls: We will have that discussion with them,
because I can completely see why it would be a very
sensible thing to do, if we could do it.

Q316 Jim Cousins: Just one small point to follow-up
something that you said earlier. You are not
suggesting to the Committee that if National
Savings did make a contribution to the unclaimed
assets fund that would count as public expenditure?
Ed Balls: It would.

Q317 Jim Cousins: You would count it as public
expenditure?
Ed Balls: It would not be for my decision; that would
be the decision of the OYce of National Statistics,
who make these classification decisions, and the
European accounts issue. In the case of the Irish
parallel, the Irish transfer of resources from the Irish
debt agency into the Reclaim Fund, as I understand
it, does count as a public sector transaction and,
therefore, does count as public spending, or as an
addition to public sector debt. So it would.

Q318 Jim Cousins: So payments from National
Savings Investment into the unclaimed assets fund
potentially could put the achievement of the Golden
Rule at risk?
Ed Balls: Yes, exactly. The complication here is that
while on an annual basis the flow of resources in a
steady state is not so high, in the first year of
establishing the scheme it is very lumpy. So if you are
talking about—whether it is £500 million, £1 billion
or £1.5 billion—that has a direct impact on to the
fiscal rules, because it is a direct transfer from the
public to the private sector and, therefore, an
increase in public expenditure, which is why I asked
Mr Fallon whether that was the proposal he was
supporting. You can see why, from the point of view
of prudent fiscal management, that would be a
diYcult thing to do.

Q319 Chairman: I am going to finish with a couple
of questions. In the 2005 Budget the Chancellor
explained how he had asked “the industry to explore
what more cold be done to reunite owners and
assets, including the possibility of a National
Register”. What progress has been made towards
establishing a National Register? Is it going to
happen?
Ed Balls: I think the judgment we have made, in
consultation with the banks and the building
societies, is that a National Register would be hugely
bureaucratic and cumbersome, and would not
deliver a great deal, and that by getting the banks
and building societies and National Savings to work
together with a statutory duty to reunite we can
achieve the same objective, but we are not proposing
a central register.



3740051003 Page Type [E] 31-07-07 00:33:02 Pag Table: COENEW PPSysB Unit: PAG3

Ev 46 Treasury Committee: Evidence

19 June 2007 Ed Balls MP, Mr Clive Maxwell, Mr Paul Johnson and Ms Sue Catchpole

Q320 Chairman: Several submissions have argued
for a National Register, citing confusion and
diYculty (real or perceived) in using the current
range of facilities for searching for unclaimed assets.
The Commission on Unclaimed Assets have
suggested how a low-cost, comprehensive interface
could be developed. Is there any merit in that?
Ed Balls: One never has a closed mind on these
matters. I am happy to listen to further
consultations. In evidence to you, Patrick Storey,
the partner at Grant Thornton, who as I understand
it, had been advisers to the Irish, said, about a
central register: “It would be a nightmare, in my
view. It would be an administrative nightmare and a
very costly exercise and fraught with diYculties.” I
have to say that our judgment, in discussion with the
banks and the building societies, is that Mr Storey is
right, but I am not ruling it out.

Q321 Chairman: Could I say to you, the same person
said to us in evidence that legislative underpinning
was absolutely essential for a level playing field. So
if you are quoting him there I am quoting him back
to you.

Ed Balls: Fair point.

Q322 Chairman: Your proposals imply that each
institution individually negotiates an agency
agreement with the Central Reclaim Fund, detailing
the responsibilities of each party. Again, how can a
level playing field between institutions be ensured
with such a system?
Ed Balls: We, obviously, want every institution to be
active in reuniting its customers with their accounts
and transferring dormant accounts into the
unclaimed assets pot through the Reclaim Fund. We
will use transparency to try and make sure that
people live up to their public commitments.

Q323 Chairman: As a Committee we found this
inquiry very interesting and I think we have got a few
novel things to put to you before the end of July.
Ed Balls: I look forward to it.
Chairman: Can I finish with that and then go on to
financial inclusion.
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Executive Summary

The expression “unclaimed assets” puts the onus on investors to claim their assets. They may not realise
that they have lost them. There should be an onus on financial companies to keep track of their customers.
This is the topic of “lost investors” rather than “unclaimed assets”. A Commission on Unclaimed Assets is
only looking at one side of the coin. There should arguably also be a Commission on Lost Investors.

1. Everyone should have a unique identity number.

2. This identity number should be on all the “products” of the financial industry.

3. It should be possible for financial companies to find someone’s whereabouts from this identity
number.

4. There should be legislation to require financial companies to use the Letter Forwarding Service if
they have lost track of their investors.

1. The Letter Forwarding Service

1.1 The Department of Work and Pensions says:
“DWP provides a letter forwarding service for pension and insurance companies wanting to
forward beneficial information to customers, usually about pensions or insurance policies.”
(www.dwp.gov.uk/cru/lfs.as)

This does not mention banks or building societies.

1.2 Personal addresses will be recorded on the new National Identity Register. Perhaps this will be useful
for the Letter Forwarding Service of the DWP or the Register could provide its own letter forwarding
service.

2. What is a dormant account?

2.1 The website of the FSA answered the question:
“What is a dormant account?

If an account has not been used for some time (firms may have diVerent definitions, but usually a
year), the bank or building society will write to the customer asking them if they want the account
to remain open. If contact has been lost, the bank or building society will no longer send out mail
and will class the account as “dormant”.”

2.2 There is no mention of the Letter Forwarding Service. Nor is there anywhere on the website of the
FSA. This definition of dormant account is no longer there. I made a copy at:
www.comparativetables.com/fsa1.htm. There is however another definition of dormant accounts on the
website of the FSA:

“Check whether you’ve got any personal savings or current accounts that you haven’t used for a
while, maybe you’ve moved home and forgotten to notify your bank—these are known as dormant
accounts.”

2.3 The British Bankers’ Association also answers the question:
“What is a dormant account?”

If you have a personal savings or current account and there have been no transactions
(withdrawals or deposits) on it, other than transactions initiated by the bank (such as interest and
charges), for a set period (usually at least a year)

AND

the bank hasn’t heard from you during that time

THEN:

The bank will write to you at least once at the last address they hold for you, unless mail has
previously been returned from there, to ask if you want to keep the account open.

If the bank receives no reply after a set period, usually between six weeks and three months, your
account may be considered “dormant”, and the bank will treat your account diVerently from a
“live” account.”

2.4 There is again no mention of the Letter Forwarding Service. Thus a reason for unclaimed accounts
seems to be that banks and building societies are not using the Letter Forwarding Service.
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3. Identity numbers

3.1 If a personal identity number were on all kinds of financial assets, such as bank accounts and life
assurance policies, then this number could be used to trace the owners. Everyone will be given a National
Identity Registration Number when they register on the National Identity Register.

3.2 National Insurance numbers are quite often on various “products”. An IFA Evan Owen (website:
www.ifasok.co.uk), agrees that “NI numbers should be attached to any investment product”. He explained
in an e-mail:

“NI Numbers are recorded for anything that has a “tax eYcient” status, this includes TESSAS,
PEPS, ISAS, Personal Pensions, Executive Pensions, Occupational Pensions, FSAVCs, AVCs,
Stakeholder Pensions and the up-and-coming “Sandler Suite” of products. I have also seen NI
numbers on Mortgage Endowments, it depends on the insurers and the products concerned.”

The bank and building society accounts, TESSAs, PEPs, ISAs, insurance bonds which I have seen did
not contain NI numbers.

We need a system which is more systematic, at present:

1. Everyone does not have a unique NI number.

2. They are not on all the “products” of the financial industry.

3. Financial companies often lose track of their customers, especially when they move house.

4. Orphan funds

4.1 The origin of the orphan funds of life assurance companies seems academic, and opinions diVer. They
seem to arise largely from policies for which there are no payouts when policies mature, that is unclaimed
assets.

4.2 An article There’s £50bn going begging—could any of it be yours? (26th October, 2004
money.guardian.co.uk/savingmoney/story/0,12555,1072006,00.html) implies that all orphan funds come
from unclaimed assets. It starts: “Billions of pounds are held in orphan funds, untouched by those entitled
to it . . .”.

4.3 Another article Aviva names adviser to handle orphan assets worth 2.1 bn pounds (3rd February, 2006,
http://www.abcmoney.co.uk/news/0320061856.htm) says that orphan funds come entirely from the under-
declaration of bonuses:

“The orphan assets are formed when some of the returns from investments by the insurers are not
allocated to policyholders as soon as they are earned.”

4.4 In the US:

“More than one-quarter of all life insurance policy benefits go unclaimed and unpaid on death of
the insured, due to long dormancy periods and because family members aren’t always aware a
policy exists.” (www.missingassets.com/insch.htm)

5. Finding customers

5.1 Banks say “we make every eVort to find lost customers”. They do not even use the Letter Forwarding
Service. A contributor to a discussion said:

“Why doesn’t each bank have a web site listing all dormant accounts. Just name, address, branch,
date of last transaction. Then at least we could check for old family members. I cannot believe that
Banks put much eVort into finding the owners of the dormant accounts. Its not in their interest.”
(boards.fool.co.uk/Message.asp?mid%10368594)

5.2 This is similar to the suggestion of Cancer Research UK:

“Cancer Research UK believes that a comprehensive and mandatory unclaimed assets register is
required to enable charities to find the assets originally intended for them.”
(http://info.cancerresearchuk.org/publicpolicy/briefings/charity/unclaimedassets)

5.3 There needs to be legislation to specify what financial companies must do to find lost customers,
especially the use of the Letter Forwarding Service.

6. The distribution and use of unclaimed assets

6.1 In my opinion unclaimed assets with financial companies should be distributed to the customers of
these companies, rather than to charity. Some of the money could be spent setting up a system to ensure
that assets are not left unclaimed in future.

January 2007
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Memorandum submitted by Keith Hollender

Keith Hollender was the originator of the Unclaimed Assets Register (“UAR”) and has been closely involved
in the subject of unclaimed assets for the last 10 years. The experience gained is considered particularly relevant
to the inquiry. He is an Advisor to the Commission on Unclaimed Assets and is Managing Director, Investment
& Professional Services, Experian.

1. Executive Summary

This memorandum addresses:

— The definition, identification and collection of unclaimed assets, and:

— The possible relevance of schemes in other countries.

No comments have been submitted on the possible distribution and use of the funds. The body of the
memorandum follows the paragraph headings of Treasury Press Notice no.19.

The views expressed in this memorandum are those of the writer.

1.1 A summary of the points presented follows:

(a) The 15 year dormancy period is generous compared with other countries and exceeds the period that
the public would consider necessary;

(b) 66% of the public are in favour of the concept;

(c) Identification of long term dormant account holders may be diYcult due to lack of records;

(d) There would seem to be no reason to limit scope to dormant accounts. Extension to all asset areas
would be compatible with other countries and may be considered fairer to the banks and societies;

(e) The figure of £400m is probably well below the actual value if deceased account holders are taken
into account;

(f) Any legislation needs to be enforced by the appointment of a specific regulator;

(g) Collection and disbursement should be handled by separate bodies;

(h) All owners of unclaimed assets (not only those whose accounts have been inactive for 15 years) should
be placed on a National Register;

(i) Institutions should be required to pro-actively trace their goneaways using the most advanced
processes;

(j) Whether or not funds have been disbursed, true owners must always be able to reclaim their
entitlements;

(k) Any reclaimed monies should be repaid out of the total fund;

(l) Consideration should be given to holding the funds “on trust” for the owners as happens in most other
countries that operate laws of escheat.

2. The Definition, Identification and Collection of Unclaimed Assets

2.1 Definition

2.1.1 The definition of “dormant” is key to determining unclaimed balances. Banks and Societies argue
that many people deliberately leave accounts open which they do not use on a regular basis. One reason for
this may be the perceived diYculties of opening new accounts as a result of tighter money laundering rules.
These accounts, the banks argue, should be treated as merely inactive.

2.1.2 Where the account holder is still living at the address held by the bank/society (but does not respond
to mailings) it may be reasonably claimed that he/she is aware of the account and is deliberately keeping it
open. Indeed, tests on inactive accounts have shown that a relatively high proportion of accounts with no
activity for up to 2-3 years have the owners correct address recorded by the institution. However, there are
some flaws in this argument:

i. Not responding to mailings is one thing but returning statements marked “gone-away” seems odd.

ii. Re-activating an inactive account can require the same degree of anti-money laundering checking
as opening a new account

iii. A survey carried out by Experian in August 2006 indicated that 33% of individuals (plus 10%
“don’t knows”) claim to have an inactive account and must presumably, therefore, be aware of its
existence. The same survey indicated that, on average, the public felt 9.5 years was a suYcient
period of dormancy before funds were transferred. The figure of 15 years allows a significant
cushion beyond this but is far longer than that applied in other countries, excepting Ireland.



3740051005 Page Type [E] 31-07-07 01:02:18 Pag Table: COENEW PPSysB Unit: PAG4

Ev 50 Treasury Committee: Evidence

iv. Most inactive accounts have been inactive for far longer than 2-3 years and sample analysis
indicates that owners of the vast majority of these are now living at another address or possibly
dead.

2.1.3 There has been no indication that the definition would not apply to all bank and building society
accounts including those in the name of a company or charity. There would seem to be no reason to exclude
any accounts. However, it is important to understand that a major diYculty facing institutions will be the
existence of records relating to long term dormant accounts. Original records may never have been
computerised or have subsequently been lost. For this reason it may be sensible to consider agreeing a lump
sum with the institutions in respect of these accounts.

2.2 Scope

2.2.1 Most other countries that have adopted the laws of escheat, treat all unclaimed assets the same way.
Only in Eire is the scheme limited to dormant accounts (subsequently extended to life policies). There would
seem to be no logical reason to limit the scope, particularly in respect of the establishment of a register to
permit the public to enquire as to what assets may be rightfully theirs. A separate dormant accounts register
would be yet another entry point in addition to the NS&I and UAR. A more consumer friendly solution
would be a single Register for all unclaimed assets.

2.2.2 Some organisations have done more than others to find their “lost” customers/investors; a prime
example being the insurers in respect of life policies, and more recently, occupational pension schemes. Most
insurers are members of the UAR and take additional steps to trace lost policyholders (“goneaways”).

2.3 Scale

2.3.1 There is no definitive figure. The UAR has estimated that there is in excess of £15bn in unclaimed
assets in the UK (the equivalent US figure is $300bn). This money has accumulated over a long period of
time and is spread across all sectors of financial services.

Indicative Source:
Life policies £1.5 bn
Pensions £3.5 bn
Dormant accounts £5.0 bn
Shares/dividends £3.0 bn
National Savings £2.0 bn

2.3.2 The survey carried out last August by Experian indicated a figure of £2.8 billion in respect of all
dormant bank and building society accounts belonging to living people. However, it is important to bear in
mind that the majority of unclaimed assets probably belong to deceased persons, whose executors failed to
identify the holdings at time of probate and the total figure almost certainly well exceeds £2.8bn. When the
cut-oV point is set at 15 years and deceased owners are excluded, the indicated value of dormant accounts
was £301m. This should be seen in the context of the Irish situation where it has been suggested that the
equivalent figure was £170m prior to tracing (and that in a country with a population of around 7% of that
of the UK).

2.3.3 The survey also indicated the average dormant bank or building society account in the UK holds
around £182.

2.3.4 Determining whether an asset is “unclaimed” requires diVerent definitions. In the case of accounts,
a long period of inactivity is probably suYcient. In the case of term investments (eg most life policies and
National Savings Certificates), expiration of the term sets the marker but where savings and investments
have no term (eg shareholdings), the definition is more diYcult and reversion to a period of inactivity is the
only reasonable guide.

2.3.5 Many institutions will diVerentiate between unclaimed asset owners and “goneaways”. The latter
may simply not respond to mailings but, for example, continue to make direct debit policy premium
payments.

2.4 Collecting the Proceeds

2.4.1 Responsibility for the transfer of unclaimed assets in other countries tends to lie with the relevant
government department. In California, for example it is the State Controller (California is reputed to hold
$4.8 billion in unclaimed funds). In Ireland the Dormant Accounts Fund is managed by the National
Treasury Management Agency (NTMA). The Minister for Social and Family AVairs has overall
responsibility for payments from the fund and the Dormant Accounts Fund Disbursements Board has been
appointed by the minister to oversee the use of the money in the account.
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2.4.2 Certainly in the various States of America, transfer of unclaimed balances is firmly enforced. The
introduction of legislation in the UK will make it essential that similar robust enforcement procedures are
adopted and a specific Regulator is appointed. The Regulator should have the power of audit and the ability
to impose penalties on miscreant institutions.

2.4.3 Redirecting funds owned by individuals (albeit “lost”) to a third party is a publicly sensitive issue
and although only 26% of the population appear opposed to the concept (recent survey), there will inevitably
be opportunities for the media to sensationalise stories, either about banks failing to comply or funds being
used for non-charitable purposes. Whilst the latter would not fall under the remit of the Regulator, attention
will inevitably be focussed on that position.

2.4.4 It is therefore likely that the role of regulator will be a high profile one requiring adept press handing
abilities. Because of the sensitive nature of the subject, particularly in its early stages, it is essential that the
Regulator is publicly appointed and accountable. Maximum transparency is a pre-requisite.

2.5 Collection v’s Disbursement

2.5.1 There are two quite distinct tasks here, each requiring diVerent areas of expertise. Ensuring funds
are correctly transferred is an on-going and key role. Selecting the appropriate distribution channels will
require a detailed knowledge of the charity market and this role should be divorced from collection.

2.6 Requirements re Pro-active Tracing of Account Holders

2.6.1 It is important to remember that this is not a one-oV exercise of the transfer of the proceeds of
accounts that have been inactive for 15 years. The process is rolling and although there is an initial “back-
log” to address, the systems must be put in place to continually identify and trace inactive account holders.
These methods should be no less rigorous than those adopted to trace absconding borrowers.

2.6.2 It is also important to ensure that pro-active steps to trace are put in place as soon as an institution
has reason to believe a person has moved or died and not only on the 15th anniversary of inactivity.
Similarly, those account holders should be placed on the National Register even though their account
proceeds have not been disbursed.

2.6.3 Many in the financial services industry are already taking active steps to seek out their
“goneaways”. These steps include making use of electronic tracing services and placing the “hard core lost”
on the Unclaimed Assets Register. The most advanced electronic tracing can usually locate 65-70% of
persons from an out of date address quickly and cheaply.

2.7 Reclaiming Disbursed Assets

2.7.1 Although the public are generally supportive of the concept of unclaimed money being used for
charitable purposes (66% according to the August 2006 survey), this predicates an understanding that
owners will always be able to recover their entitlements no matter when they re-surface. So far, the
Government and the Commission on Unclaimed Assets have reasserted this as a cornerstone of the concept.
Nevertheless, the press has been quick to cast doubts.

2.7.2 It has already been indicated that a National Register of dormant account holders will be
established. This register should include those whose account proceeds have already been disbursed (ie 15
years inactive) as well as those whose accounts have been flagged as inactive by the institution. The feasibility
of such a register has been demonstrated by the success of the UAR. The Register will be a point of enquiry
for members of the public and their legal representatives (and will inevitably be checked in every probate).

2.7.3 Where an account owner resurfaces, the full amount due must be repaid once identity and
entitlement have been proven. If the funds have already been disbursed, restitution could come from:

— The dormant account fund itself, or

— An insurance/indemnity policy, or

— The participating institutions.

2.7.4 The key point is that the amount of money going into the fund will always exceed the amount being
reclaimed. This appears to be the norm in the USA where unclaimed monies are usually held on trust for
the rightful owners with the funds themselves being used to boost individual State cash flows. It would seem
unnecessary to be too concerned about this issue.
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3. International Comparisons

3.1 The UK Governments interest in the treatment of unclaimed assets was largely triggered by events
in Ireland. That Government’s “Dormant Accounts Act, 2001” came into eVect in April 2002.

3.2 Under the Act, financial institutions have to contact their clients if they have not eVected a transaction
on their account for 15 years or more. If the institution is unable to make contact, account proceeds are
passed to the State. Funds in accounts that were not reclaimed by the end of March 2003 were transferred
to a Dormant Accounts Fund managed by the National Treasury Management Agency (NTMA).

3.3 In the two years prior the Act becoming live, the banks reputedly located 60% of their lost customers,
thus reducing the total amount transferred by E150m (£100m).

3.4 The process was extended to life policies under the “Unclaimed Life Policies Act, 2003” such that
proceeds of all policies unpaid for 5 years beyond maturity must be transferred to the Fund.

3.5 The underlying principle of the treatment of unclaimed money is similar to that operating in the US
and other countries where the laws of Escheat apply. There, after a few years (c.7 in US), all funds are passed
over to individual states to be held in trust for the true owners. In fact, the amount passing to the state(s)
each year exceeds the amount claimed and the money makes a significant contribution to the funding of
state expenditure.

3.6 In New Zealand the dormancy period is 6 years which is similar to Australia whilst in Canada it is
10 years.

January 2007

Reference

i The Unclaimed Assets register (“UAR”)

The UAR was set up in 2000 with two objectives; to assist members of the public recover their lost or
forgotten financial assets and assist financial institutions address the issue of unclaimed money. Companies
from the life, pensions and unit trust sectors, as well as UK listed companies supply the UAR with records
of those customers with whom contact has been lost. This information is held on a secure, ring-fenced
database and updated regularly. Members of the public and probate solicitors seeking to ascertain
entitlement to lost investments request searches. A search costs £18 (fixed fee, including VAT and a
contribution to charity). If a potential match is made, the searcher is given contact details with the relevant
financial company and asked to make contact. The company concerned will verify entitlement and make
direct payment.

Since inception the UAR has helped re-unite c.£500m. with rightful owners.

As well as the consumer interface, Experian’s UAR works closely with institutions to assist them pro-
actively locate their lost clients (“goneaways”). The electronic tracing facility is usually successful in finding
60-70% of people. Many thousands of records are successfully processed and during 2006, for example, over
220,000 updated addresses were generated.

The success of the UAR has demonstrated both the feasibility of a general register of unclaimed assets
which can operate at relatively low cost levels, and the eYciencies of electronic tracing.

Memorandum submitted by the Association of Investment Companies

1. The Association of Investment Companies (AIC) welcomes this opportunity to outline its views on the
use of unclaimed assets. The AIC is a trade association representing closed ended investment companies. It
has 302 members and the industry has total assets of approximately £86.6 billion. The AIC has a
longstanding interest in the distribution of unclaimed assets and has been arguing for a number of years that
they could be an important source of funding to support the provision of financial education.

2. The Role of Financial Education

2.1 An eVective financial education programme will help individuals develop their financial capability.
This will help potentially vulnerable individuals:

2.2 Avoid inappropriate financial arrangements: in particular, taking on too much debt. Over-
indebtedness is often related to an individual’s propensity to borrow as well as their overall financial
circumstances.

2.3 Engage confidently with financial issues: so that individuals can recognise, and deal with, the dangers
of poor financial management.

2.4 Identify suitable opportunities: including understanding the benefits of basic financial services and
making “rainy-day” and pensions savings.
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2.5 Critically assess information and advice: helping them make judgements about sales claims, advice
and specific product features.

2.6 Delivering even small enhancements in financial capability as set out above could have significant
eVects in a wide number of areas. Individuals with little financial understanding may not be able to evaluate
credit oVers, and so get themselves into expensive debt which they cannot aVord. This can lead to serious
problems in relation to housing, crime and even suicide. Financial awareness is one means of reducing
financial pressures and so can help avoid these problems.

2.7 Poor financial awareness can also compromise the eVectiveness of public policies specifically designed
to address social inclusion issues. The take up of the Child Trust Fund (CTF) exemplifies this. The CTF was
introduced to give future generations of young adults access to financial resources which will help them
develop their life-chances. Enhancing financial capability will help ensure parents take an active role in
investing on their child’s behalf and so increase the potential of this policy to secure its objectives.

3. The Status of Financial Education Delivery

3.1 A recent survey by the FSA found that while many schools say they are delivering some form of
personal finance education, what is actually happening in the classroom is very mixed. There is no
consistency in the topics covered or the frequency of lessons. For most schools financial education is likely
to involve one or two lessons a term—or even less. Fewer than a third of primary teachers and less than a
quarter of secondary teachers feel very confident in delivering this subject.

3.2 Schools at least provide a basic infrastructure to target young people and mechanisms to coordinate
delivery (notably Local Education Authorities). Unfortunately the picture for adult learning is far less
optimistic. Opportunities for reaching adults are even more poorly resourced and fragmented. Reaching
them is arguably far more challenging than young people who are at school. However, we are confident that
suitable initiatives could be developed in workplace, community and social environments. Some FSA
workplace pilot schemes, which aim to reach 4 million individuals over 5 years, are being developed but this
is just the start. An eVective programme should also involve exploiting other trigger points, such as diVerent
lifetime events (perhaps the birth of a child, moving job, redundancy or retirement) or crisis points (such as
imprisonment or falling into debt) to develop opportunities for engagement.

3.3 An eVective financial education programme must be comprehensive. It should cover all age ranges,
ethnic groups and be available across the country. The AIC therefore recommends that the funding criteria
for financial education programmes adopted by the Social Investment Bank must consider all relevant target
areas, including adult and school based financial education projects. However, the focus of its work is likely
to be outreach (rather than schools-based) projects as these are likely to be most cash-starved. (Schools
should be better able to secure funding from other budgets).

4. Distributing SIB Funding

4.1 The AIC recognises that there will be many competing claims on assets released through this scheme
but believes financial education has a critical role in addressing social and financial exclusion. This area
should therefore be a priority in the allocation of these resources. We fully support the creation of a Social
Investment Bank (SIB) to administer the distribution of these funds.

4.2 The SIB should act as a wholesaler of funds to specialist distributors. In the first instance we strongly
recommend that the SIB should work with the FSA to channel unclaimed assets to appropriate targets. The
FSA would be a suitable specialist distributor because it already has a statutory duty to promote financial
understanding. It has also been developing a strategy to enhance financial capability in the UK. Similarly
it has extensive contacts with potential providers. We envisage it would be relatively easy for the FSA to
adapt and expand its role to be a point of contact for organisations seeking funding and identifying and
allocating funds to appropriate projects. If the FSA were not able to take on this role another possible
specialist distributor would be the Personal Finance Education Group (pfeg) an educational charity with
considerable experience in this area.

5. Funding Requirement

5.1 Resources for dedicated financial education projects are currently very scarce given the size of the
educational task. We have previously recommended that a total budget in the region of £50m per year would
be required to develop and deliver a comprehensive programme for financial education designed to create
a step change in financial capability. (Although funding requirements might decline once schemes are up
and running and an overall programme has been developed.)

5.2 We anticipate that the main type of financing required by providers of financial education will be
grants to fund materials, staV and ongoing expenses. Our assumption is that delivery will mainly be in
schools and other public spaces (such as libraries and religious and community facilities) and that many
resources could be accessed through the internet (which is itself available in schools, libraries etc). Costs
would therefore be focussed on training, materials and staV rather than physical infrastructure.
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5.3 Clearly the funds available to the SIB to distribute to financial education will depend on the absolute
level of unclaimed assets it receives. Notwithstanding the fact that parties concerned with financial
education will have to make a compelling case for funding, based on a clear project plan and impact
assessments, we recommend that the SIB should be prepared to deliver a significant amount to securing our
proposed level of funding.

February 2007

Memorandum submitted by the Unclaimed Assets Charity Coalition

Summary

1. The Unclaimed Assets Charity Coalition is keen to provide any further information required by the
Committee, in either oral or written evidence, at the Committee’s convenience. Contact details are provided
in our covering email.

2. The Unclaimed Assets Charity Coalition represents a group of 51 UK charities who are owners of
unclaimed assets in the form of lost legacy income.

3. Our principle interest is in:

(i) Widening the definition of unclaimed assets.

(ii) Ensuring a mechanism for return of unclaimed assets to owners is designed such that it facilitates
the collection of these assets by charities owed them as lost legacy income.

4. Although the Government has begun work with the banking sector to release unclaimed assets, the
Unclaimed Assets Charity Coalition believes that there is more that could be done to help UK charities
recover their funds. We urge the Committee to consider these opportunities as part of this Inquiry.

5. This submission provides the following information:

— A membership list for the Unclaimed Assets Charity Coalition.

— An explanation of what unclaimed assets are owned by UK charities.

— Our comments on the definition of unclaimed assets, including comparative information from the
USA in an appendix.

— Our comments on the necessary mechanism for reuniting assets to owners, specifically the need for
a publicly searchable national register of unclaimed assets.

6. Reclaiming unclaimed assets is an important issue for individuals as well as charities. In our proposals
as set out in this submission, our primary aim is to fulfil the wishes of our supporters by ensuring that money
pledged to a charity reaches that charity. Ensuring that charities are given access to this lost money pledged
to them as legacy donations is an aVordable and practical way that Government can unlock funds for the
UK charity sector, and put right an injustice in the way unclaimed financial assets are currently held.

7. The limited resources of the member charities of the Coalition mean that we have not been able as yet
to conduct detailed research into our proposals to present their full practical and financial implications. We
hope nevertheless that the Committee feels able to give due consideration to the arguments we put forward.

About the Unclaimed Assets Charity Coalition

8. The Unclaimed Assets Charity Coalition is a group of UK-based charities representing a range of
causes who are working together to ensure that the Government helps charities gain access to the funds left
to them by their supporters but lost in the form of unclaimed financial assets. Currently, the coalition’s
membership stands at 51 organisations:

— ACEVO.

— Action for Blind People.

— Alzheimer’s Society.

— Amber the disadvantaged youth charity.

— Animal Health Trust.

— Barnardo’s.

— Battersea Dogs and Cats Home.

— BMS World Mission.

— British Heart Foundation.

— Brooke Hospital for Animals.

— Cancer Research UK.
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— Canterbury Cathedral.

— Civil Service Benevolent Fund.

— Elizabeth Finn Care.

— Epilepsy Action.

— Guy’s and St Thomas’ Charity.

— Great Ormond Street Hospital.

— Heart Research UK.

— Henshaws Society for Blind People.

— Hope and Homes for Children.

— Institute of Fundraising.

— Institute of Legacy Management.

— Marie Curie Cancer Care.

— Methodist Homes for the Aged.

— Musicians Benevolent Fund.

— National Trust.

— Oxfam.

— Parkinson’s Disease Society.

— PDSA.

— Practical Action.

— RNIB.

— RNLI.

— RSPCA.

— Salvation Army.

— Save the Children UK.

— Shelter.

— St. Joseph’s Hospice.

— Tenovus the cancer charity.

— The Diocese of Chichester.

— The Donkey Sanctuary.

— The Elisabeth Svendsen Trust for Children and Donkeys.

— The Guide Dogs for the Blind Association.

— The Roy Castle Lung Cancer Foundation.

— The Royal British Legion.

— The Royal Star & Garter Home.

— Unicef UK.

— WaterAid.

— World Cancer Research Fund.

— World Vision UK.

— WWF UK.

— YMCA England.

9. Cancer Research UK co-ordinates the coalition, and is supported by two steering groups of members
dealing with campaign planning and technical matters whose membership comprises British Heart
Foundation, the Institute of Fundraising, the Guide Dogs for the Blind Association, World Vision UK,
WWF UK, Save the Children and World Cancer Research Fund.

Explanation of What Unclaimed Assets are Owned by UK Charities

10. When a person dies leaving a will, the executor of that will and the person’s next of kin may not have
access to relevant paperwork and other items relating to certain assets when arranging the person’s aVairs.
As a result, assets such as old bank accounts and shareholdings belonging to the deceased person can go
unclaimed. If a person dies leaving undiscovered assets in this way, and has left a percentage of their estate
to charity in their will, then the chosen charities receive a percentage of an incomplete estate, and miss out
on their percentage of the value of any unclaimed assets.
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11. This issue will aVect a significant proportion of the existing unclaimed assets in the UK. Since eVorts
to release unclaimed assets in this country have remained limited for decades, we expect that the majority
of them will have belonged to people who have now died. And since one in seven of all people that die leaving
valid wills leave money to charity, on average five per cent of their total estate, it is reasonable to assume
that charities are owed a significant proportion of the total value of unclaimed assets in the UK.

12. Although we lack access to the data to enable us to estimate an exact figure, we believe that UK
charities could be being deprived of hundreds of millions of pounds through this lost legacy income.
Appendix 1 to this submission outlines how we reached this figure.

13. Legacies are an extremely important source of voluntary income for the charity sector. Although other
fundraising methods such as sponsored events and “chugging” receive more publicity, legacy income is, for
a great many charities, by far the largest single source of voluntary income. In total, legacies form thirty per
cent of all voluntary income in the UK.

14. As the Committee is aware, HM Treasury is currently working with the banking sector on ways to
strengthen the banks’ eVorts to reunite unclaimed bank accounts with their owners. The Unclaimed Assets
Charity Coalition welcomes this move and believes it presents an important opportunity for charities to
reclaim the funds left to them by their supporters but lost as unclaimed assets. We want to make sure that
both private individuals and charities have access to the money that is rightfully theirs, across the full range
of unclaimed financial assets.

The Definition of Unclaimed Assets

15. We are disappointed that the only sort of unclaimed asset currently being considered by HM Treasury
is dormant bank accounts. Unclaimed assets cover a much wider range of products, from wages and shares
to land and the contents of deed boxes. We believe it is essential that the Government sees its work on
dormant bank accounts as the start, and only the start, of wider work to reunite owners with the full range
of their unclaimed assets.

16. We see three main problems with a narrow definition:

(i) Charities and individuals will not have adequate access to information about all other types of
unclaimed asset that they might have claim to.

(ii) If one type of unclaimed asset is looked at in isolation, for example dormant bank accounts, it can
more easily be argued that the sums owed to charities are not large enough to warrant significant
time and eVort on the part of the banking industry and Government on developing a system that
reimburses charities eVectively.

(iii) Without considering all types of unclaimed asset at the outset, the system developed for one type
of unclaimed asset may well not be suitable for “scaling-up” to include other types of unclaimed
asset at a later date.

17. Appendix 2 to this submission provides a list of the categories of unclaimed asset currently collected
by the US state of Vermont, which totals 110 types of asset.

The collection of unclaimed assets and reuniting them with owners

Mandatory not voluntary

18. We believe that a mandatory obligation must exist on the banks and financial institutions to publish
and surrender the dormant assets they hold. This would follow the US model, where Consumer Protection
Legislation of this nature has been operating successfully for some 30 years.

19. Government and industry plans to date are for a voluntary system whereby banks are encouraged to
promote voluntarily the existence of unclaimed assets they hold, and invite requests for their release. We
acknowledge that better advertising and promotion of the existence of unclaimed assets could increase the
numbers of individuals who come forward to make a claim. However, fundamentally, we believe that such
an approach is unacceptable because it would continue to place financial institutions under no legal duty to
publish details of their assets. As a result, the rightful owners of the assets are unable to as easily ascertain
whether or not the assets exist. And charities in turn are not able to collect all assets owed to them.

A national register

20. We would like to see the Government create a comprehensive national register of unclaimed assets to
ensure that both charities and individuals have full access to information to enable them to find the money
they are owed. We believe that a comprehensive register that is searchable using the name and last known
address of lost asset-holders, would provide the best mechanism for ensuring, as far as possible, that assets
are reunited with their owners. We believe a public agency would be best placed to own and manage this
register.
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21. We are disappointed that earlier expressions of interest from Government in a register model have
since been dropped. In 2002, the Government discussion paper “Next Steps for Volunteering and Giving in
the UK” stated “We want to [understand] . . . how a comprehensive database might be achieved that would
lead to a significant increase in charities’ income.” By the 2005 Budget, the onus for investigating a register
had moved to the banking sector: “The Government also expects the [banking] industry to explore what
more could be done to reunite owners and assets, including the possibility of a National Register”. And by
2006, no public mentions of the national register concept were made.

22. We urge the Committee to call on the Government to conduct its own investigation into the value of
a comprehensive register and the benefits that would accrue to charities.

What a register would look like

23. A register should be:

(i) Mandatory—so that all financial institutions are required to declare the unclaimed assets they hold;

(ii) Comprehensive—so that all types of unclaimed assets are included;

(iii) Public—so that any individual or organisation can access the register;

(iv) Searchable—including the full names and addresses of asset-holders, so that charities can match
the register with their legacy database and searches can be done by Executors using a selection of
names and addresses relevant to one individual;

(v) Free—so that beneficiaries are not excluded from accessing the register because of cost.

24. There are two broad categories of charity legators whose names and addresses we would wish to match
to an Unclaimed Assets Register: firstly, the retrospective bulk of legators who died many years before the
register is established, and who will form the bulk of register entries; and secondly, the new legators that are
added to the register as the process continues.

Clearing the historical bulk of register entries

25. When the register is launched, executors can be prompted by beneficiaries of previous wills to search
out any previous names and addresses of the deceased persons, for these will provide the key to locating
assets on the register belonging to the backlog of deceased unclaimed asset holders. These historical details
will be available from old correspondence, solicitors’ files, utility companies’ bills, Registers of Electors,
friends and relatives and so on.

26. Charities could also run their legator databases against the register to find those assets which
historically have remained unclaimed and to which they have legal title. In a recent survey of the membership
of the Unclaimed Assets Charity Coalition, the charities between them hold over 139,000 comprehensive
historical records of their residuary legacies which can be easily interrogated. Charities could incur some cost
from a search such as this, but it is likely that many of the larger legacy charities would choose to conduct a
one-oV search of the register soon after it is launched.

27. It is very likely that heirfinder agencies will establish themselves, oVering to locate the beneficiaries of
valuable estate assets, as has happened in the US. Charities and private individuals could choose to pay these
agencies to search on their behalf. Legislation imposing a ceiling on the fees such agencies can charge may
be necessary; in the US, legislation commonly sets this ceiling at 10 per cent of the value of the asset.

Using the register on a regular basis

28. As the length of time since the launch of the register increases, Executors will be familiar with it and
will trawl the Register for information on changed names and addresses as they administer estates,
assimilating the Unclaimed Asset Register search into their normal procedures at the outset of an
administration. It would then rarely be necessary for a charity to interrogate the register in the same way,
but this opportunity would still be open to charities and private individuals if they so wished.

Further research and discussion

29. The Unclaimed Assets Charity Coalition held a useful introductory meeting with representatives of
the British Bankers’ Association and Building Societies’ Association last year. At the meeting, we discussed
ways to improve charities’ access to their lost legacy funds within the current and planned voluntary system,
rather than through a national register. We hope to continue working with the BBA and BSA in the future,
to test options for matching samples of Coalition members’ legacy data with the unclaimed asset data
accessible by the BBA, in order to establish what values of asset this process would provide in practice.
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Conclusion

30. Although the Government has begun work with the banking sector to release unclaimed assets, the
Unclaimed Assets Charity Coalition believes that there is more that could be done to help UK charities
recover their funds. Principally, we would like to see a widening of the definition of unclaimed asset and
the establishment of a publicly-searchable national register of unclaimed assets. We urge the Committee to
consider these opportunities as part of this Inquiry. In our proposals as set out in this submission, our
primary aim is to fulfil the wishes of our supporters by ensuring that money pledged to a charity reaches
that charity. Ensuring that charities are given access to this lost money pledged to them as legacy donations
is an aVordable and practical way that Government can unlock funds for the UK charity sector, and put
right an injustice in the way unclaimed financial assets are currently held.

APPENDIX 1

OUR CALCULATIONS OF THE POTENTIAL TOTAL OF UNCLAIMED ASSETS
OWED TO CHARITIES

Our estimate of the value of unclaimed assets owed to charities from their legacy estates is in the order of
hundreds of millions of pounds. In order to reach an estimate, we are forced to use approximations based
in part on US comparison, since many of the financial institutions which are holding unclaimed assets do
not publish their value. We show below how we have reached this estimate.

Step 1: The Definition of an Unclaimed Asset

We use a wide definition of unclaimed assets which includes all categories of financial investments,
including dormant bank accounts, unclaimed stocks and shares, forgotten insurance and pension
investments, together with the contents of deed boxes etc lying unclaimed in banks’ safe-keeping.

Step 2: Estimating the Total Value of Unclaimed Assets in the UK

Estimates of the value of unclaimed assets in the UK vary widely. This is because financial institutions
refuse to disclose the value of the unclaimed assets they are holding and because definitions of unclaimed
assets vary.

To estimate the total value of unclaimed assets, we have used the US model as our base, for in that country
unclaimed property Consumer Protection legislation has been in operation for over thirty years, and a
public, searchable register of unclaimed property is made readily available by each State—see
www.unclaimed.org. Our estimate, using the US example, is that there are approximately £30 billion of
unclaimed assets in the UK, albeit that oYcials working in unclaimed property in the US have expressed
the view that our figure is conservative.

Additional support for our estimate comes from a number of sources. The commercial and voluntary
Unclaimed Assets Register estimates that there is at least £15bn of unclaimed assets held in the UK. At the
other extreme, media articles in recent years have claimed there are £125bn of unclaimed assets. And
research into the FTSE 100 companies suggests at least £1 billion of unclaimed shares is lodged with
companies trading on the London Stock Exchange.

Step 3: Estimating the Proportion of Unclaimed Assets Owed to Charities

We estimate that approximately two-thirds of unclaimed assets in the UK belong to deceased person’s
estates, since these lost assets have been accumulating over generations. Using our estimate of £30 billion
of unclaimed assets, the value of the two thirds of unclaimed assets belonging to deceased person’s estates
would be £20 billion.

Approximately £1 in £20 bequeathed by UK legators is gifted to charity. Therefore £1bn could be due to
our charities—this is almost the total value of one full year’s legacies left to all UK charities. In addition,
the value of unclaimed assets lost to our charities increases daily as new Wills are proven and their executors
fail to locate all of the assets owned by our legators.

Our estimations therefore leave us to conclude that we can support the statement that there are “hundreds
of millions of pounds” of unclaimed assets owed to charities.

Total value of unclaimed assets owed to charities from bank and building society accounts.

The estimates recently provided by the British Bankers’ Association and Building Societies’ Association
put the total value of unclaimed assets from this sector at £300-£500m, and this figure has been accepted by
HM Treasury. Using the same calculation as above, this would mean that the potential charitable income
from this group of asset totals between £10m and £23m.

February 2007
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APPENDIX 2

LIST OF CATEGORIES OF UNCLAIMED ASSET CURRENTLY COLLECTED
BY THE US STATE OF VERMONT

Account Balances Due

1. AC01 (3) Checking Accounts.

2. AC02 (3) Savings Accounts.

3. AC03 (3) Matured Certificates of Deposit or Savings Certificates.

4. AC04 (3) Christmas Club Accounts.

5. AC05 (3) Money on Deposit to Secure Funds.

6. AC06 (3) Security Deposits.

7. AC07 (3) Unidentified Deposits.

8. AC08 (3) Suspense Accounts.

9. AC09 (3) IRAs.

10. AC99 (3) Aggregate Account Balances Due.

Uncashed Checks

11. CK01 (3) Cashier’s Checks.

12. CK02 (3) Certified Checks.

13. CK03 (3) Registered Checks.

14. CK04 (3) Treasurer’s Check.

15. CK05 (3) Drafts.

16. CK06 (3) Warrants.

17. CK07 (7) Money Orders.

18. CK08 (15)Traveller’s Checks.

19. CK09 (3) Foreign Exchange Checks.

20. CK10 (3) Expense Checks.

21. CK11 (3) Pension Checks.

22. CK12 (3) Credit Checks or Memos.

23. CK13 (3) Vendor Checks.

24. CK14 (3) Any Checks Written OV to Income/Surplus.

25. CK15 (3) Outstanding OYcial Checks or Exchange Items.

26. CK16 (3) CD Interest Checks.

27. CK99 (3) Aggregate Uncashed Checks.

Court Deposits

28. CT01 (3) Escrow Funds.

29. CT02 (3) Condemnation Awards.

30. CT03 (3) Missing Heirs’ Funds.

31. CT04 (3) Suspense Accounts.

32. CT05 (3) Bail or Deposits Made With a Court or Public Authority.

33. CT99 (3) Aggregate Court Deposits.

Insurance

34. IN01 (3) Individual Policy Benefits or Claim Payments.

35. IN02 (3) Group Policy Benefits or Claim Payments.

36. IN03 (3) Death Benefits Due Beneficiaries.

37. IN04 (3) Proceeds from Matured Policies/Endowments/Annuities.
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38. IN05 (3) Premium Refunds on Individual Policies.

39. IN06 (3) Unidentified Remittances.

40. IN07 (3) Other Amounts Due Under Policy Terms.

41. IN08 (3) Agent Credit Balances.

42. IN10 (2) Proceeds or Shares of Stock from Demutualization.

43. IN99 (3) Aggregate Insurance Property.

Mineral Proceeds

44. MI01 (3) Net Revenue Interests.

45. MI02 (3) Royalties.

46. MI03 (3) Overriding Royalties.

47. MI04 (3) Production Payments.

48. MI05 (3) Working Interests.

49. MI06 (3) Bonuses.

50. MI07 (3) Delay Rentals.

51. MI08 (3) Shut-in Royalties.

52. MI09 (3) Minimum Royalties.

Miscellaneous Intangible Property

53. MS01 (2) Wages, Payroll, Salary.

54. MS02 (3) Commissions.

55. MS03 (3) Worker’s Compensation Benefits.

56. MS04 (3) Payment for Goods and Services.

57. MS05 (3) Customer Overpayments.

58. MS06 (3) Unidentified Remittances.

59. MS07 (3) Unrefunded Overcharge.

60. MS08 (3) Accounts Payable.

61. MS09 (3) Credit Balances/Accounts Receivable.

62. MS10 (3) Discounts Due.

63. MS11 (3) Refunds Due.

64. MS12 (3) Unredeemed Gift Certificates.

65. MS13 (3) Unclaimed Loan Collateral.

66. MS14 (3) Sums Payable Under Pension/Profit Sharing Plans.

67. MS15 (2) Property Distributable as Result of Dissolution.

68. MS16 (3) Miscellaneous Outstanding Checks.

69. MS17 (3) Miscellaneous Intangible Personal Property.

70. MS18 (3) Suspense Liabilities.

71. MS99 (3) Aggregate Miscellaneous Property.

Securities

72. SC01 (3) Dividends.

73. SC02 (3) Interest Payable on Registered Bonds.

74. SC03 (3) Code Deleted.

75. SC04 (3) Equity Payments.

76. SC05 (3) Profits.

77. SC06 (3) Funds Paid Toward Purchase Shares/Interest in Financial.

78. SC07 (3) Bearer Bond Interest And Matured Principal.

79. SC08 (3) Shares of Stock (Returned by Post OYce).

80. SC09 (3) Cash for Fractional Shares.
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81. SC10 (3) Unexchanged Stock of Successor Corporation.

82. SC11 (3) Any Other Certificates of Ownership.

83. SC12 (3) Underlying Shares/Outstanding Certificates of Owners.

84. SC13 (3) Liquidated/Redemption Unsurrendered Stocks/Bonds.

85. SC14 (3) Debentures.

86. SC15 (3) US Government Securities.

87. SC16 (3) Mutual Funds.

88. SC17 (3) Warrants.

89. SC18 (3) Matured Principal on Registered Bonds.

90. SC19 (3) Dividend Reinvestment Plans.

91. SC20 (3) Credit Balances.

92. SC21 (3) Cash in Lieu of Stock.

93. SC22 (3) Stock Split.

94. SC99 (3) Aggregate Securities—Related Cash.

Tangible Property

95. SD01 (5) Safe Deposit Box Contents.

96. SD02 (5) Other Safekeeping Items.

97. SD03 (3) Other Tangible Property.

Trust, Investment, and Escrow Accounts

98. TR01 (3) Paying Agent Accounts.

99. TR02 (3) Undelivered Dividends or Uncashed Dividends.

100. TR03 (3) Funds Held in a Fiduciary Capacity.

101. TR04 (3) Escrow Accounts.

102. TR05 (3) Trust Vouchers.

103. TR99 (3) Aggregate Trust Property.

Utilities

104. UT01 (3) Utility Deposits.

105. UT02 (3) Membership Fees.

106. UT03 (3) Refunds or Rebates.

107. UT04 (3) Capital Credit Distributions.

108. UT99 (3) Aggregate Utility Property.

109. VT01 (3) Cash Assets.

110. VT02 (3) Miscellaneous.

Memorandum submitted by the Association of Mutual Insurers (AMI)

1. I am writing in response to Treasury Committee press release No 19 which announced this inquiry, on
behalf of the Association of Mutual Insurers (AMI).

2. The Association of Mutual Insurers (AMI) has 30 members which represent 98% of the mutual insurers
in the UK. In total, AMI members represent 13.3million policyholders in the UK and have £82 billion in
assets. Established by aYnity groups and based on the principles of self-help and of taking personal
responsibility for their own insurance needs, the products and services of mutual insurers are now widely
available for the benefit of all.

3. The mutual model enables organisations to provide savings products which span the demographic
range of the UK, reaching people with limited financial resources to assist them in improving their economic
status. In addition, mutual insurers provide healthy competition within the insurance market. One example
of this is the Child Trust Funds, where mutual insurers provide nearly half of all accounts opened in the UK.
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4. Mutual insurers do not have shareholders but are member-owned organisations. In simple terms this
means they do not have external investors. This is the most significant diVerential between mutual insurers
and proprietary companies.

5. When referring to mutual insurers, a distinction must be made between the unclaimed policies and the
estate of a mutual organisation. Unclaimed policies belong to the policyholder and, if remain unclaimed,
are reinvested for the benefit of all its members. The estate of a mutual insurer comprises capital which has
built up over generations and which is used for the prudent management of the organisation. The estate
belongs, in its entirety, to the organisation or society and provides the totality of capital available to it.
Removing the estate of a mutual organisation would seriously disadvantage the policyholder and the future
of the mutual insurer.

6. The mutual business model places member owners at the heart of the organisation with a majority based
around community or aYnity groups. Such a structure enables the mutual sector to be well positioned in
regards to tracking down unclaimed policies because members have a close relationship with their mutual
organisation. For this reason, numbers of unclaimed policies among mutual insurers are relatively few.

7. Many products supplied by mutual insurers are long term investments made by members. All members
as owners, benefit from profits made by the organisations. In that respect the model already delivers the
social redistribution of assets that the enquiry proposes. The assets of mutual insurers are owned by the
members; past, present and future.

8. “Whole of life” policies and other such products provided by mutual insurers often have open-ended
terms and are by no means standard. The point at which policies like this become unclaimed is hard to define.

9. The AMI/AFS guidance on member relations issued in 2005 through the Myners report enhances the
frequency with which mutual insurers communicate with members. This is another measure specifically
undertaken by the mutual sector to alleviate the unclaimed policy issue.

10. As a result of mutual insurers being owned by policyholders, they consider it their corporate
responsibility to repatriate assets with their rightful owners. Significant eVorts are already in place to do this
and a further process would be a new expense which could only be met from members funds.

11. AMI and its members conclude that any removal of unclaimed policies would be harmful to the sector,
to the disadvantage of customers, and provide little, if any, windfall gain to the Social Investment Bank. We
strongly suggest mutual insurers are exempted from any proposal to extend this inquiry beyond banking.

February 2007

Memorandum submitted by the Institute of Fundraising

Executive Summary

The Institute broadly welcomes a mechanism where unclaimed assets can be used to support the work
and the benefit of good causes.

The Institute believes that it is essential that the use of unclaimed assets is additional to the Government’s
agenda. The Government must also ensure that a full and open consultation is held with the public and with
the charity and voluntary sector about how unclaimed assets are reinvested in society.

1. About the Institute of Fundraising

The Institute of Fundraising (registered charity number 1079573) represents fundraisers and fundraising
throughout the United Kingdom. It is a membership organisation committed to the highest standards in
fundraising management and practice. Members are supported through training, networking, the
dissemination of best practice and representation on issues that aVect the fundraising environment. The
Institute of Fundraising is the largest individual representative body in the voluntary sector with over 4,000
individual members and more than 200 organisational members. Membership reflects income to the sector
of some £5 billion per annum and delivers more than £12 billion service-output covering all areas of social
activity. Members are drawn from all types of Voluntary and Community Organisation (VCO), from large
international charities to very small voluntary and community groups.

2. Introduction

The Institute of Fundraising welcomes the opportunity to make a submission to the Treasury Select
Committee Inquiry: Unclaimed assets within the financial system. We broadly welcome the introduction of
a scheme where unclaimed assets can be used to benefit good causes. The Institute is however concerned that
there is also a directive as to which good causes the money generated is likely to be spent upon. The Institute
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believes that it is essential that the use of unclaimed assets is additional to the Government’s agenda.
Government must also ensure that a full and open consultation is held with the public and with the charity
and voluntary sector about how unclaimed assets are reinvested in society.

3. An appropriate use for unclaimed assets?

The Institute broadly welcomes a mechanism where unclaimed assets can be used to support the work
and the benefit of good causes.

The Institute believes that it is essential that the use of unclaimed assets is additional to the Government’s
agenda. The Government must also ensure that a full and open consultation is held with the public and with
the charity and voluntary sector about how unclaimed assets are reinvested in society.
The Government has expressed its commitment to donate all funds from dormant bank accounts where the
owners remain untraceable to charitable purposes and community projects. The Institute of Fundraising
applauds this proposal, but urges the Government to ensure that a full public consultation is held on who
should decide which causes and projects the money should benefit.

4. Funding the Third Sector

In order for the community and voluntary sector to remain healthy and vibrant, it is vital for any charity,
to strike the right balance between restricted income and that it can earn from selling services.

For the most part, fundraising is a key and fundamental ingredient to the sustainability of the UK
voluntary and community sector. The majority of charities who fundraise rely on fundraising income to
deliver and achieve some or all of their charitable aims and objectives. Research that maps trends in Third
Sector funding and fundraising and evaluates the eVectiveness of fundraising techniques is relatively scarce.
Where it does exist, it is relatively small scale with small sample sizes. It is therefore diYcult to draw
substantive conclusions and make the strategic decisions necessary in order to secure the sustainability of
the sector.

While some charities also receive statutory funding and grants from charitable trusts and companies, for
the most part, fundraised income from individual donors is the most important source of voluntary income
for UK fundraising charities. Most voluntary organisations strive to hold a level of savings in reserve to
make sure that they are sustainable and can continue to deliver the work of their charity in the event that
projected fundraised income does not materialise. Other charities also seek to make investments as a
measure to spread financial risk and avoid a situation where the charity is overly reliant and dependent on
fundraised income.

Latest research shows that the voluntary and community sector’s total income in 2003–04 was £26.3
billion—an increase of £1 billion pounds from the previous year. Larger organisations account for a greater
share of this income. More than two-thirds of the income generated is done so by approximately 2% of
the sector1.

Voluntary income—such as grants and donations that are “given”, distinguishes the voluntary sector
from other sectors. Fundraised “earned” income is derived from selling goods and services, which often
includes activities to generate funds for an organisation.

The Voluntary and Community sector presently generates £12.5 billion of earned income and £11.8 billion
of voluntary income. The balance £2 billion of income is made up by returns on investments, which includes
dividends and interests payments. Fundraised “earned” income has increased from 33% in 1994–95 to 47%
in 2003–042.

The increasing role that some voluntary and community sector organisations are playing in the delivery
of public services has resulted in an increasing amount of fundraised income from statutory sources into the
voluntary and community sector. Taking into account income for lottery distributors and overseas
governments, this is estimated to have been more than £10 billion in 2003–04, outstripping income from the
public by more than £700 million.

As a proportion of the total income that the voluntary and community sectors receives, the state now
accounts for 38% of revenue—53% via fee or contract income and the remainder through statutory grants.
While a still relatively even split, it does continue to reinforce the trend of a move away from statutory grants
to statutory fee or contract funding. Individuals as a proportion contribute 35% while the private sector
account for a tiny 1% of income source3.

1 NCVO (2006). The UK Voluntary Sector Almanac 2006: The State of the Sector.
2 NCVO (2006). The UK Voluntary Sector Almanac 2006: The State of the Sector.
3 NCVO (2006). The UK Voluntary Sector Almanac 2006: The State of the Sector.
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5. Funding Barriers to Third Sector Organisations

Although total income in the sector rose, the total amount generated by organisations with incomes
between £10,000 and £100,000 decreased—despite the increase in the number of charities in this group.
Overall, the evidence suggests a picture whereby individual organisations would appear to be doing less well
as average incomes for all organisations in the sector were at best static, or falling. On the whole, individual
organisations have struggled to increase their revenue streams beyond the rate of inflation. Levels of public
“giving” in the last five years have plateaued to static growth point.4

Together, 14 charities, most of which are household name brands, with an annual income of over £100
million, generate 10% of the sector’s income. These organisations have been particularly successful because
they have fundraised to secure voluntary or public donations and legacies or because they are delivering
public services under contract to Government. Some, but not all, of these organisations do both.
Increasingly, the experience of these charities is shaping public perception of fundraising in the sector as a
whole. However, what public perception fails to comprehend is that the vast majority (87%) of organisations
have incomes of less than £100,000 and generate less than 8% of the sector’s income. Trends would suggest
that the concentration of resources is becoming more acute over time5.

Evidence would suggest that the bigger organisations are accounting for a greater share of the revenues.
By comparison, voluntary income has fallen slightly over time—from 47% in 1994–95 to 45% in 2003–04.
However, the sharpest decline of income from fundraised sources has been from that of investment income.
This has declined from 20% in 1994–95 to 8% in 2003–04—the result of lower stockmarket returns and lower
interest rates6.

6. Changes to current funding structures

The shift from grant giving to commissioning and procurement, and more generally the expanding role
of the Voluntary and Community Sector in public service delivery, has led to a market environment in which
voluntary and community sector organisations are required to “compete” for resources. For some voluntary
and community sector organisations, the changing relationship that they have with Government at a central
and local level where there is an emphasis on contracting with the voluntary sector, has been at the expense
of “investing” in the sector.

At a practical level, many Voluntary and Community Sector organisations do not have the infrastructure
to respond to the commissioning processes of contracting and procurement or the resources to manage
their delivery.

Contracts and restricted funding can be prescriptive. Contracts are becoming increasingly standardised
and oVer less flexibility and freedom for the voluntary and community sector organisations in receipt of
them. Consequently, there is an increasing risk that the hallmark innovation of voluntary and community
sector organisations will become stifled.
There is also concern amongst some voluntary and community sector organisations that the current shift
in the funding environment is compromising the independence of the sector. It is thought that activity
undertaken by some in the sector such as advocacy, campaigning and the development of best practice will
be threatened if the present funding trend continues.

The sector is increasingly aware of the need to find and strike the right balance between funding through
grants and contracts. There is a hope in the sector that a mechanism such as a Social Investment Bank whose
income was generated through redistributed unclaimed assets could enable more funding autonomy to
the sector.

7. Working with and through specialist distributors

The model of a Social Investment Bank that was suggested as a mechanism to distribute unclaimed assets
in the recent Commission for Unclaimed Assets report would aim to provide technical support and financial
expertise to the voluntary sector should build on and complement the existing intermediaries that already
exist to support the sector. Umbrella organisations—such as the Institute of Fundraising as well as the
government’s Finance Hub, and entities such as Futurebuilders all provide aspects of financial and funding
advice and support to the sector and it is important that their expertise is acknowledged and incorporated
into any distribution mechanism. It is also important when establishing any other new distributor of
unclaimed assets, to implement lessons learnt from the establishment of other distribution mechanisms
(such as the Big Lottery Fund) to ensure that the same diYculties aren’t encountered again.

4 NCVO (2006). The UK Voluntary Sector Almanac 2006: The State of the Sector.
5 NCVO (2006). The UK Voluntary Sector Almanac 2006: The State of the Sector.
6 NCVO (2006). The UK Voluntary Sector Almanac 2006: The State of the Sector.
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8. Organisation and structure of the “Social Investment Bank”

The Institute believes that it is vital that any Social Investment Bank model strives to fund and support
actual, rather than perceived need. The Commission, through the work of The Young Foundation, has
identified that society has “experienced a rapid rise in prosperity and opportunity and is slowly getting over
a long period when family structures weakened markedly . . . .but amidst this picture there are many acute
unmet needs some of which have clearly worsened.”

Need, actual or perceived, is potentially infinite and resources are limited: At present, ball park figures7

suggest that the following is spent seeking to meet perceived or actual need:

— £400 billion spent by government;

— £7.3 billion from public charitable donations;

— £2 billion from foundations;

— £315 million from corporate CSR;

— £692 million committed by BLF.

Consequently, the Institute strongly believes that any resources generated through Unclaimed Assets
must be used very strategically in order to support the voluntary and community sector to meet actual need.

The Institute believes that the resources of a Social Investment Bank might be used in some of the
following ways to support the work of the voluntary and community sector:

— Campaigning to persuade government(s) to provide new services and funding to meet actual need.

— Innovation to develop new models to address actual need if existing models to meeting perceived
need are failing.

— Investment to develop capacities so that the actual needs that voluntary and community sector
organisations address can be met sustainable fashion.

9. Other issues?

The Institute of Fundraising are also members of the Unclaimed Assets Charity Coalition, which
represents the interests of the charity sector in reuniting owners with their assets.

It is possible that millions of pounds of funds could be being held by financial institutions in the UK that
are in fact owed to charities as lost legacy income from unclaimed assets. Legacies are an extremely
important source of voluntary income for the charity sector. Although other fundraising methods such as
sponsored events and direct mail receive more publicity, legacy income is, for a great many charities, by far
the largest single source of voluntary income. In total, legacies form 30% of all voluntary income in the UK.

When a person dies leaving a will, the executor of that will and the person’s next of kin may not have access
to the relevant paperwork and other items relating to certain assets when arranging the person’s aVairs. As
a result, assets such as old bank accounts and shareholdings belonging to the deceased person can go
unclaimed. If a person dies leaving undiscovered assets in this way, and has left a percentage of their estate
to charity in their will, then the chosen charities receive a percentage of an incomplete estate, and miss out
on their percentage of the value of any unclaimed assets.

This issue will aVect a significant proportion of the existing unclaimed assets in the UK. Since eVorts to
release unclaimed assets in this country have remained limited for decades, we expect that the majority of
them will have belonged to people who have now died. One in seven of all people that die leaving valid wills
leave money to charity—on average 5% of their total estate. It is reasonable to assume that charities are
owed a significant proportion of the total value of unclaimed assets in the UK. Although it is diYcult to
estimate an exact figure, we believe that UK charities are being deprived of hundreds of millions of pounds
through this lost legacy income.

The Government is working with the banking and building society sectors on ways to better ensure that
owners are reunited with their lost income, but we believe more could be done to help charities gain access
to the funds left to them by their supporters. This could include:

— Placing a mandatory obligation on financial institutions to surrender the unclaimed assets they
hold.

— The creation of a comprehensive national register of unclaimed assets to ensure that both charities
and individuals have full access to information to enable them to find the money they are owed.

Reclaiming unclaimed assets is an important issue for individuals as well as charities. It is the primary aim
of this coalition to fulfil the wishes of charity supporters by ensuring that money pledged to a charity reaches
that charity. Ensuring that charities are given access to this “lost” money pledged to them as legacy
donations is an aVordable and practical way that Government can unlock funds for the UK charity sector,
and put right an injustice in the way unclaimed financial assets are currently held.

February 2007

7 The Young Foundation (2006). Mapping Britain’s Unmet Need: A report prepared for the Commission on Unclaimed Assets.
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Memorandum submitted by the Association of Friendly Societies

1. I am writing in response to Treasury Committee press release no.19 which announced this inquiry, on
behalf of the Association of Friendly Societies.

2. The Association of Friendly Societies (AFS) has over 50 members and represents Friendly Societies
in the UK. Between them, these organisations manage the savings and investments of over 5° million people,
and have total funds under management of around £16 billion.

3. Friendly Societies are mutual, member-owned organisations, set up originally to encourage self-help
and personal responsibility and to enable people with limited financial resources to improve their economic
status. They typically provide and promote financial products—including life insurance, income protection
insurance, and savings and investment plans—to this sector of the market, although their products and
services are generally open to all.

4. These products are diVerent from the banking products that are the primary focus of the inquiry. The
concept of dormant accounts is appropriate for banking or deposit accounts. Under these, providing there
is some transaction history, the value of the monies in the account will be known. Hence it will be possible to:

a) determine the value of the account to be given up by the bank/savings institution, and

b) if the account holder subsequently comes back and make a claim it should be possible to identify
and return the monies, together with some appropriate rate of interest.

5. Savings accounts and banking accounts will generally be set up with the purpose of holding monies
for (relatively) short terms—even in extreme cases no more than a few years’. Hence designating an account
as “dormant” after perhaps 15 years is not unreasonable. In many cases the bank/savings institution will be
proprietary. It does seem reasonable that for a shareholder company, the proceeds of such dormant
accounts should not fall to shareholders but be applied for other purposes.

6. But the simple definition of an unclaimed asset that is adopted for banking does not translate to
products oVered by friendly societies. By way of illustration, a Child Trust Fund by its nature may have no
activity for 18 years, and a burial policy is designed to be held untouched until the death of the beneficiary.

7. Further, by nature of their constitution and business strategies, friendly societies operate quite
diVerently to most proprietary (plc) insurers:

— as member-owned organisations, the entire assets of a friendly society are owned in perpetuity by
the members: past, present and future;

— a very large proportion of the business transacted attracts only a small premium or contribution,
and the level of insured benefit or funds accumulated is commensurately modest;

— this also means societies are able to operate on low charging structures, and as a result have been
able to deliver and promote products with long profit horizons (for instance AFS members
administer around half of all Child Trust Funds);

— the social and non-economic benefits of the friendly society model mean that persistency levels are
very high, and most customer retain a high aYnity with their friendly society.

8. More fundamentally, the financial viability/ solvency of a friendly society is measured in relation to its
assets. Such assets have been accrued over many, sometimes hundreds of years, and so include assets
attributable to the current policyholders including any unclaimed policies, but also from previous
policyholders via the inherited estate. Friendly society legislation, coupled with insurance law requires that
these assets are used solely for the purposes of the society’s business and other activities defined by the Rules
of the Society. Often these Rules provide that any unclaimed funds are to be used for the benefit of all
members, current and future. This is of critical value for a friendly society, which does not have access to
wholesale markets to raise new assets. So compelling a friendly society to give up unclaimed assets could
have three very dramatic eVects:

— forcing them to act ultra vires to transfer unclaimed assets to a third party;

— increasing the risk that they fail to meet minimum solvency requirements; and

— increasing the prospect that they will need to demutualise to raise further capital.

The Definition, Identification and Collection of Unclaimed Assets

9. Friendly societies have a clear basis for attributing assets, in order both to retain their solvency
margins, and to ensure they have suYcient liquid assets to pay anticipated liabilities as they arise. Of course
these vary on a day to day basis, as the valuation of assets varies. So as noted above, whilst deposit or other
banking accounts have a defined value, this is not so clear for a friendly society or insurance policy. If a
policy has matured and not been claimed, the value at the time of maturity should be clear. But for open
ended policies (often called “whole of life” policies), the contract may still be in force even if contact with
the policyholder has been lost. The “value” of the policy at any given time could be defined by:

— The value the policyholder might be paid if they requested surrender of the policy.

— The value of the policy if it were to pay out on a death claim (or other claim, such a serious illness).
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— The value of the policy as reserved for in the insurers accounts or statutory reserves.

10. Where a policy is due to mature, the society will write to the member to explain their options. If the
letter is returned, the society will make other eVorts to trace the member. The box to the right provides
examples of the kind of actions societies take.

— using local information supplied by the local lodge: in small societies, most members are known
to other members;

— tracing the member through their bank account;

— using the national insurance number to trace with DWP;

— using 192, supported by Experian;

— writing to the occupier of the last known address asking for new address details; and

— using trade association registers where the society distributes through occupational aYnity groups.

11. Some societies also subscribe to external commercial organisations, such as the Unclaimed Assets
Register who help consumers identify a missing policy, though the very small volume of relevant queries
would make such a scheme uneconomical for small societies. It is worth reiterating that many friendly
society policies are opened ended and it’s not possible to identify the point at which the assets are unclaimed.

12. Through the process of mergers and acquisitions of friendly societies it is sometimes the case that the
society through which a member purchased their policy is no longer trading. In such cases the Mutual
Societies Register, currently managed by the FSA, has been created to help members of friendly societies
and other mutual organisations track down their policy. This oVers a phone and online service. In addition,
where consumers contact the Association of Friendly Societies we will provide contact information where
we have it, or direct the call to the Register.

The Distribution and use of Unclaimed Assets

13. As per the argument above, unclaimed policies are put to full use by a friendly society in maintaining
their solvency margin and in delivering benefits to the members. This is as required by the rules of the society.
A friendly society for example would not normally consider the kind of reattribution exercise that some
insurers are conducting, because the inherited estate is put to full use in maximising returns to their members,
as well as providing non-contractual benefits in times of need, and there are no shareholders to distribute to.

14. That said, all friendly societies should proactively seek to repatriate unclaimed assets as part of
obligations under Treating Customers Fairly. And as the figures show in the table below, a representative
sample of seven friendly societies8, shows that the proportion of unclaimed policies is incredibly low.

Unclaimed policies as Unclaimed assets
proportion of all policies asproportion of total assets

0% 2 2
Up to 0.1% 2 2
0.11% to 0.5% 2 1
0.5% to 1%
1% to 2% 1 1
Above 2%

So this brief survey indicates that on average around one quarter of one per cent of friendly society policies
are unclaimed. Extrapolating these figures across all societies indicates significantly less than £50 million of
friendly society assets is unclaimed. (Many small societies were able to confirm this with complete accuracy:
one for example quoted a total of 131 policies with total assets of £1,599 (or £12 each)).

15. In many respects therefore the friendly society model already delivers the kind of social redistribution
of unused assets that the inquiry proposes. And because a large proportion of friendly society policyholders
are the financially disadvantaged or young or are attracted by the premise of mutual self-help, that
redistribution has a high social element to it.

16. There would be significant costs and risks involved in including unclaimed policies from friendly
societies in a “Social Investment Bank”. These include making changes to friendly society legislation and
the rules of individual societies, as well as the administrative costs of a Commission. It would also be
necessary to agree a consistent basis for valuing the assets, and with the transfer of assets comes the potential
for transfer of liabilities. For example, if an unclaimed policy was transferred based on its current value, but
the policy was designed to pay out ten times that amount on death, the Commission would be liable for the
additional payment upon a claim (and would itself need to be authorised to conduct long-term insurance
business). Alternatively the society would retain the liability with no accompanying asset, adding new risk

8 Societies contributing were: Druids SheYeld, The Children’s Mutual, SheYeld Mutual, Kingston Unity, Scottish Friendly,
National Deposit and Compass Friendly Society.
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to the balance sheet. And this for the very small number of unclaimed policies highlighted in the table in
paragraph 14. So it is diYcult to imagine how including friendly society funds in any “Social Investment
Bank” will redistribute unclaimed assets more fairly or more cost eVectively than societies already do.

The Possible Relevance of Schemes in other Countries for putting Unclaimed Assets to
Productive use

17. We are aware that the Irish government created legislation to take unclaimed assets. As friendly
society products cannot be sold across national boundaries, only a few of our members have knowledge of
the market there, so we have limited evidence of the impact of this legislation. This tends to reinforce the
diYculty of applying the definition for dormant account to friendly societies (as per paragraph 4 above). As
a result we believe there is disappointment in Ireland that the legislation has failed to attract a significant
proportion of the assets expected, and that the revenue created had almost wholly a first year eVect.

18. In summary, a core virtue of the friendly society model is that all the assets of a society are distributed
to the policyholders/ members. Similarly the method of distribution, the nature of products, and the social
benefits of membership create high levels of loyalty. As a result very few policies go unclaimed, and societies
have eVective solutions for tracing missing policyholders. So the forced withdrawal of assets from friendly
societies would never recuperate the costs. AFS and its members would be delighted to present their position
to the inquiry.

February 2007

Memorandum submitted by the Skipton Building Society

1. Skipton Building Society welcomes the opportunity to contribute to the Treasury Select Committee’s
inquiry into unclaimed assets.

Executive Summary

2. We consider that it is appropriate for lost account monies to stay in the Society to be used for the benefit
of all members, rather than to be taken out of the Society. However, in the event of any transfer of funds
out of the Society and paid over to the central fund, the impact on membership rights is to be clearly
understood and appropriate indemnities provided to both the Society and the investing member.

3. It is inappropriate and inconsistent with legislation to assume that building society retail investors
(who are thereby members of that society) are the same as bank customers (who are unlikely to have a
shareholding relationship with that organisation).

4. Equality of treatment is important and, should this be taken fully into account, there is scope for
extension of the scheme which would further boost the funds available for charitable use.

Introduction

5. Skipton is the seventh largest UK building society. We are dedicated to mutuality and are run for the
benefit of our members. We are one of the leading financial services providers with assets of over £10 billion.

6. As a mutual organisation we exist to serve the best interests of our customers and members. Even
though institutions’ participation in the proposed scheme is intended to be voluntary we consider that there
are important principles that need to be understood and established.

Detailed Comments

Definition of Unclaimed Assets

7. Whilst the principle of utilising “unclaimed assets” as proposed by the Treasury is accepted we consider
that the current scope fails to recognise the motivation for investing in a building society and the status of
building society investing customers.

8. By way of background, a building society, as a mutual, exists for the purpose of raising funds from its
investing customers (known as shareholding members) which can then be used to provide mortgages to its
borrowing customers (known as borrowing members). A building society is owned by, and run for the
benefit of, these members.

9. The decision to invest in a building society is often made due to the long term security that is oVered,
the knowledge that the initial capital invested is entirely safe and the feeling that as profits made will be
reinvested in the society, it’s the ultimate benefit to members that underpins all business decisions. The
profile of a Skipton investor is very much one of long term investment with very few transactions—indeed
in some instances the term of investment discourages such activity.
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10. There is a clear inconsistency with the Government’s stated aim of encouraging personal savings if,
at the same time, it launches a scheme that discriminates against investing customers in building societies.

11. The suggestion by the Treasury, in its draft unclaimed assets consultation document, that it is a feature
of modern life that people “often lose track” of “small” investments or that accounts may become dormant
through a lack of financial capability or customer awareness of how to run an account is patronising. It fails
to recognise the relatively small sums of disposable income or savings available to invest or the frequency
with which any further payments may be made, if at all. The reputation of building societies as institutions
which exist to serve their members rather than external shareholders encourages long term savings with no
expectation that customer initiated activity is either a requirement or an expectation.

12. The Treasury will need to square up these conflicting messages.

13. The importance of membership in a building society does not appear to have been considered by the
Treasury. Legislation has required investors and borrowers with building societies to become members—
there can be no personal deposits without becoming a member. Having forced this distinction the
government has failed to recognise these important diVerences between building societies and banks/PLCs
in developing its proposals for this scheme.

14. As members of a building society our investors are more than just customers; unlike depositors with
a bank they can voice their opinions on the way the building society is run and have a right to vote. A further
value of membership is the potential to benefit from a distribution of profit, such as the payments made to
Skipton members in 2000 following its sale of its subsidiary Dealwise.

15. The Treasury’s draft consultation document fails to take this unique position into account—building
society membership can not be likened to the status of a bank deposit account holder. We do not consider
that the principle of the scheme to “protect the rights of account holders to reclaim their money at any time”
is enough.

16. If, as the draft scheme requires, a member’s “dormant account” is to be transferred then it is assumed
that the membership rights until then would be lost. Even if this was to be avoided and they were retained
as “notional” members the status of a member with a zero balance is artificial. Indeed, existing building
society rules usually require at least a £1 balance before there can be investing membership and no member
has a vote unless he/she has at least £100 invested. This last point is a legislative provision. Any building
society would need to consider with care how it could recognise any such “notional” relationship without
impairing any benefits to which the remainder of the society’s membership may otherwise be entitled.

17. Consultation with our members prior to any participation in a scheme as currently proposed would
be essential. We would invite the Treasury Select Committee to obtain from the Treasury absolute clarity
on the retention or otherwise of membership status and rights in relation to building societies and seek a
commitment that the central reclaim fund will provide appropriate indemnities to both institutions and
customers.

Scope for Extension of the Scheme

18. The Treasury Select Committee has asked for comments on the coverage of the proposed unclaimed
assets scheme. The current scope of the scheme is directed towards deposits in bank and building society
accounts. We recognise that there are other forms of unclaimed asset—in particular we consider that by
making the assumption that account holders of building societies are the same as deposit account holders
of banks, the Treasury has overlooked a further source of funds from PLC shareholders.

19. As referred to above a building society is owned by, and run for the benefit of, its members. In a
similar way a bank (PLC) is owned by and run for the benefit of its shareholders (who are less likely to be
deposit account holders in that institution).

20. Shareholders of banks/PLCs also hold assets capable of falling within the scope of the proposed
scheme. These assets take the form of unclaimed “demutualisation benefits”.

21. On a conversion from a building society/mutual to a PLC the qualifying members become entitled to
“demutualisation benefits”, in the form of shares or cash, as compensation for the loss of mutual
membership rights and status. Although each conversion will have its own conditions, the principle is
established that the PLC can sell unclaimed shares or take unclaimed dividends after a period of years (eg
10 years for Standard Life and 12 years for Bradford and Bingley) from the date of conversion for general
corporate purposes.

22. Unlike PLCs, building societies do not take lost account monies into profit and pay them over as
dividends to shareholders. As mutual institutions any unclaimed assets within building societies are
currently used for the benefit of all members—helping to reduce the interest rates payable on mortgage
products and to increase the rates paid on savings accounts.

23. Equality of treatment is an important principle to apply to the scheme. It is therefore recommended
that, to the extent that existing building society members are caught within the scope of the scheme, former
members, whose benefits have crystallised in the form of “demutualisation benefits”, are also in scope as
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PLC shareholders and/or account holders. Where unclaimed shares or unclaimed dividends remain after a
specified period following a conversion these sums ought to be treated as unclaimed assets for the purposes
of the proposed scheme.

24. It is understood that the Treasury is proposing that legislative changes will be introduced, prior to the
implementation of the scheme, to extinguish the liability of institutions to dormant account holders so that
the liability can be derecognised for accounting purposes if certain conditions are met. It is assumed that
this legislative change could be extended to address the treatment of unclaimed shares or dividends.

February 2007

Memorandum submitted by the National Council for Voluntary Organisations (NCVO)

1 Introduction

1.1 NCVO is the largest general membership body for charities and voluntary organisations in England.
NCVO has sister councils in Wales, Scotland and Northern Ireland. Established in 1919, NCVO gives voice
to over 4,900 organisations. Nearly 3,000 of our members are local organisations, and over 3,600 of our
members have an income of less than £500,0009. NCVO champions voluntary action, our vision is of a
society in which people are inspired to make a positive diVerence to their communities. A vibrant voluntary
and community sector deserves a strong voice and the best support. NCVO works to provide that support
and voice.

1.2 NCVO welcomes the opportunity to submit written evidence to the Treasury Committee’s inquiry
into unclaimed assets within the financial system. NCVO has long called for the transfer of unclaimed assets
from financial institutions to reinvestment in society. In our 2005 general election manifesto, Independence,
Diversity, Voice, we called for money released from unclaimed assets to be fairly distributed across the whole
of the voluntary and community sector and used to support a broad range of activities and causes.

2 Definition, Identification and Collection of Unclaimed Assets

2.1 The priority remains to reunite these assets with their owners. It is only when this cannot be achieved
that they should be reinvested in society. We welcome confirmation in the 2006 Pre-Budget Report that
government and the banking industry also see this as their priority and will put a comprehensive reuniting
scheme in place. Robust measures should be put in place to ensure that individuals and organisations are
always able to reclaim their assets irrespective of how much time has elapsed. This will be particularly
important to maintain public trust and confidence in those organisations and vehicles who receive funding
from these assets.

2.2 We welcome the definition of an unclaimed asset set out in the 2005 Pre-Budget Report. This
indicated that bank accounts which have had no customer activity for fifteen years will be deemed unclaimed
assets. We note that others have called for a wider definition. In order to maintain trust and confidence, we
support the definition agreed upon in the short term. However, this definition may benefit from a review
once a scheme to reinvest unclaimed assets has been in operation for a reasonable period of time. It may
therefore be appropriate to review the definition after a scheme has been in operation for five years.

3 The Distribution and use of Unclaimed Assets

3.1 NCVO’s main concern is to ensure that resources from unclaimed assets are invested according to
principles and methods which maximise the impact that they can have on communities, including through
the work of voluntary and community organisations. We therefore believe that the following principles
should be upheld in any future transfer of unclaimed assets for investment in society:

— Reunification—Robust measures should be put in place to locate owners of unclaimed assets, and
to ensure that individuals and organisations are always able to reclaim their assets irrespective of
how much time has elapsed. This must be accompanied by appropriate publicity and
communication strategies.

— Independence—Where these assets remain unclaimed, they should be reinvested in society.
However, these funds do not derive from the government, the financial institutions holding the
assets or from the third sector. Priorities for funding must therefore be determined independently,
in consultation with a range of stakeholders including the voluntary and community sector. Given
the public nature of these funds, it may be appropriate for distributors to be accountable to
Parliament.

9
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— Sustainability—these funds must be designed to achieve long-term change and lasting benefits for
communities. Funding should therefore be distributed and designed in ways which promote
sustainability.

— Responsive—if these funds are to make a genuine diVerence to communities and to the lives of
citizens, they must be responsive to genuine needs and priorities and consider working with those
organisations best placed to identify these needs. In particular, measures must be put in place to
ensure that this funding responds to actual, rather than perceived, need. This may also help to
ensure that funding supports a breadth of causes and organisations.

3.2 The nature and value of these funds means that they must be distributed with due consideration of
other forms of social investment. It is also important to situate these assets within the current funding
climate for the voluntary and community sector. We believe that there are a number of key issues to consider
in determining mechanisms for distributing unclaimed assets:

— Existing market—the estimated value of these funds means they are likely to have a significant
impact on the existing market for social and community investment. It will therefore be important
to ensure both that these funds do not displace existing and emerging funders and investors, and
that distribution is conducted via intermediaries where possible. In particular, those responsible
for distributing unclaimed assets should draw on the expertise of those funders who are able to
identify local needs and priorities and work with all funders to ensure collaboration, rather than
duplication.

— Variety of funding tools—These funds should consider the diVerent funding tools needed by
diVerent organisations for diVerent activities. For example, there may be a need to consider
innovation funding for organisations that wish to expand their existing services or develop an
existing idea, or to consider a capacity-building grant to support a VCO to engage users more
eVectively. Crucially, third sector organisations need access to the full range of funding options,
including grants in aid, project funding, contracting and social investment if they are to be able to
make a tangible and sustained diVerence to communities.

— Maximising impact—further consideration is needed of how these funds can be maximised and
can make a diVerence for the long-term. This could include adoption of mechanisms that recycle
funds, including loan finance, and making significant investments in organisations in the short
term to enable them to become financially sustainable in the long term. Those responsible for
distributing unclaimed assets should seek to build on existing good practice in this area.

3.3 Agreement on the mechanisms for distribution must be reached before any discussion can take place
on priorities and themes for allocation of this funding. There is a clear need to build full understanding of
unclaimed assets as a public good in which everyone has a stake to ensure that a scheme for reinvestment
is successful. A number of parties have made suggestions about how these funds could best be utilised, but
these deliberations should involve all stakeholders.

3.4 Therefore, discussion of what unclaimed assets should support must be subject to further and full
consultation, including with voluntary and community organisations. This should take a broad range of
causes into consideration, to ensure that funds do not simply go the most well known potential beneficiaries.

Mubeen Bhutta

February 2007

Supplementary memorandum submitted by the National Council for Voluntary Organisations (NCVO)

1 Introduction

1.1 NCVO is the largest general membership body for charities and voluntary organisations in England.
NCVO has sister councils in Wales, Scotland and Northern Ireland. Established in 1919, NCVO gives voice
to over 5,000 organisations. Nearly 3,000 of our members are local organisations, and over 3,600 of our
members have an income of less than £500,00010. NCVO champions voluntary action, our vision is of a
society in which people are inspired to make a positive diVerence to their communities. A vibrant voluntary
and community sector deserves a strong voice and the best support. NCVO works to provide that support
and voice.

1.2 NCVO welcomes the opportunity to give further evidence to the Treasury Committee’s inquiry into
unclaimed assets within the financial system. This submission should be treated as supplementary to our
submission made in February 2007 which deals with the broader questions posed by the inquiry. This
submission relates only to the developments which have taken place since our original submission was made,
notably publication of the report from the Commission on Unclaimed Assets on 14 March 2007.

10
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2 A Social Investment Bank

2.1 The Social Investment Bank (SIB) proposed by the Commission on Unclaimed Assets is one of a
range of options for ensuring that unclaimed assets support a broad range of social activities and causes.

2.2 The report confirms that the SIB will act as a wholesaler, working through existing and emerging
financial intermediaries. This will be critical to the success of any new institution as the estimated value of
these funds means they are likely to have a significant impact on the existing market for social and
community investment. Working with and through the existing market will also help to avoid duplication
and maximise expertise.

2.3 It is also crucial that any new institution to reinvest unclaimed assets is genuinely independent. While
the report from the Commission on Unclaimed Assets recognises the importance of this principle, it also
suggests that the SIB would be “answerable to the third sector”. However, these funds do not derive from
the third sector, the government or the financial institutions holding the assets. Given the public nature of
these funds, it may be appropriate for any distributors to be accountable to Parliament but they should not
be accountable to any one sector.

3 The Sustainable Funding Mix

3.1 NCVO consulted members about proposals to reinvest unclaimed assets in society between August
and October 2006. The responses that we received emphasised the importance of sustainable use of these
funds to ensure that their impact is maximised, and expressed concern that resources might only be directed
towards the most well-known or understood organisations and causes.

3.2 There is a clear need to situate funds from unclaimed assets within the broader context of the current
funding climate for the third sector. As the Government’s Third Sector Review confirms11, access to
appropriate funding and finance is the single biggest concern facing the sector. While social investment is
increasingly important, there is a need to remember that diVerent funding tools are needed by diVerent
organisations for diVerent activities and at diVerent times. Funds from unclaimed assets should therefore
also be used to provide a small grants programme and programme-specific initiatives as well as providing
equity finance through the SIB12.

Mubeen Bhutta

April 2007

Further supplementary memorandum submitted by the National Council for Voluntary Organizations
(NCVO)

The National Council for Voluntary Organisations (NCVO) is the largest general membership body for
charities and voluntary organisations in England. NCVO welcomed the opportunity to submit written
evidence to the Treasury Committees inquiry into unclaimed assets.

NCVO has long called for the transfer of unclaimed assets from financial institutions to reinvestment in
society. This briefing outlines some of the key issues we wish to raise in the Committee’s inquiry:

Definition, Identification and Collection of Unclaimed Assets

The priority remains to reunite assets with their owners. Only when this cannot be achieved should they
be reinvested in society. The 2006 Pre-Budget Report confirmed that government and the banking industry
see this as their priority and will put a comprehensive reuniting scheme in place. Robust measures should
be put in place to ensure that assets can be reclaimed irrespective of how much time has elapsed. This will
be particularly important to maintain public trust and confidence in those organisations and vehicles who
receive funding from these assets.

The 2005 Pre-Budget Report defined an unclaimed asset as bank accounts that have had no customer
activity for fifteen years. In order to maintain trust and confidence, we support this definition in the short
term. However, it may be appropriate to review the definition after a scheme has been in operation for
five years.

11 HM Treasury and Cabinet OYce (2006) The future role of the third sector in social and economic regeneration: interim report.
12 http://www.ncvo-vol.org.uk/press/index.asp?id%4436
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The Use of Unclaimed Assets

NCVO’s main concern is to ensure that resources from unclaimed assets are invested to maximise the
impact that they can have on communities, including through the work of voluntary and community
organisations. The following principles should be upheld in any future transfer of unclaimed assets for
investment in society:

— Reunification: Robust measures should be put in place to locate owners of unclaimed assets and
ensure that they are always able to reclaim their assets irrespective of how much time has elapsed.
This must be accompanied by appropriate publicity strategies.

— Independence: These funds do not derive from government, financial institutions or the voluntary
and community sector. Priorities for funding must therefore be determined independently, in
consultation with a range of stakeholders including the sector. Given the public nature of these
funds, it may be appropriate for distributors to be accountable to Parliament.

— Sustainability: These funds must be designed to achieve long-term change and lasting benefits for
communities.

— Responsive: If these funds are to make a genuine diVerence, they must be responsive to genuine
needs and priorities and work with those organisations best placed to identify these needs.
Measures must be put in place to ensure that this funding responds to actual, rather than
perceived, need.

The Distribution of Unclaimed Assets

The nature and value of these funds means that they must be distributed with consideration of the current
funding climate for the voluntary and community sector. The key issues to consider in determining
mechanisms for distributing unclaimed assets are:

— Existing market: It will be important to ensure that these funds do not displace existing and
emerging funders and investors and that distribution is conducted via intermediaries where
possible. In particular, those responsible for distributing unclaimed assets should draw on the
expertise of funders that are able to identify local needs and priorities and work with all funders
to ensure collaboration, rather than duplication.

— Variety of funding tools: These funds should consider the diVerent funding tools needed by
diVerent organisations for diVerent activities. For example, there may be a need to consider
innovation funding for organisations that wish to expand their existing services or develop an
existing idea, or consider a capacity-building grant to support an organisation to engage users
more eVectively. Voluntary and community organisations need access to the full range of funding
options, including grants in aid, project funding, contracting and soclal investment if they are to
make a sustained diVerence to communities.

— Maximising Impact: Further consideration is needed of how these funds can make long-term
diVerence. This could include adoption of mechanisms that recycle funds, including loan finance,
and making significant Investments in organisations in the short term to enable them to become
financlally sustainable in the long term.

A Social Investment Bank

The Social Investment Bank (SIB) proposed by the Commission on Unclaimed Assets is one of a range of
options for ensuring that unclaimed assets support a broad range of activities and causes. The Commission
confirms that the SIB will work through existing and emerging financial intermediaries. This will be critical
to the success of any new Institution. Working with and through the existing market will help to avoid
duplication and maximise expertise.

Any new institution to reinvest unclaimed assets must be genuinely independent. While the Commission
on Unclaimed Assets recognises the importance of this principle, it suggests that the SIB would be
“answerable to the third sector”. Yet, as stated above, these funds do not derive from the third sector,
govemment or financlal institutions.

Conclusion

Agreement on the mechanisms for distribution must be reached before any discussion can take place on
priorities and themes for allocating this funding. There is a clear need to build understanding of unclaimed
assets as a public good in which everyone has a stake. A number of parties have made suggestions about
how these funds could best be utilised, but these deliberations should involve all stakeholders.
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Therefore, discussion of what unclaimed assets should support must be subject to further and full
consuitation, including with voluntary and community organisations. This should take a broad range of
causes into consideration, to ensure that funds do not simply go the most well known potential beneficiaries.

May 2007

Memorandum submitted by the Balance Charitable Foundation for Unclaimed Assets

This submission is made by the Trustees of the Balance Foundation. The Balance Foundation, established
in 2003, has put together a mechanism which has over the last three years enabled a number of investment
banks and brokers to release in the region of £8m in unclaimed assets to good causes to date, with more fund
releases in the pipeline.

Executive Summary

1. The Balance Foundation has demonstrated that unclaimed assets in the financial sector can be applied
to good causes whilst at the same time protecting the ongoing rights of the original owners of the assets.

2. Whilst any solution requires consideration of a number of complex and inter-related legal, regulatory
and accounting factors, the issues are not insurmountable. The Balance Foundation has from the outset
focussed on achieving a voluntary rather than legislative solution. Goodwill and a common desire to make
better use of financial assets for the benefit of all has been a powerful motivator in achieving results.

3. The Balance solution has been successfully applied to one group of unclaimed assets, but the Trustees
take the view that the basic principles could be adapted and applied across numerous types of financial
assets, ideally continuing with voluntary participation, but applying enabling legislation where necessary.
Unclaimed assets will always arise, but in the future all new financial products and services should have a
mechanism available to resolve this potential issue eVectively.

4. Any solution must protect the interests of the customer but, providing this is achieved, the distribution
of the assets to good causes should not be restricted or delayed. In the opinion of the Balance Foundation
it is essential that whatever distribution method is agreed, there should be no delays in the application of
the newly released funds to good causes. To tie the funds up in a bureaucratic organisation could be seen
as betraying the objective of going through the release in the first place.

Full Submission

Identifying and collecting unclaimed assets

1. The Balance initiative grew out of an awareness that many financial institutions maintain accounts and
policies or hold assets for customers whose identity or whereabouts is unknown. In many cases, these
unclaimed assets are likely to remain unclaimed indefinitely. The Balance Foundation focussed particularly
on unclaimed balances which had arisen in the broker/dealer operations of investment banks during
institutional trading on behalf of clients. For a variety of reasons, trades had given rise to amounts which
had not been resolved, despite the institutions’ best endeavours.

2. The rules governing the treatment of client money are set out in the Handbook which the FSA is
required to publish under the Financial Services and Markets Act 2000. The Client Money rules ensure that
clients can have confidence when dealing with an institution that the funds they place there are “ring-fenced”
from the other assets and liabilities of the institution. The Client Money rules require proper segregation of
funds at all times, so that in an insolvency of a financial institution, Client Money funds will be protected
from the claims of the institution’s other creditors and so be available for settlement of claims by clients. As
primary regulator, the FSA controls the manner and timing of transfer of funds designated as Client Money
without the agreement of the customer: the rules governing this process are restrictive and this had led to a
number of investment banks holding unclaimed cash in their Client Money accounts which they were unable
to reconcile back to the original client.

3. Balance, working with the regulators, investment banks and brokers in the City, professional advisers
and insurance specialists, put together a proposal which would allow institutions with unclaimed Client
Money assets to apply to the FSA for permission to release those assets, subject to satisfaction of certain
conditions. A key part of this proposal was the availability of a bespoke insurance policy to protect the
ongoing rights of the customer after the assets were released to charity.

4. With the assistance of its advisers, Balance proposed to the FSA a modification to the Client Money
rules. Balance argued that if unclaimed assets had been outstanding for at least three years and had not yet
been reunited with their rightful owners, then, provided that the client’s ongoing rights to claim were
recognized by the institutions and protected with the benefit of insurance, they should be able to be applied
to charitable causes. Balance emphasised the clear public benefit in releasing to charitable purposes moneys
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which would otherwise be expected to remain sterilised for an indefinite period, especially as the proposed
course of action would only have a nominal impact on clients’ interests, given the availability of insurance
protection.

5. In March 2004, following Balance’s representations, the FSA policy committee endorsed the necessary
policy change. The FSA confirmed that it would consider, on a case by case basis, applications for waivers
to permit the release of unclaimed assets from the Client Money rules. There were two provisos: that all
aVected clients should be written to once more and given further opportunity to claim funds; and that before
any release of funds, insurance should be put in place which would be available if valid claims were
subsequently made by the original owners of the released funds. Since this policy change Balance has worked
closely with a number of leading financial institutions to assist them in releasing their unclaimed client
money assets via this route.

Achieving reconciliation, before and after distribution

6. In the experience of the Balance Foundation, banks have historically made great eVorts to reunite their
clients with their funds. For many reasons, an institution’s records can be corrupted or lost over time; these
can include changes in recording of data from manual to computerised systems and the loss of the
“corporate memory” held by individuals, particularly on changes of ownership of the institutions
concerned. With the greater use of automated processing of transactions, the incidence of unreconciled
balances has lessened in recent years; however it is still the case that clients lose touch with an institution
and it can prove extremely diYcult to trace them. Generally, the outstanding balances at institutions with
which Balance has worked have been at least six years’ old and all eVorts by the institution to resolve them
had failed. Often the amounts owed to individual clients were very small, so that the client was unlikely to
pursue the claim, and even if the institution had, in an attempt to finalise matters, issued cheques to their
clients, these would often remain uncashed.

7. For banks participating in the Balance initiative, on sending the final notification letter to clients, there
has generally been a rate of response in the region of 15-20%. Even then, the owner has often not pursued
the claim once the institution sought further information in support. When the institution has an idea of the
size of assets to be released, the insurance is put in place and funds released. The insurance has a “first loss
deductible” to cover the risk of initial claims, and institutions will generally hold these funds back in order
to meet any initial claims. Thereafter the insurance would take over to meet claims above this level. As far
as Balance is aware there have been minimal levels of claims amongst banks which have participated in the
initiative to date.

Applying the scheme to other unclaimed assets

8. Although Balance has focussed its attention on the release of unclaimed assets subject to client money
rules and held by investment banks and brokers, other areas where the principles of the initiative could apply
were considered. As far as retail banks are concerned, there seems no reason why a proposal along the lines
of the Balance initiative, with insurance to protect the rights of customers, could not be applied. The only
major concern would be the potential impact of any release of assets on the institutions’ accounts caused by
the revised accounting rules brought in by IFRS in 2005. This would clearly need to be resolved before any
retail bank could countenance participation. This issue has, Balance understands, been the focus of much
of the discussion in the working party convened by the Treasury with the retail banks and building societies.

9. One particular area of unclaimed assets which the Balance team did explore in more detail related to
unclaimed insurance policies. There are a number of types of insurance policy under which the benefits,
when the policy matures, are held by an insurance company until the entitled person makes their claim.
Inevitably, some policy holders will have over time forgotten about the existence of the policy and lost
contact with the insurer. From discussions with a number of leading insurance companies, Balance believes
there are substantial assets which could potentially be categorised as unclaimed and which could therefore
be subject to a reunification exercise and then be put to use for good causes. Balance of course acknowledges
that the legal, regulatory and accounting issues would be diVerent and would need to be explored in detail
in order to confirm that any such release programme would be possible.

The distribution and use of unclaimed assets

10. Funds which have been released under the Balance initiative to date by investment banks and brokers
are estimated to be in the region of £8m. It is a requirement of the Balance initiative that funds can only be
applied in support of charitable causes. Many of the institutions which Balance has dealt with have
significant charitable foundations in their organisations and well established grant making programmes
which have been given a considerable boost with the addition of the funds from releasing unclaimed assets.
Balance established its own grant making foundation to facilitate the distribution of unclaimed assets in
cases where a bank did not wish to deal with the distribution itself. Also, in recognition of the important
role which Balance has played in enabling banks to release assets, Balance has in many cases been given a
percentage of the funds released by institutions for application to its own grant giving programme.
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11. In considering its overall grant making policy and objectives, Balance approached a wide range of
consultees from the voluntary sector, including both umbrella bodies and individual charities. A number
of one to one discussions were held with voluntary sector organisations, including NCVO, the Institute of
Fundraising and the Social Enterprise Coalition, and Balance convened round table meetings. The main
themes emerging from the consultation process were a desire to see any new grant maker demonstrating a
clear focus for its policies, a simple and eYcient grant process and clear guidelines for reporting on
outcomes.

12. The Trustees decided to establish a focused grants programme which would demonstrate Balance’s
eVectiveness as a grant giving organization in a short time frame and also show the value of using released
funds in this way. A strong case was made for prioritizing the needs of socially excluded older people in a
grants programme. A wealth of research from both government and independent sources supported this,
particularly Sir Derek Wanless’s review of Social Care and the Joseph Rowntree Foundation’s report on
the funding of long-term care. The campaigning work of Help the Aged, Age Concern, and other charities,
raised the issues starkly: the “crisis of under funding in the current system”; the regional lottery for services
based on where a person lived and the eligibility and charging policy of the local authority; the confusion
between funding for health and social care; and the key role of charities in supporting older people while
statutory funding has increasingly focused on acute services only. Despite this situation, only a small
number of trusts and foundations prioritise the needs of older people.

13. Accordingly, Balance established an open grants programme for charities working with older people
over 75 at risk of social exclusion. The programme set out key criteria and an external expert panel was
appointed to provide advice to staV and Trustees. So far the Balance Foundation has supported over a dozen
projects with over £0.5m-all of which are providing vital support to this vulnerable group of people. The
projects which Balance has funded range from national projects covering advocacy and advice to local
community projects oVering welfare benefit advice, befriending and social activities and intergenerational/
cross-cultural arts projects.

14. Balance is proud of its legacy in the voluntary sector, by which it estimates c £8m has been and
continues to be put to good use in the voluntary sector by financial institutions themselves, while Balance
itself has used some of these funds to support an important area of social need. As a result of the Balance
initiative, some banks have been able to allocate resources to new UK or European-wide charitable
initiatives while others have given fresh impetus to on-going projects with the allocation of substantial
amounts of additional funding. The overriding impact of the Balance initiative is that monies which have
been languishing unused for up to 15 years or more within financial institutions have, within months of
release, been put to work in supporting targeted projects in the voluntary sector to benefit those most in need
of help.

February 2007

Memorandum submitted by the Investment & Life Assurance Group (ILAG)

1. Introduction

1.1 ILAG welcomes the opportunity of sending this position statement to the House of Commons
Treasury Select Committee on its current inquiry into unclaimed assets within the financial system.

1.2 The Investment & Life Assurance Group is a professional representative body in the UK concerned
with the future of the investment, life assurance and pensions industry. It is led by practitioners and aims
to identify and develop industry good practice. The Group currently has a growing membership of around
50 practitioner companies and associate members. In addition, a number of individual members are
aYliated to the Group.

1.3 It is customary for life insurance companies to oVer a mixed portfolio of products including standard
life assurance/protection, personal/occupational pension plans and savings/investment funds (with life
cover). In outlining our basic approach to an unclaimed assets scheme below, references made to life
insurance companies should be construed as relating to their whole range of products.

1.4 Our basic approach to the potential application/ extension of an unclaimed assets scheme is as
follows:

2. Definition, Identification and Collection of Unclaimed Assets

2.1 We believe that in operating a central or national scheme specific criteria be drawn up and adopted
from the outset, namely that:

— firms’ participation should be voluntary rather than compulsory;

— the period for determining unclaimed assets is extended significantly beyond 15 years of “no
customer activity”; and
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— firms should not be financially disadvantaged in having to meet late claims where the associated
assets have otherwise been disbursed.

2.2 Many firms take seriously their social and corporate responsibilities by sponsoring or making regular
donations to charitable and welfare projects either within local communities or on a wider scale. It would
be regrettable if these individual actions were to be prejudiced in any way by the operation of a universal
scheme of asset disbursement. Hence for this reason, as well as other operational factors, participation in the
latter by insurance companies should be of a voluntary nature subject to any overriding governance issues.

2.3 In general, the insurance sector is very pro-active in its attempts to identify/locate policyholders both
on an individual basis and in some cases in a collective manner by posting their identity on the Unclaimed
Assets Register ref. http://www.uar.co.uk/

2.4 However the task and cost involved for insurers in tracing claimants should not be underestimated
on account of the varying length and duration of life policies, residential/geographical mobility, and the
reality that in most cases contact between insurer and policyholder during the lifetime of the policy will have
been minimal.

2.5 Practical experience amongst firms points to a steady stream of claims being received many years after
the last premium was paid often when relatives discover old policies belonging to the deceased policyholder.
Where however it has not been possible to trace the holder the policy must still remain “live” for a
considerable period to reflect the possibility of that person attaining maximum age ie 110 years of age.

2.6 Insurance firms retain legal and financial liability for paying out on eventual policy claims even if
assets have been disbursed elsewhere. In this context, firms will either need some form of financial indemnity
to protect themselves against “loss of assets” or reimbursement provision where the assets have been
transferred to an outside disbursement agency.

3. Distribution and Use of Unclaimed Assets

3.1 We note previous proposals by the Commission for Unclaimed Assets to set up “A Social Investment
Bank” to handle the disbursement of unclaimed assets for appropriate causes.

3.2 Whatever type of organisation is finally agreed and set up, such a body should be responsible for both
the collection and disbursement of assets in order to minimise administrative costs. Equally, if the
Government supports the scheme then it should fund the establishment costs of the organisation which
thereafter should function on an independent basis.

3.3 As part of the Government’s commitment to the scheme we believe that the criteria for aiding eligible
projects should be limited to those designed to promote financial inclusion. Within this wide arena, proper
scrutiny procedures need to operate to ensure legitimate applications and usage of monies to maintain
scheme credibility.

4. International Comparisons

4.1 We are aware of similar schemes in other countries but do not have any evidence to submit in helping
to identify best practice. However it is important that before any decisions are taken in the UK both the
methods of operation and working experiences of other national schemes are fully assessed and quantified.

5. Operating Principles

5.1 Any central or national scheme should provide for voluntary rather than compulsory participation
by insurance firms (to reflect the additional operational diYculties that would otherwise face mutual insurers
and insurance companies with closed funds).

5.2 Precise definition of the term “unclaimed assets” is required in relation to the life insurance sector.
Only money that has built up under an individual policy-holder’s insurance plan—with the intention of
being paid out either at the end of a specified period or on the policyholder’s death—and remaining in the
insurers’ custodianship in the absence of a claim should be the only type of insurance asset capable of being
defined as “unclaimed”. Accrued funds held in inherited estates/ orphan assets and used as firms’ working
capital shall be excluded.

5.3 The time-frame for determining “unclaimed assets” in respect of life insurance policies shall be (a) a
period of 30 years from the date on which the insurer last had contact with the policy-holder or (b) in the
case of a policy the benefits under which are payable only in the event of death, when the youngest person
insured by that policy would have attained the age of 110 years (based on longevity data and firms’ working
experience).

5.4 Within a national scheme, the collecting and disbursement arrangements should be vested in one
organisation (thus minimising operational and money transfer costs) established with start-up funding from
Government.
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5.5 The principal target area for the use of unclaimed assets shall be projects designated to address
financial exclusion (an area recognised as a Government priority).

5.6 As the legal and financial liability for meeting late claims has to remain with life insurance companies
any national scheme should provide for companies to be reimbursed from the assets held in the central fund
or for arrangements to be made whereby the liability can be reinsured externally.

6. Summary/Conclusion

6.1 ILAG believes that a properly defined, organised and controlled scheme on unclaimed assets could
operate in the UK complementing the financial contribution that insurance companies already make to
worthy social and charitable projects on a local and wider basis. We would therefore be ready and prepared
to participate in further discussions with interested parties should it be decided to extend such a scheme
across the field of financial services.

February 2007

Memorandum submitted by the Building Societies Association

1. The Building Societies Association (BSA) welcomes the opportunity to contribute to the Treasury
Select Committee’s inquiry into unclaimed assets.

Executive Summary

— Lost accounts, or unclaimed assets, account for a very small proportion of total building society
deposit balances—ie £50 million to £70 million out of £190 billion. When people do lose touch with
their account, the main reason is that they have moved house and forgotten to tell the building
society their new address. Building societies have eVective arrangements in place for protecting
such accounts against fraud and for reuniting account holders with their money.

— The Building Societies Association has a central tracing scheme that assists people who think they
may have a lost building society account. The scheme is free of charge and is covered by the
Banking Code.

— Any lost accounts within a building society, that are not claimed by the account holder, are used to
provide better value savings and mortgage products for the benefit of all building society members.

— As soon as it became clear the Government was committed to introducing a scheme for paying
over unclaimed assets to charitable causes, the BSA worked closely with the Government in
designing its proposed unclaimed assets scheme.

— The definition of an unclaimed asset proposed by the Government—ie 15 years of no customer
activity—is sensible and realistic although it needs some adjustment. Any lesser period than 15
years would capture many accounts that are not genuinely unclaimed.

— Building societies’ paramount aim is to reunite customers with their lost accounts. Where, under
the Government’s proposed scheme, this can not be done, societies—as mutual organisations—
are determined that lost accounts monies should be used to support good causes in the
communities from which their members are drawn. Even where unclaimed assets are paid over
under the scheme proposed by the Government, customers must still be able to reclaim their
monies at any time.

— Building societies support the Government’s preference for a voluntary unclaimed assets scheme.
The Banking Code is the appropriate mechanism to underpin this.

— Consistent with the inclusion of building society and bank accounts within the Government’s
scheme, there is logic to including other forms of unclaimed asset; notably, National Savings &
Investments and the shares and dividends of listed companies, as well as unclaimed life and
pension policies.

Introduction

2. The Building Societies Association (BSA) represents all 60 building societies in the United Kingdom.
Building societies have total assets in excess of £305 billion and hold residential mortgages of over £200
billion, approximately 18% of the total outstanding in the UK. Societies hold over £190 billion of retail
deposits, accounting for about 19% of all such deposits in the UK. In respect of cash ISAs, societies are
market leaders, accounting for 37% of cash ISA balances (£46 billion out of £124 billion in August 2006).
They employ almost 50,000 full and part-time staV and operate through around 2,150 branches.
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3. There is much speculation about the amounts of money contained in bank and building society
dormant and lost accounts. Analysis carried out by the BSA in 2004 indicated that there were around £50
million to £70 million in building society lost accounts, based on the Government’s definition of 15 years of
no customer activity. Figures we recently collected, as at 31 December 2006, tend to confirm these amounts.

Why do Lost Accounts Occur?

4. The main reason that people may lose touch with a building society account is that they forget to
inform their building society of their new address when they move house. This tends to be more likely if the
amount involved is relatively small—larger balances tend not to be forgotten about. Some accounts become
lost when the account holder dies and the executor of their estate does not realise the account exists.

What do Building Societies do about them?

5. Where building societies become aware that they have lost touch with a customer, they take steps to
safeguard the customer’s account. For example, they will stop sending statements to an address if they know
that the customer no longer lives there. This helps to prevent fraud on the account and helps safeguard
confidentiality.

6. The paramount aim of all building societies in regard to lost accounts is to reunite the accounts with
account holders or, where they have died, their legal heirs. Where that is not possible, the lost account
monies remain within the building society and are available to be reclaimed at any time by the account
holder. Building societies are mutual institutions and unclaimed assets within building societies are used for
the benefit of all members—helping to reduce the interest rates payable on mortgage products and to
increase the rates paid on savings accounts, although it is acknowledged that these eVects on interest rates
are marginal. Unlike the past practice of some PLCs, building societies do not take lost account monies into
profit and pay them over as dividends to shareholders.

Reuniting Lost Accounts Customers with their Accounts: The BSA Tracing Scheme

7. The BSA set up a tracing scheme for lost accounts in 2001. This assists customers, who believe they
may have a lost building society account, to get back in touch with the society. Customers are given a clear
understanding of their right to reclaim their monies and simple instructions on how to proceed. If the
customer knows the name of the building society where the account was held they are encouraged to contact
the building society direct. If it is a society that no longer exists, ie because it has merged with another, the
BSA can tell them where the business of the merged society now resides (there is also an online facility on
the BSA’s website that will do this). Where the customer is not sure which building society held the original
account (as is sometimes the case where the account holder has died), the BSA helps to coordinate the
customer’s search on their behalf.

8. The BSA tracing service is free of charge and is covered by the Banking Code, the self regulatory code
of good banking practice to which most UK building societies and banks subscribe.

9. Ten “pledges” underpin the BSA’s scheme—these are commitments from building societies to people
seeking to trace a lost account. The ten pledges are set out in the claim form which those people wishing to
trace a lost account are invited to complete and send to the BSA. An example of the claim form is attached
as an appendix to this memorandum. The form may be submitted in paper form and since December 2006,
there is a facility to send completed forms direct from the BSA’s website.

10. In 2006 there were 24,000 downloads of the BSA lost accounts tracing form from the BSA website.
1,300 completed forms were received by the BSA and forwarded to building societies which then carried out
searches on a customer’s behalf.

11. Individual building societies each have their own arrangements for managing and tracing lost
accounts and the BSA tracing scheme dovetails with these for the benefit of customers who wish to search
for their lost accounts.

12. Any individual who is unhappy with the treatment they receive from a building society in tracing a
lost account has recourse to that society’s internal complaints procedures. If still not satisfied, they have the
right to refer their case to the Financial Ombudsman Service and, ultimately, to the courts.

The Proposed Unclaimed Assets Scheme

13. The Government announced in the 2004 Budget its plans to direct lost accounts monies—but not
other forms of unclaimed asset—to charitable causes. At the time the BSA opposed the idea in principle.
As noted above, building societies are mutual institutions, owned by their members who are also their
customers. We argued that it is appropriate for lost account monies to stay in the building society and be
used for the benefit of all members, rather than taken out of the society and paid over to charity.
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14. However, although the BSA’s concerns about the principle of the Government’s plans for using lost
accounts monies to fund charitable causes remain, it has become clear over the past few years that the
Government is resolute in its commitment to this policy. Accordingly, the BSA agreed to work positively
with the Government to consider how these unclaimed assets could be used in the community as the
Government wishes, but in a way that reflects the views and interests of building society members.

15. Discussions between the Government and the building societies and banks have been detailed and
have considered a range of diYcult technical and operational matters that have needed to be addressed.

i) Definition of an unclaimed asset

16. Fundamental to the unclaimed assets scheme is the definition of what constitutes an “unclaimed
asset”. It is essential that the unclaimed assets scheme includes only those accounts where the bank or
building society and its customer have genuinely lost touch and there is little prospect of the monies being
reclaimed.

17. Under the definition set out in the Pre-Budget Report in 2005, all accounts where there has been “no
customer activity” for 15 years or more will fall to be included within the proposed unclaimed assets scheme.
15 years is a sensible criterion, in that any lesser period increases the risk of accounts being included in the
scheme that are not lost or unclaimed.

18. It is essential that a realistic understanding of what constitutes “customer activity” is reached. For
example, it should be recognised that a lack of customer-initiated transactions on a savings account does
not of itself indicate that an account is lost or unclaimed. It is very common for building society members
to leave their savings in a building society account for long periods; often the money is rainy day or
retirement savings and they have no intention of touching it until they need to do so. Frequently, such
account holders will have other relationships with the building society. Where they have other accounts,
such as a savings or a mortgage account, it will be important that activity on those accounts can be accepted
as evidence that the relationship with the customer has not broken down. Accordingly, none of that
customer’s accounts should be included in the unclaimed assets scheme. Similarly, if a building society
member has voted at an Annual General Meeting of the building society, that too should constitute evidence
of customer activity. The definition of 15 years of no customer activity also needs to be adjusted to take
account of accounts such as cash ISAs, trust accounts, and fixed term accounts where either the customer
is not able to carry out any transactions during a fixed period (often several years) or they are penalised for
doing so, for example, with a cash ISA, by loss of tax exemption.

ii) Reactivation

19. In the period immediately prior to the introduction of the proposed unclaimed assets scheme, it is
intended that building societies will be stepping up their eVorts to contact account holders to enable them
to confirm that they are content for their account to remain where it is. This will build on the existing tracing
schemes of the BSA and individual building societies and will be aimed at ensuring as far as possible that
only genuinely unclaimed balances fall to be handed over under the new scheme. We anticipate that this
period of increased tracing and reunification activity will last for around 12 months.

20. Where monies are paid over under the scheme it is essential that account holders are still able to
reactivate their accounts and this needs to be done in a customer-friendly way. The best way of achieving
this would be to maintain the interface between banks and building societies and their customers. So, even
where monies are paid over—under the unclaimed assets scheme—to a third party that assumes liability for
repayment of account balances, the customer’s relationship remains with the building society or bank.

iii) Regulation

21. The Treasury has previously announced its preference for a voluntary scheme and the BSA is strongly
supportive of this. In our view, the main advantage of a voluntary approach is that it could be delivered at
much lower cost than a fully statutorily-based scheme, thereby maximising the monies available for
distribution to good causes. A statutory scheme would imply a much higher level of prescription and rigidity
than a voluntary scheme.

22. The BSA considers that a self-regulatory approach, under the Banking Code, is the appropriate
means of ensuring that building societies and banks follow the requirements of the unclaimed assets scheme,
where they have committed to do so. The Banking Code already covers the lost accounts procedures of
banks, building societies and National Savings and Investments. In this way, subscribers to the Banking
Code commit to comply with the respective lost account schemes of BBA, BSA and NS&I and their
compliance is overseen by the independent Banking Code Standards Board. We envisage that the Banking
Code—which is currently undergoing a triennial independent review—would be need to be amended to
reflect the introduction of the unclaimed assets scheme and this, in turn, would be subject to compliance
monitoring by the BCSB.
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iv) Legislative underpinning for the proposed unclaimed assets scheme

23. Building societies are keen to ensure an approach that is balance sheet-neutral, ie that when the assets,
in the form of the cash in building society savings accounts, are removed from their balance sheets and paid
over under the proposed unclaimed assets scheme, the liability to repay to account holders the balances on
the accounts must also be removed. Under recently introduced international financial reporting standards,
this can only eVectively be done if the transfer is recognised in statute. We understand the Treasury now
accepts this is necessary and, in the 2006 Pre-Budget Report, it announced that it planned to bring forward
legislation to put in place statutory underpinning for a voluntary unclaimed assets scheme.

v) Distribution

24. All building societies currently support good causes in the communities from which their members
are drawn. Feedback received by building societies from their members indicates that their members are
strongly opposed to the idea that lost account funds should be used to build up a central pot to be disbursed
by the Government or its agencies—as has been proposed in the context of the unclaimed assets scheme.
Consistent with this, the BSA is urging the Government to allow building societies to direct their members’
lost account monies to good causes within the communities from which their members are drawn. For some
building societies this would mean channelling funds via the independent charitable foundations they have
set up and which are involved in supporting charitable causes in communities local to the society.

vi) Coverage of the unclaimed assets scheme

25. The Treasury Select Committee has asked for comments on the coverage of the proposed unclaimed
assets scheme. The Government has said it currently has no plans to extend its unclaimed assets scheme
beyond bank and building society accounts. Whilst this may help to keep the scheme simple, there would
be logic in extending the scheme to include other forms of unclaimed asset.

26. The BSA has previously pressed the Government to include within its unclaimed assets scheme those
unclaimed assets held by National Savings and Investments. Based on a definition of no customer activity
for 15 years, NS&I has estimated that it has unclaimed assets of £439 million13. This dwarfs the amount the
BSA estimates to be unclaimed in building society lost accounts. The Government’s argument for not
including NS&I’s unclaimed assets within its scheme is that such assets are already being used to finance
public expenditure, an assertion the BSA does not find convincing. Public expenditure and expenditure by
charities are quite diVerent.

27. In a building society, as a mutual, its account holders (with the exception of a few depositors) are also
its members, ie its shareholders. It would, accordingly, be consistent with the inclusion of building society
share accounts within the proposed unclaimed assets scheme to include, also, the unclaimed shares and
dividends of banks and other listed companies. Other forms of unclaimed asset that might also be included
are unclaimed life policies and pensions. It seems to the BSA that these are materially quite similar to the
unclaimed assets of banks and building societies. We think the Treasury Select Committee is correct to be
considering such assets in the context of its current inquiry into the Government’s proposals.

February 2007

Memorandum submitted by the National Housing Federation
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1. Executive Summary

1.1. The National Housing Federation represents some 1,300 independent, not for profit housing
providers in England. Our members include Housing Associations, Co-ops, Trusts and transfer
organisations. They develop and manage more than two million homes provided for aVordable rent,
Supported Housing and Low Cost Home Ownership housing about five million people as well as delivering
a wide range of community and regeneration services. Our members are experienced in stretching public
funding by levering in private sector resources.

13 House of Commons Written Question 9 October 2006.
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1.2. The Federation welcomes the opportunity to submit evidence to the Treasury Committee’s Inquiry
into unclaimed assets within the financial system. We wish to comment on the potential distribution and use
of unclaimed assets, and in particular how these may be used to promote financial inclusion.

1.3. Housing associations are at the forefront of promoting financial inclusion through providing tenants
with access to financial advice and capability training and in supporting and contributing to capacity
building of third sector financial organisations. Often the only not-for-profit organisation working in
deprived neighbourhoods they can provide a critical role as intermediaries in signposting to information,
advice and suitable financial products.

1.4. We believe that the proposed Social Investment Bank (SIB) could act as an equity investor in a
housing sector led project to deliver a suite of financial inclusion products and services for tenants currently
excluded from mainstream finance, making use of the strength of unclaimed assets to provide security for
a sustainable guarantee fund.

2. Why Financial Inclusion is a Critical Challenge for the Housing Association Sector

2.1 The role of the housing sector extends far beyond the homes we build, own and manage. The work
our members do contributes directly to the creation and maintenance of successful, sustainable and desirable
neighbourhoods oVering tenants an improved quality of life, increased opportunities and improved social
mobility.

2.2 In many neighbourhoods, housing associations are the strongest and most experienced Third Sector
organisation. In almost every corner of the UK they promote community empowerment and active
citizenship and support community projects. The wealth and resources of associations allied to the
experience, local knowledge and commitment of community and voluntary organisations can produce a
powerful force equipped to build safe, strong and sustainable communities.

2.3 Around 70% of the financially excluded are social housing tenants.14 The FSA baseline survey
identifies people who live in social housing as amongst the least capable of choosing suitable financial
products and planning ahead.15 We know that many of those most vulnerable to poverty, debt and
predatory lenders are housing association tenants or those living in neighbourhoods where our members
have a significant landlord investment. We have therefore focussed our evidence specifically on housing
association tenants and how financial exclusion impacts on them directly.

2.4 Housing associations are at the forefront of tackling financial exclusion, providing and supporting a
range of services such as aVordable credit schemes, cheap household insurance, support for opening a bank
account, and funding for Community Development Finance Institutions (CDFIs). The sector has made
significant headway in increasing tenants’ access to financial services. In 2003 28% of tenants had no bank
account; by 2005 this figure had dropped to 14%.16

2.5 Financial inclusion is a topic which is of critical concern to our sector. As a trade body we have serious
aspirations to look at how we can develop and support financial services and products that fit better for our
customer base.

2.6 The Federation has already submitted more detailed evidence to the Treasury Committee’s inquiry
on financial inclusion (January 2006) about how housing associations currently act to tackle exclusion. This
evidence was reflected in the recommendations of the Treasury Committee’s reports on financial inclusion
(November 2006) and recognised in the Government’s response (April 2007).

2.7 We welcome the announcement that the Financial Inclusion Fund is to be extended for the next
spending period to 2011. However, housing associations did not directly benefit from the first round of
grants. We hope that in future aVordable housing providers will be encouraged to apply for funding, and
that the Financial Inclusion Taskforce will ensure that they engage fully with the social housing sector.

2.8 In November 2006 the Federation also contributed views to the Commission on Unclaimed Assets
(CUA) consultation on “A Social Investment Bank”, and has since met with the Commission to discuss our
proposals before they move publish their final report before the 2007 Budget.

2.9 We believe that the release of unclaimed assets from UK banks, building societies and other financial
institutions provides a unique opportunity to improve the lives of those living in the most disadvantaged
communities.

2.10 As independent social businesses housing associations have a strong borrowing record with major
lenders and have a large multi million pound asset base. Associations recycle their surpluses to invest in
wider community objectives beyond their traditional housing function. Associations also take responsible
market risks in the investments they make and use the returns generated to deliver further aVordable housing
and other products and services which meet their objectives. It makes sound business sense for associations
to protect their assets by creating “neighbourhoods where people want to live’. Cutting rent arrears,

14 Chartered Institute of Housing, Financial Inclusion: Good Practice Briefing No 31, November 2006.
15 Financial Services Authority, Financial Capability in the UK: Establishing a Baseline, 2006.
16 National Housing Federation Figures 2006, based on analysis of the Family Resource Survey
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lowering the tenant turnover rate and reducing anti-social behaviour, for example, all help secure their asset
base. Furthermore, housing associations see themselves as being very much part of the wider Third Sector,
and closer links with community and voluntary groups oVer tenants better access to their services.

2.11 Many of our members have run “traditional” forms of financial support for many years. These
include providing: cheap, safe white goods; free furniture; expert advice on welfare benefit claims; rent
deposit schemes; reduced household insurance and money advice to young people living in supported
housing schemes.

2.12 More recently members have funded and otherwise supported a number of Credit Unions and
CDFIs. In our submission to the recent Treasury Committee on Financial Inclusion we argued that the
Government should consider a charitable subsidy, as well as the provision of Community Investment Tax
Relief (CITR), for housing associations to become core funders of more CDFIs (the majority of housing
associations are charities so the tax relief is less relevant); and for Treasury to consider how regulation can
be streamlined for associations investing in CDFIs to avoid disincentivising associations which are already
heavily regulated by the Housing Corporation and the Audit Commission.

2.13 We believe that housing associations are well placed in the community to use their capacity to assist
Government in addressing financial inclusion, and the Federation and its members will continue to work
to develop suitable services and products. Furthermore, the Government’s way forward for financial
inclusion is entirely congruent with the aims of iN business for neighbourhoods, our sector’s programme
for change and improvement.

2.14 Housing associations can therefore make a unique contribution to tackling exclusion and stand ready
to make eVective use of unclaimed assets to help channel this capital where it can have the biggest impact.
Our comments are based on the successful track record of housing associations in delivering high quality
outputs and outcomes and continuous eYciencies and value for money. Our members have the experience
and expertise to transform communities and assist the Government in delivering a successful SIB.

3. Distribution and Use of Unclaimed Assets to Promote Financial Inclusion

3.1 The CUA has recommended in The Social Investment Bank—its organisation and role in driving
development of the third sector that unclaimed assets be used for investment, that they be used to develop
new products or services, and that such investment will enable organisations to become more sustainable
and better able to serve the needs of their communities.

3.2 We believe that despite Government and third sector innovations, there remain clear gaps in the range
and scale of financial services and products currently on oVer to social housing tenants, and that a more
sophisticated funding approach is therefore required.

3.3 For example there are gaps in financing opportunities for tackling financial exclusion despite
introduction of the Financial Inclusion Growth and Access funds. We think that a priority for the use of
unclaimed assets should be to lever in more resources to tackle exclusion through providing both equity for
social enterprise and security for aVordable lending in low income communities.

3.4 The Federation has entered into a partnership with the Royal Bank of Scotland to investigate the
possibility of providing aVordable banking and loan products to tenants through our housing association
members operating in the most disadvantaged areas. The partnership is carrying out research into the
feasibility of developing a suite of financial inclusion products and services (eg banking, aVordable credit,
insurance, furniture, re-cycling, energy, water etc) for financially excluded people, and aims to produce a
sustainable business plan by the end of 2007 for delivery from 2008 onwards.

3.5 We believe that the SIB could potentially act as an equity investor in such a project, making use of
the financial strength of unclaimed assets to provide security through a sustainable guarantee fund, and
enabling additional private capital to be levered in from other sources.

3.6 As the aim of our project is to develop a fully sustainable suite of financial inclusion products and
services backed by a guarantee fund, this proposal has the advantage of not requiring unclaimed assets to
be spent. The equity would instead be an investment in tackling exclusion providing the security required
to deliver suitable products and services to those in the greatest need. The security provided by this
investment could also serve to lever in additional capital from alternative sources (for example high street
banks and other financial service providers).

4. Conclusion

4.1 Unclaimed assets within the financial system provide a unique opportunity to boost the Third Sector,
and in particular to tackle financial exclusion which is a major barrier to building sustainable and wealth
building communities. We agree the CUA’s view that financial inclusion is a specific sector the SIB should
consider. The Federation would argue in particular that this provides an excellent opportunity to support
the work of housing associations in addressing social needs.
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4.2 We understand that the quantum of dormant funds available to a SIB is presently unknown, but the
sums involved are substantial, and in our view will have an even greater impact if used as equity to lever in
further private finance.

4.3 The housing sector has a proven track record of delivering high quality outputs and outcomes, and
continuous eYciencies and value for money. Our members are experienced in stretching public funding by
levering in private sector resources and could provide the best vehicle to ensure that the impact of unclaimed
assets is maximised. Associations are well governed by boards accountable to a wide range of stakeholders
including tenants and are independently regulated by the Housing Corporation.

4.4 We have the experience and expertise to change communities and to build new ones and stand ready
to work with the Government and the SIB to deliver our shared aims and objectives.

February 2007

Memorandum submitted by Michael Chapman

Executive Summary

1. It is important to remember that money in dormant accounts actually belongs to the account holder.
All necessary attempts have to be made to reunite the account holder with the unclaimed deposit, even if
the cut oV date is 15 years, people still should have the right to access there own money.

2. The scope of scheme should be extended but in a staged way.

3. Several stakeholders should be involved in the collecting of unclaimed assets including industry, the
regulator, trade and consumer bodies and Government. An independent Board would report to the UK
Parliament.

4. There is merit in separating collection from disbursement. A sister body to distribute funds. For
example to a Social Investment Bank, to establish an endowment fund to support generic financial advice,
administer a programme of matched community based savings schemes.

5. There should be scope in the funding to provide a free and independent service—A National Asset
Recovery Service—responsibility of the new organisation collecting unclaimed assets.

6. The use of unclaimed assets should be limited to key aims around financial inclusion and financial
capability, promoting savings and asset building and supporting generic financial advice. The scope should
be inclusive—across the UK and for all groups.

7. The Treasury Select Committee to call for a more detail study of international best practice and to
analyse possible Unclaimed Asset Scams that will arise through internet and telephone contact with
consumers, what actions should be taken to protect vulnerable clients and consumers?

The Definition, Identification and Collection of Unclaimed Assets

Q. The proposed definition of an unclaimed asset within the United Kingdom banking sector, and whether the
scope of assets identified for inclusion within the scheme is appropriate

8. The definition of what constitutes an unclaimed asset and the scope of assets included seems reasonable
just as long as the structure being established is EVective, EYcient and Fair.

9. It is important to remember that money in dormant accounts actually belongs to the account holder.
All necessary attempts have to be made to reunite the account holder with the unclaimed deposit, even if
the cut oV date is 15 years, people still should have the right to access there own money.

Q. The scope for extension of the scheme, or for another scheme, relating to unclaimed assets held by other
financial institutions, such as insurance companies and National Savings & Investments

10. Any scheme has to ensure maximum consumer protection and entitlement and involve industry and
Government in the practicalities of collection. However, the scope should be extended but in a staged way.

11. First regulation enacted to claim dormant bank and building society accounts. Second to incorporate
National Savings and Investments, Post OYce accounts, unit and investment trusts, personal and
occupational pensions and windfalls from demutualisation and privatisations. Finally consideration should
be given to the national Lottery, uncontested wills and property.
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Q. Any potential estimates of the scale of unclaimed assets, using diVerent criteria to define an unclaimed asset

12. No specific information on the scale of unclaimed assets in the UK.

13. I agree with other commentators that the sums involved may not be as large as some predictions
especially if the focus is on dormant bank and building society accounts. This in it’s self would suggest that
the use of the funds should be targeted for maximum impact.

Q. Who should monitor the running of the collection scheme, and ensure that financial institutions identify, and
provide for use, unclaimed assets

14. Several key actors should be involved including the industry, the regulator, trade and consumer
bodies and Government. There should be an independent Board that reports to the UK Parliament.

Q. Whether the collection of unclaimed asset funds should be organisationally separate from its disbursement

15. There is merit in separating collection from disbursement. A sister body to have the role of
distributing funds—to a Social Investment Bank—to establish an endowment fund to support generic
financial advice, administer a programme of matched community based savings schemes.

Q. Whether enough is being done to ensure that unclaimed assets will be reunited with their owners, especially
after the assets have begun to be disbursed

16. The commission on Unclaimed Assets makes no mention of the means by which consumers will be
reunited with their funds in the event that a claim is made on the assets. This could happen in a number of
circumstances and more could be done to ensure that people are reunited with their funds.

17. I believe that a Free and Independent service—A National Asset Recovery Service—should be the
responsibility of the new organisation collecting unclaimed assets.

Q. How unclaimed assets that have been disbursed can be reclaimed should their owner be found, and who
should bear the final burden of repaying such monies owed

18. The practicalities of reclaiming funds should be the responsibility of the collecting organisation. A
certain proportion of funds should be kept before distribution to ensure that monies owed to rightful
claimants is returned.

19. There could be a dual role in supporting a national programme of Generic Financial Advice that also
advertises the rights of people to reclaim assets. In turn people reunited with their assets should be given the
opportunity to then donate these to the Fund?

The Distribution and Use of Unclaimed Assets

Q. Whether the use of the unclaimed assets should be limited to certain aims, bodies or localities

20. The use of unclaimed assets should be limited to key aims around financial inclusion and financial
capability—promoting savings and asset building and supporting generic financial advice. The scope should
be inclusive—across the UK and for all groups.

Q. What can be learnt from the distribution of funds from the National Lottery when setting up the body
responsible for disbursing unclaimed assets?

21. The Lottery in Scotland has moved to towards acting more as an investment partner, working with
voluntary and community based organisations with a shift in focus on generating positive outcomes for
people through their investment programme is a positive step forward.

Q. Whether and how such a body should be accountable to Parliament and Government

22. No specific comments apart from to support the view that any institution or organisations established
should be.

Q. How appropriate is the proposal of the Commission for Unclaimed Assets for a “Social Investment Bank”,
and whether there are more appropriate alternative models

23. The Commission for Unclaimed Assets proposes cash from dormant accounts could be used to
capitalise a “Social Investment Bank” which could then use its financial muscle to help smaller charities gain
access to financing. There are estimated to be 500,000 charities and voluntary organisations in the UK, the
majority of which have little or no access to capital and are largely dependent on grants and donations.
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24. The Commission looked at alternative models particularly in the USA such as the Local Support
Initiatives Corporation and the Enterprise Foundation, which use their access to the financial markets to
help local charities fund construction projects in deprived areas.

25. There is no doubt that accessing funding for charities, voluntary and community sector’s is required
I am not convinced that with the resources potentially available that this should be allocated to one
institution. The idea of a Social Investment Bank is part of the solution but the panacea.

Q. Whether it was right for the Commission for Unclaimed Assets to discount the idea of using unclaimed assets
to fund an endowment

26. This issue should be looked at again. Not knowing the precise reasons why this decision was made,
it is diYcult to comment upon. However, this issue should be looked at again, there are examples from the
USA and elsewhere that provide useful guidance on how endowment funds are constituted and operated.

27. The delivery mechanism should fit for the purpose intended. It is my personal view that funds from
unclaimed assets should be used to promote better understanding of the financial system (these funds being
generated from that system), focused on individuals (whose dormant accounts funds are taken) to help
combat financial exclusion and support generic financial advice and be used to make investments that
promote savings and asset building.

Q. Who should monitor the eVectiveness of the use of unclaimed assets?

28. Accountability for the eVectiveness of the use of unclaimed assets for the public good should
ultimately rest with the UK Parliament.

Q. How the use of unclaimed assets might promote financial inclusion

29. Financial exclusion is a complex and multidimensional phenomenon, it transcends many boundaries
impacting on diVerent groups, communities and individual at varies life stages. Financial exclusion is both
a cause and consequence of poverty.

30. Financial inclusion means more than just accessing bank accounts, it is a life long learning process,
providing people with the means, opportunity and confidence to engage with and be part of the financial
services sector. We can no longer aVord as a society to operate a two tier structure of financial inclusion—
those are part of the system, who benefit from the strength and competitiveness of the financial services
industry and those who are outside, marginalise, stigmatised and who lack the basic skills, financial
awareness and capability to make informed financial choices, even on low incomes.

31. Two areas where funds from unclaimed assets could make a significant diVerence include:

1. Promoting a savings and asset building culture—matched saving schemes linked with asset goals,
moving out of debt, starting a business, higher or further education and asset building education.

2. Generic financial advice—preventative, community based, tailored to meet the needs of vulnerable
clients, provided through trusted intermediaries.

The Possible Relevance of Schemes in Other Countries for Putting Unclaimed Assets to Productive
Use Countries Including the USA, Ireland, Australia, New Zealand and Spain have Legal
Frameworks in Place for Putting Unclaimed Assets to Productive Use

Q. The Committee would particularly welcome written evidence that uses international comparisons to identify
potential best practice

32. No in depth expertise in this area but from discussions with key stakeholders from the banking and
consumer sectors, there would be merit in the Committee calling for a more detail study and analysis of
international best practice, regulatory frameworks, distributions channels, partnership working
arrangements, governance issues, accountability, asset recovery, financial planning, operational and
delivery costs, monitoring and evaluation frameworks, industry and consumer involvement.

33. The Committee should look into the possible Unclaimed Asset Scams that will arise, as has been the
case in the US, through internet and telephone contact with consumers, what actions should be taken to
protect vulnerable clients and consumers?

February 2007
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Memorandum submitted by the Financial Services Authority

1. This memorandum is submitted by the Financial Services Authority in the context of the Committee’s
Inquiry into Unclaimed Assets within the Financial System. We are responding specifically on:

— Whether the use of unclaimed assets should be limited to certain aims, bodies or localities; and

— How the use of unclaimed assets might promote financial inclusion.

2. We welcomed the Government’s statement in the Pre-Budget Report (PBR) in November 2005 that
unclaimed assets should be reinvested in the community, focusing on youth services, financial education and
financial inclusion. The National Strategy for Financial Capability (”the National Strategy”), led by the
FSA, targets those areas, among others, as part of an overall programme designed to raise the financial
capability of millions of UK citizens. We believe that there is a strong case for directing some of the funds
from unclaimed assets towards the extension of financial capability work.

3. The National Strategy is a partnership between the FSA, the Government, the financial services
industry, consumer groups, community and voluntary organisations and trades unions. Together, we must
achieve a step change in financial capability if we are to prevent serious consequences in the future. Financial
capability is an increasingly important life skill, with consumers needing to take much greater personal
responsibility for managing their financial aVairs. The ability of consumers to do so has thus become
essential in enabling people to participate in society.

4. The programme to deliver this involves a sustained and wide-ranging set of initiatives, the result of
extensive piloting and ongoing evaluation. Based on the outcome of the largest study into financial
capability undertaken anywhere in the world, it targets areas of most need and where there is an opportunity
to improve people’s financial skills over the long-term. The programme, which will reach over 10 million
people in the period to 2011, targets, among others, schools, young adults, employees in the workplace and
new parents. We also have initiatives aimed at harder to reach groups, such as young adults not in education,
employment or training and people with particular needs, such as cancer suVerers, residents in social
housing and prisoners and ex-oVenders.

5. A key element of our approach is working with intermediaries, often at local level, who are able to reach
people in their community and who understand the best ways to meet their clients” money and other needs.
We intend to expand both the number of intermediaries who are currently involved in improving the
financial capability of their clients and the scope of their work.

6. Much has been achieved so far and we expect demand for support to help people manage their finances
to increase as more people become aware of the positive impact which this work is achieving. Additional
funding would enable the scale and reach of delivery through intermediaries to be extended further and help
many more people to improve their ability to manage their personal finances. Funds from unclaimed assets
could be used to increase capacity with intermediaries—for example, further staV numbers or training to
help them work with clients—and could also potentially be used to help finance the provision of generic
financial advice (there is a potential link here with the Government’s recently-announced project to examine
how generic financial advice could be delivered to more people).

7. We accordingly invite the Committee to consider recommending that part of the funds from unclaimed
assets should be used to help improve the financial capability of UK citizens. The FSA stands ready to help
advise on how any such funds should be allocated.

February 2007

Memorandum submitted by the British Bankers Association

Introduction

1. The British Bankers Association (BBA)—the principal trade association for banks in the UK—
welcomes the opportunity to contribute to the Treasury Select Committee’s Inquiry into Unclaimed Assets
within the Financial System. This relates, in part, to the Government’s initiative aimed at releasing
unclaimed assets in bank and building society accounts for use on community causes.

2. The discussion between the banking industry and HM Government has taken place within the context
of reunification activity undertaken by banks and the availability of free central tracing services through the
BBA and Building Societies Association (BSA). In this discussion we have underlined the need to make sure
that the balance sheet release takes place on a basis compatible with maintaining customers’ rights to reclaim
their monies at any time. We believe the customer’s interests are best served through monies being released
only at the point at which they are likely to be genuinely lost and will remain unclaimed. Even on this basis
there is a need to maintain a central reserve against future reclaim. In the event of customers reclaiming their
monies subsequent to reclaim we see merit in their utilising the existing industry channels.
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3. There is a need for a statutory discharge if unclaimed asset monies in banks accounts are to be released
for use on community causes. We propose that banks and building societies continue to provide the
customer interface subsequent to the monies being transferred and their commitment to assisting the
customer in this instance set out in the Banking Code—the industry self-regulatory code on good banking
practice. Compatible with the financial liability having been removed from bank balance sheets, we believe
that the maintenance of a central fund to meet reclaims subsequent to transfer and the disbursement of
monies to community causes should take place on an arm’s length basis independent of the industry.

Executive Summary

4. In the detailed discussion with HM Government that has taken place since the 2005 Pre-Budget Report
on the introduction of an unclaimed asset scheme for bank and building society accounts we have
emphasised the need to ensure that any scheme was compatible with the right and ability of customers to
regain access to their monies at any time.

5. Bank accounts most frequently become dormant as a result of customers overlooking the need to
advise all of their financial service providers of a change of address when moving house. In these and other
circumstances, banks will seek to re-establish contact and in the event that this fails the account will be made
dormant in order to protect against fraud and ID theft. Arrangements are in place, however, to enable
customers to regain access to their monies. This includes the use of the bank and building society retail
network and the use of free central tracing schemes introduced by the BBA and BSA in 2001.

6. The BBA believes that the first objective of any unclaimed asset initiative must be to encourage
customers regain access to their monies. This is broadly in keeping with the central tracing schemes
introduced voluntarily by the industry six years ago. For this reason the banking industry is planning to
undertake a further coordinated reunification exercise in the 12 month period running up to the introduction
of the unclaimed asset scheme.

7. The release of monies from bank balance sheets for use on community causes can only take place if
the means can be found of ensuring that customers, including legal heirs in the case of an estate, are entitled
to reclaim their monies at any time, even subsequent to their being transferred from bank and building
society balance sheets under the Government initiative. This has involved addressing complex legal and
accounting requirements.

8. The starting point for protecting the customer’s interests is the establishment of a definition that results
in monies being transferred only in circumstances where experience shows account monies are likely to be
genuinely lost. Reclaim experience in the UK shows the need for a definition based on 15 years. A second
essential component is ensuring that customers face no additional hurdles in seeking to regain access to their
monies. This, we believe, is best served through banks and building societies continuing to provide the
customer interface subsequent to the balance sheet transfer under the scheme.

9. We have therefore proposed to HM Government that the unclaimed asset scheme for bank and
building society accounts should combine a statutory right for the customer to regain access to their monies
at any time with an industry-based commitment to provide the customer interface even after the account
monies have been released from bank balance sheets. This will involve revisions to the Banking Code.

10. While there will be a need to establish a central reclaim fund to provide a reserve against which
reclaims subsequent to transfer can be paid, the approach proposed avoids the need for the wholesale
transfer of customer records and is therefore in keeping with maintaining the customer’s right to privacy.
It also removes a substantial administrative task from the central fund, provides a basis on which the risk
of reclaim can be managed with reasonable certainty and enables the allocation of risk-free monies for
distribution on a non-recourse basis. It draws on the existing industry infrastructure and in the process
should ensure that any administrative costs attributable to the central reclaim fund are kept to the bare
minimum. This will optimise the monies available for disbursement on community causes.

11. The 2006 Pre-Budget Report announced that HM Government recognised that enabling legislation
was needed to bring about an unclaimed asset scheme and indicated that it would bring forward proposals
for consultation. In addition to initiating a legislative proposal for the statutory discharge needed to
underpin the unclaimed asset scheme, the Government also needs to consult upon the institutional
arrangements concerning the retention of monies to meet the cost of reclaims subsequent to transfer and the
arrangements for the disbursement of monies free from the risk of reclaim. We estimate that unclaimed
assets within bank accounts currently amount to £250 million–£350 million.

Why does dormancy arise?

12. It is not in the commercial interests of banks for them to lose contact with their customers. If,
however, an account has been inactive for an extended period, the account holding institution will write to
the customer asking whether they wish the account to remain open. If no response is received, the institution
will stop sending out correspondence and will class the account as dormant. This ensures that financial
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details are not sent to what might be an old address and reduces the prospect of fraud and ID theft. The most
typical cause of a bank account being made dormant is a customer omitting to advise all relevant financial
institutions of a change of address.

13. Institutions have set procedures for contacting customers in advance of making accounts dormant.
This contact is normally in addition to other regular customer mailings. Depending on the circumstances,
institutions may also undertake other forms of pro-active search to trace customers with whom they have
lost touch. Given the development of multi-product relationships with customers and advances in IT,
institutions are less likely to lose track of customers than previously was the case. This reduces the likelihood
of accounts becoming dormant.

How can customers regain contact with their monies?

14. If the customer is aware of the specific bank that holds their account, they need only approach that
institution. They will need to provide the bank with their contact details and information about the account.
They are invited to provide as much information about the account as possible and are advised that proof
of identity will also be needed.

15. If, however, the customer is unaware of the specific bank or building society that holds the account,
they can use the BBA and BSA central tracing schemes. These schemes have been in existence since 2001
and are designed to help customers trace dormant accounts in instances where they are unsure of which
institution holds an account, including where the bank or building society has closed or merged. The BBA
and BSA tracing schemes are free of charge and the banks and building societies’ commitment to assist
customers search for their accounts is set out in the Banking Code.

16. The BBA tracing scheme is underpinned by 10 core “pledges” setting out the commitment of banks
on dormant accounts. In addition to explaining that the bank will usually write to the last known address
before making an account dormant included in the terms of the scheme is a commitment to a record of
accounts made dormant being maintained in perpetuity. It is explained that the funds remain in the
beneficial ownership of the customer and will continue to attract interest on the same basis as the preceding
live account. Claim forms are available through the branch network, central institutional points and
through the BBA. Institutions commit to process claims as quickly as possible, in all circumstances taking
no longer than three months. In the event of a valid claim the customer will be advised of: the balance of
the account, the amount of interest that has accrued if the account is interest-bearing and how they can
access the funds.

17. The principle underpinning the scheme is that customers are given a clear understanding of their right
to reclaim their monies and easy to follow instructions on how to proceed. Where only one institution is
involved, customers are encouraged to engage directly with that institution. Where there is more than one
institution at which the dormant account may be held, the BBA coordinates the application. It also acts as
a central enquiry point.

18. The banks reviewed the BBA central tracing scheme during the course of 2006. As a result, the scheme
was refined and refreshed, with the BBA modernising its claim forms, updating the related guidance and
introducing an electronic facility enabling reclaims to be made by internet.

19. Since its inception, the BBA scheme has handled 35,000 claims and its telephone helpline has fielded
in excess of 70,000 enquiries. In 2006, 7,000 claims were processed, 1,000 of which were made using the
internet facility introduced in July. It needs to be appreciated that reclaims via the BBA scheme are
additional to the reactivation of accounts by individual institutions. In addition to reclaims being made
through the BBA scheme, the dormant account pages of our website attracted 149,000 visits in 2006. In
many cases this will have resulted in customers reactivating their accounts by approaching individual
financial institutions direct. The reactivation of dormant accounts needs to be viewed in the context of UK
financial institutions holding some 150 million current and savings accounts.

20. Customers have a right to appeal through the bank or building societies’ internal appeals process.
They also have the right to refer the case to the Financial Ombudsman Service and ultimately can pursue
their claim through the courts.

The customer interface under an Unclaimed Asset Scheme

21. In discussion with HM Government, we have proposed that the customer’s interests would best be
served through the introduction of a scheme grounded in the existing industry infrastructure. We have
therefore proposed that individual banks continue to provide the customer interface in the event of account
monies being transferred, including through the BBA tracing scheme, and that the commitment to assist
customers reclaim access to dormant monies reflected in the Banking Code apply equally to account monies
transferred under the proposed unclaimed assets scheme. We believe this to be the best means of ensuring
a seamless approach for customers seeking to regain access to their monies subsequent to transfer under the
15 year definition. It also avoids the need for a wholesale transfer of individual customer records. This is in
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keeping with the customer’s right to confidentiality and reduces substantially the administrative burden on
the central body receiving the funds. This will optimise the monies available for disbursement on
community causes.

22. Banks also consider it appropriate that a further specific reunification exercise should take place in
advance of establishing the unclaimed assets scheme. This will reactivate as many accounts as possible and
reunite owners and their assets and as a result will minimise reclaims subsequent to the transfer to the central
reclaim fund. This will enable a clearer view to be taken on the monies that need to be kept in reserve for
reclaims subsequent to transfer. The intention would be for the central tracing schemes to be actively
promoted for a 12 month period leading up to the introduction of the unclaimed assets scheme and
customers encouraged to reactivate their dormant accounts in advance of the introduction of the unclaimed
assets scheme. Individual banks are also planning to undertake proactive search initiatives in the run up to
the unclaimed assets scheme in addition to their usual activity. The precise nature that this will take will
depend on reunification activity previously undertaken and the institution’s assessment of whether it is likely
that attempts to remake contact will be successful.

23. Providing the unclaimed assets scheme for bank accounts is introduced on the basis proposed,
customers, including legal heirs in the case of an estate, will be aVorded the same legal protection in terms
the security of their deposit and will not have any additional hurdles to address in seeking to regain access
to their monies. Banks would calculate the monies owed under the unclaimed asset scheme and transfer these
to a central fund. This would maintain a reserve to meet the cost of future reclaim and make available the
reclaim-risk free surplus for use on the community causes.

The proposed definition of an Unclaimed Asset within the United Kingdom banking sector and whether the scope
of assets for inclusion within the scheme is appropriate

24. Banks have been clear from the outset that they could only contemplate the release of unclaimed
account monies from their balance sheets as proposed if the means could be found of undertaking such a
transfer in a way that had no bearing on the right of customers to reclaim their monies at any time, including
after transfer. This is fundamental to the confidence that account holders place in UK financial institutions.

25. In discussion with HM Government we have sought to find the means by which banks and building
societies can release from balance sheets genuinely lost accounts and savings for use as proposed, while
ensuring that consumer rights are fully protected and customers seeking to reclaim their monies are not
inconvenienced.

26. Key to establishing that consumer rights are fully protected is the establishment of a statutory
definition that results in monies being transferred only at the point at which the likelihood of reclaim
subsequent to transfer is improbable and capable of reasonable estimation. The experience of the Irish
banking industry, confirmed by reclaim experience in the UK, firmly indicates the appropriateness of a 15
year definition if the intention is to release monies capable of being allocated for expenditure on community
causes net of an identifiable reserve to meet future reclaims.

27. In considering the definition, the banking industry was also conscious of the fact that many
institutions now aim to manage their customers’ accounts on a relationship basis. It must be right that
monies are not be transferred in circumstances where the deposit holding institution has evidence that it has
not lost contact with the customer or where the customer has made it known that they remain aware of the
account monies. At the same time, we see a need to guard against legislation that mandates wholesale IT
system upgrades solely for this purpose.

28. There is also a need to reflect that reclaim experience varies in accordance with the nature of the
account in question. We can see grounds therefore for concluding that for fixed maturity savings accounts
the “lost contact” clock should only start ticking at the end of the fixed maturity period. We also see grounds
for treating accounts operated on a “no mail” basis, often relating to overseas depositors, as falling outside
the definition.

29. We believe that reallocation for use on community causes can have popular appeal if the definition
used is aimed at capturing account monies in circumstances where the financial institution and the customer
are unlikely to remake contact. This appeal falls away however if customers were to perceive that their
monies had been transferred prematurely or in such a way that lead them to believe that their right or
capability to reclaim their money has been put at jeopardy.

30. It needs to be added that international accounting standards followed by all listed companies since
January 2005 introduce much stricter rules for derecognising liabilities from balance sheets as a result of
UK accounting standard, “Reporting the Substance of Transactions” being replaced by IAS 39 “Financial
Instruments: Recognition and Measurement”. Under IAS 39, a financial liability may only be removed from
the balance sheet when the obligation is discharged, cancelled or expires, whereas the UK standard allowed
financial liabilities to be derecognised if they were considered no longer likely to occur. This results in a need
for a statutory discharge if banks are to remove unclaimed account monies from their balance sheet as
proposed. This would in essence be an exception to the stricter approach introduced by IFRS.
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The scope for extension of the scheme, or for another scheme, relating to unclaimed assets held by other financial
institutions, such as insurance companies and National Savings & Investments

31. The banking industry has approached the discussion with HM Government purely from the
perspective of what is needed in order to ensure that an unclaimed assets scheme for bank and building
society accounts can be introduced on a basis compatible with maintaining the customers’ right to their
monies. We believe that questions concerning insurance and national savings are best addressed by others.

32. There are, however, varying factors to take into account when considering the arrangements that may
be put in place for other types of financial product. These include diVerences in the nature of the financial
product in question, the pattern of their holding and the infrastructure that may already be in place for
assisting customers to regain access with lost monies. Financial products are not homogenous and their
diVerences merit specific arrangements being put in place to reflect their varying circumstances.

Any potential estimates of the scale of unclaimed assets, using diVerent criteria to define an unclaimed asset

33. We believe that the need to maintain customer confidence in the security of deposits determines that
any unclaimed asset scheme for bank and building society accounts must be based on a definition that would
ensure that account monies are released from the balance sheet only at the point at which they are likely to
be genuinely lost and not subject to future reclaim.

34. This necessitates a statutory definition for the scheme of no less than 15 years. At this point, it can
be concluded with reasonable certainty that we have passed an 80/20 threshold in terms of the ratio of lost
monies to monies expected to be reclaimed. As you move down the maturity scale, you rapidly reach the
point at which transfers from the balance sheet would be accompanied by a shift in the lost/reclaim ratio
towards 50/50% and beyond. We would not consider the setting of a shorter maturity period to be
compatible with the objective of releasing genuinely lost monies. Nor would it result in an increase in the
monies that could be made available for community causes since the amount that would need to be held in
reserve for future reclaim would correspondingly increase.

35. We can confirm for the Committee that we expect that monies that would be raised in the first year of
an unclaimed asset scheme for bank accounts to amount to several hundred millions of pounds. We estimate
unclaimed account monies at present to be in the region of £250 million–£350 million for banks overall. This
relates to the historical legacy of lost account monies; in subsequent years the annual amount falling
dormant under the definition would reduce to a figure in the tens of million of pounds. This figure has been
based on estimates gathered by the British Bankers’ Association; it is corroborated by cross reference to the
figures released by NS&I for unclaimed monies based on a 15 year definition and the experience of the Irish
scheme. The amount ultimately available for transfer will depend on the outcome of the reunification
exercise.

36. An exercise undertaken with the Charity Commission a few years ago has also provided an insight
into the need for a substantial maturity period if the outcome of the exercise is to identify genuinely lost
monies as opposed to the identification of monies lying dormant on account with the knowledge of the
account holder.

Who should monitor the running of the collection scheme and ensure that financial institutions should identify,
and provide for use, unclaimed assets?

37. We believe that the approach adopted should be self regulatory within a statutory framework and
that the customer interface is best provided by banks and building societies directly and through the industry
central tracing schemes. As a result, regulation in respect of the customer interface would be governed by the
Banking Code, with oversight provided by the Banking Code Standards Board and, in the case of dispute, a
right of redress provided through the Financial Ombudsman Service.

38. This leaves a need for monitoring arrangements in respect of the transfer of account monies, in terms
of the amount of money involved, adjustments in respect of reclaims and the processes followed in the
identification of the monies. We therefore believe that transfers made by banks and building societies should
be subject to third party audit certification.

Whether the collection of unclaimed asset funds should be organisationally separate from its disbursement

39. We can see benefit in separating collection and disbursement in order to ensure that decisions about
the amount to hold against reclaims subsequent to transfer can be made separate to decisions about
disbursement. It is compatible with the financial liability having been released from the banks’ balance sheets
for the reclaim risk management and disbursement both to take place on an arm’s length basis independent
of the banking industry.
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Whether enough is being done to ensure that unclaimed assets will be reunited with their owners, especially after
the assets have begun to be dispersed

40. Substantial eVorts are made by banks to maintain contact with their customers and to renew contact
in instances where that contact has been lost. This includes activity on the part of individual institutions and
the free central tracing schemes established under the aegis of the BBA and BSA six years ago. More can
always be done and it is for this reason that the banking industry plans to undertake a further coordinated
reunification initiative in the run up to the introduction of the unclaimed asset scheme for bank and building
society accounts.

How unclaimed assets that have been dispersed can be reclaimed should their owners be found, and who should
bear the final burden of repaying such monies owed

41. We see merit in utilising the existing reunification channels currently available from within the
industry. We believe this to be far more eVective than setting up new institutional structures to deal with
post-transfer reclaims. Only risk-free monies only should be available for disbursement. In advance of
reaching this stage monies should be pooled in a central reclaim fund. This should maintain a reserve against
which reclaims subsequent to transfer will be met. It is compatible with the monies having been released from
institutions’ balance sheets for financial responsibility for meeting reclaims subsequent to transfer, including
interest, to rest with the central reclaim fund.

February 2007

Memorandum submitted by the Association of British Insurers (ABI)

Overview

1. The Association of British Insurers (ABI) represents the collective interests of the UK’s insurance
industry. The ABI has around 400 companies in membership, providing 94% of domestic insurance services
sold in the UK. ABI member companies account for almost 20% of investments in the London stock market.

2. Although a lot of work has already been done in the banking industry, this is the first time that the
issue of recovering unclaimed assets for public use has been raised in the context of insurance. The insurance
industry will take a pragmatic approach to any proposals, taking into account the interests of its customers.
The industry’s assets are held on behalf of policyholders under the rules and supervision of the Financial
Services Authority (FSA).

3. Insurers are concerned that customers should receive the payments they are due, and have therefore
sought out lost customers with considerable success. Some are unfortunately not found, but nothing should
be done which prevents them being paid if they eventually come to light.

4. The scale of unclaimed assets cannot be quantified until the definition of these assets is clarified. This
is not an easy task in relation to products that are long-term in nature and not subject to the regular activity
normally associated with bank accounts. Experience from other countries suggests that the sums raised are
generally considerably lower than early estimates. There are also a number of important legal and technical
questions that need to be addressed before firmer conclusions can be reached. This paper lists some of them.

Industry Efforts to Contact Policyholders

5. The insurance industry makes extensive eVorts to track down the rightful beneficiaries of unclaimed
policies. Tracing lost customers is an essential element of “Treating Customers Fairly”. When there are clear
dates by which a claim might have been expected (eg for endowments and pensions), insurers work hard to
make contact with policyholders via the last known address. If that fails, and the company knows the
customer’s National Insurance number, the Department for Work and Pension’s forwarding service is used
to try to re-establish contact. Similarly, if a customer’s bank account details are known, insurers will
approach the customer through the bank. If all these approaches fail, companies can place unclaimed
policies on the Unclaimed Assets Register, which the insurance industry was instrumental in establishing.
This allows policyholders and their professional advisers to track down missing policies.

6. The industry has been preparing a new Good Practice guide to help companies improve their handling
of unclaimed policies. A draft will shortly be published for wider consultation.

Ownership of Insurance Industry Funds

7. Life insurance products, because of their broad range and long-term nature, are very diVerent from
banking products. The legal relationship between a life insurance company and its policyholders is also
fundamentally diVerent from that between a bank and its depositors. Premiums paid to a life insurer become
part of the assets of the life insurer. The insurer then invests the money to generate revenues to enable it to
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meet its contractual liabilities under the policies it has written, under the regulation and supervision of the
Financial Services Authority. Reflecting the pooling inherent in insurance, the assets associated with
unclaimed policies are not dormant but support the company’s obligations to policyholders and pensioners.
The directors of a life insurance company cannot legally authorise payments to third parties in respect of
unclaimed policies.

8. The issues arising if a lost policyholder reappears are important. In order to protect the interests of the
majority of policyholders, the liability to pay out if a late claim is made needs to remain with the related
assets. Otherwise, the result will be lower returns for savers and pensioners. Similarly, provision needs to be
made for the legitimate expectations a late-claiming policyholder might have of investment returns, as so
many insurance products are investment vehicles. In addition, there would be important implications for
insurance companies’ regulatory capital requirements if assets and liabilities were separated, which would
need to be fully explored with the Financial Services Authority.

9. An unclaimed policy might be described as a policy under which a person has a current legal or
beneficial claim which cannot be paid because the person cannot be traced, but continues to be a liability
of the insurance company.

With-profits Funds

10. Insurance companies’ with-profits funds present some specific issues. Such funds have inherited estates
(sometimes—inappropriately—called orphan estates), comprised of assets legally and beneficially owned by
the insurance company, not policyholders. The inherited estate, defined as the total value of assets less the
total value of liabilities, provides the fund with working capital and allows investment flexibility.
Occasionally, the long-term fund can be restructured, via a process known as reattribution. This is carefully
regulated, and overseen by the FSA and the courts.

11. The inherited estate of a with-profits fund does not fit the definition of unclaimed policies, and should
not form part of any further discussion of the issues surrounding such policies.

Pension Schemes

12. Another potential source of confusion concerns the ownership of assets within pension schemes. The
insurance industry manages many defined benefit pension schemes. The assets of such schemes belong at all
times to the trustees. Transferring such assets on the grounds that pensions had been unclaimed could
weaken pension funds at a time when many are already under significant pressure.

Mutuality

13. Mutual insurers and friendly societies oVer help and protection to particular groups of people, often
of relatively modest means. It is a fundamental feature of mutual insurance that all assets are used for the
sole benefit of policyholders.

Quantifying Unclaimed Policies

14. The scale of unclaimed policies in the insurance sector is hard to estimate. Overseas schemes to recover
unclaimed assets have often raised only a fraction of the sums initially estimated. The Irish estimate of ƒ60
million proved three times too high. Work is in hand by the ABI to try to provide a better estimate of the
potential scale in the UK. The task is complicated by the fact that fund values vary with investment returns.
Furthermore, many insurance products have no fixed point at which a claim for payment must be made.
Definitions therefore need to be drawn up making clear when a policy is to be deemed unclaimed, taking
account of the circumstances of the life and pensions industry.

The Use of Assets

15. Any scheme to utilise unclaimed assets from any industry needs to be rigorously assessed for
eVectiveness and for value for money. For example, individual sums may be so small that the costs of
transfer may exceed their value. Costs need to be transparent and appropriately attributed. The Treasury
has suggested that funds are needed to develop programmes for young people, for financial education and
to combat financial exclusion. The insurance industry already contributes significantly towards the goal of
long-term improvements in financial capability via a sizeable and growing levy to the FSA. Individual
companies are also voluntarily supporting such work via their Corporate Social Responsibility
programmes. It would seem sensible to apply any further money raised from any part of the financial services
sector in the same way.

February 2007
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Memorandum submitted by the Charity Bank Limited

Summary

1. Charity Bank stands at the crossroads of the unclaimed assets debate as a charity and a bank and as
the first bank member of the Unclaimed Assets Register.

2. While public focus has been on the Clearing banks, we believe an early opportunity should be taken
to extend the scheme to all financial institutions and, ultimately, to governmental and public bodies and
companies. This may require the definition of term to be shortened to, say, 10 years. However, today, 15
years is a pragmatic way forward.

3. Charity Bank believes that the overriding priority is to reunite owners with their assets. We believe that
an independent Register based upon the Unclaimed Assets Register should be established and publicised
widely. There should be a six month enquiry period before funds are available for distribution with funds
held by a BuVer Fund, free once again from all hint of external control.

4. A small panel of Commissioners should determine how the money is distributed. Their decisions need
to be bold and to make the money work as hard as possible for every corner of society (and to resist the siren
calls of envy).

5. We believe that a distinction can be drawn between funds that may need to be repaid but that could
still work for society’s benefit and those that can be given away. The calls of youth (but why not also the
elderly), financial education and the “social investment bank” appear compelling and through these themes
and the developing network of community development finance institutions can reach into almost every
community in the land. In 2006 Charity Bank alone reached three million people via its borrowers.

6. The programme as a whole should be subject to the scrutiny of the people through Parliament.

Background

7. In the April 2004 Budget statement, the Chancellor called on the banks to consider releasing their
unclaimed assets for charitable purposes. The Chancellor described the objective in his statement as being
that “where assets and owners cannot be reunited, it is right that the assets be reinvested in society”.
Charities and voluntary sector organisations provide an eVective route to achieve this. Since that time there
has been growing public, government and media interest in any assets that might be considered to be
dormant, unallocated or unclaimed.

8. Although the United Kingdom is often described as a mature economy with a mature financial market,
it is evident that, beyond the mainstream, lies an emerging market where communities in which cash (grant
or gift) has been the primary source of funding or that have excluded themselves from financial access,
possibly for cultural reasons, or where capital has been drying up, are struggling to move from cash
dependency to a more strategic use of financial tools. Charity Bank was created in response to this perceived
market gap in the availability of finance.

9. Charity Bank is uniquely positioned to comment upon the question of unclaimed assets as it is both an
authorised bank and a registered charity. It is a member of the British Bankers’ Association and the National
Council of Voluntary Organisations. Transparency with both borrowers and investors lies at the heart of
the operation of the Bank. Recognising that unclaimed assets could become an issue for it as well as any
other financial institution, Charity Bank was the first bank to join the Unclaimed Assets Register.

10. Charity Bank has previously made its own representations about the use of unclaimed assets which
address the issue of future claims. This is contained in the proposal section.

11. Definition

While we believe that 15 years may be too long a period for an asset to lie dormant, we recognise that a
shorter period would add considerably to the quantum of assets and could have a short term destabilising
impact upon the financial institutions. We are therefore content to accept the definition on practical and
pragmatic grounds. However, this may need to be reviewed if the scope was widened, as companies can take
such assets back into the company if unclaimed after 12 years, eg demutualisation shares.
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12. Scope

We believe that the scope of assets should be as wide as possible to include all financial institutions and,
ultimately, Government and other bodies that may hold unclaimed assets.

13. Priority

The priority of any programme must be to reunite the asset with its lawful owner or beneficiary if the asset
has been gifted or willed to a third party. We believe that the Unclaimed Assets Register can form the basis
of a national register easily capable of being searched by individuals, companies, probate solicitors, etc. The
Register has been developed within Experian. We believe that it could be made available as a public benefit
service with Experian (or an other) appointed to manage the service. The key feature is that it is independent
and impartial with no other services to promote. All financial institutions would be required as part of their
licence to make their data available to the Register in a common searchable format.

A major public awareness campaign should be run to inform people about the Register and how to search
the databases. Equally importantly, the public need to be informed that an unclaimed asset programme is
not going to arbitrarily sequester a percentage of their bank accounts, as a number of elderly people fear.

The Register should be subject to the scrutiny of Parliament through the Treasury Select Committee or
the Public Accounts Committee. Financial institutions not complying with the Register should be capable
of being fined.

14. The collection of unclaimed asset funds

The collection of funds must be kept distinct from the Register. All assets that meet the definition of
unclaimed should be placed in a BuVer Fund and posted on the Register (in time they should be there
anyway). Assets, as defined, remaining unclaimed after six months will be deemed able to be disbursed.

The BuVer Fund should be independent of both Government and the financial sector. It should be
managed by a Trustee in the public interest. If its independence can be guaranteed, it may be possible to
consider the Big Lottery as manager of the BuVer Fund, or an independent trust such as Charities Aid
Foundation (CAF).

15. Distribution

Adjacent to, but independent from the BuVer Fund would be a small board of Commissioners who would
consider actuarial evidence from other countries and determine how much of the BuVer should be retained,
if any, to meet future claims and how much could be distributed. We believe it is possible to insure against
the risk of valid claims, thereby allowing a greater percentage to be distributed absolutely. Again, the
Commissioners should be independent. The development of Charity Bank in the last five years with a board
drawn from, but free of interference from business, charity, academia, and civil service has shown that an
independent organisation can draw support from all sectors. CAF has experience of providing such a panel.
In either case there would be no need to create additional bureaucracy.

Unclaimed assets arise throughout the UK. It may be appropriate to assume that those in the possession
of a regionally based building society originated within that community and that those held by Scottish,
Welsh and Northern Irish banks have their roots in those countries. Scotland possibly less so, given the
emigrant nature of the Scottish banks. It will be for the politicians to decide whether the assets are treated
homogeneously or are capable of being distributed to causes local to the source of the funds. However,
despite the lobbying being undertaken there is no way of knowing that, say, an owner of an unclaimed asset
in Northern Ireland would not have opted, given the chance, to support a cause in Africa or even England.
Indeed, where people can make the choice today by depositing with Charity Bank they know that the money
will be used throughout the UK.

16. Uses

Good causes often do not merit that name when new sources of finance appear. In reality, unless the scope
of the definition is widened, there will not be unlimited amounts to share amongst many competing interests.
We believe that some diYcult and, perhaps autocratic decisions have to be made by the Commissioners to
make the money go as far as possible.

We propose four uses.

A. Funds held back to meet claims, and not needed to generate operating income, to be placed on
deposit with community development finance intermediaries such as Charity Bank et al to support
both the strengthening of those community “banks” and on lending to good causes. This sweats
the money, making it work several times over in support of working capital needs of charities and
community groups. Risk must be limited as the funds are callable at notice by the Commissioners.
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B. Part of the sum available for permanent distribution to be provided to the Big Lottery for a Youth
themed programme (but why not also include the elderly as this where many unclaimed assets will
have originated) but where the funds are provided as last in money to leverage in other funding
and so extend the reach of the money. It could also be used to fund research into youth issues.

C. Part to be used through existing money advice agencies to deliver inclusive financial education.

D. The balance of the first round and primary call on future rounds to capitalise a UK version of the
Local Initiatives Support Corporation. Charity Bank and others have been working to develop a
capital market to finance common good activity. We are proving that demand is now growing
(Charity Bank alone had over £100 million of loan enquiries in 2006) but supply of capital is
insuYcient to capitalise these initiatives eYciently. There is a developing need for a wholesaler,
providing underwriting to the community finance sector. However, there is no need for the
wholesaler to be an authorised bank provided that it is capitalised adequately to be able to fulfil
its mission and to support the needs of both very small institutions and much larger social banks.
This requires an allocation of upwards of £250 million with further calls on future unclaimed
assets.

17. Monitoring and scrutiny

The money is not the banks, not is it Government’s. It is the peoples. Parliament should therefore be the
ultimate scrutineer of the programme. We believe that the Public Accounts Committee is the appropriate
place.

Charity Bank Illustrative Proposal

A financial institution could agree with Charity Bank a package of deposits and share capital investment
drawn from all or a proportion of the unclaimed (demutualisation share) assets. A mix of deposits and share
capital would be preferred to allow Charity Bank to meet the capital adequacy requirements of supporting
an increased deposit base.

The deposits would be repayable at notice or at final maturity in approximately (ten) years, if no claim
had been made or beneficial owner identified. In the unlikely event that any claims had redeemed all the
deposits and extended into the share capital share investment, this would be redeemed from a Lloyds type
“bond” to avoid destabilising Charity Bank’s capital base.

The significance of a capital investment is that not only does it allow Charity Bank to raise more deposits
but it can be leveraged directly up to six times by Charity Bank’s deposit gathering capabilities. This enables
“dormant money” to go even further for the benefit of society. The indirect leverage is substantially greater
again, making the assets really sweat for the common good.

The key benefits are as follows:

— Deposits can be made in the name of the depositing institution or appropriate entity and therefore
remain a balance sheet asset.

— Interest can be earned on deposits to augment the sum available for the common good. Although
the interest is modest at just 2% per annum gross, it nevertheless unlocks broader returns in terms
of corporate responsibility, stakeholder goodwill, and the social returns from the money invested
in communities.

— All of the money invested works for charitable benefit not just the marginal interest.

— Claimed assets can be returned immediately.

— By working through an intermediary lending in every part of the UK, the financial institution can
demonstrate that it is not favouring one community or charitable activity over another, yet is
contributing to a more sustainable, financially stronger voluntary sector. This meets the desire of
the Chancellor that benefits will be spread across the charitable and voluntary sectors.

— The partnership demonstrates corporate leadership through an intelligent and responsible way to
invest in communities.

— The assets can help Charity Bank achieve a step change in its operations, contributing to the
development of social finance in many more communities.

The investing institution can take comfort from the fact that Charity Bank is regulated by both the FSA
and the Charity Commission. Nevertheless, there is a theoretical risk that if a significant proportion of
unclaimed assets deposited with Charity Bank were claimed at the same time, this has the potential to
destabilise the organisation. Charity Bank would seek to manage this unlikely situation.

February 2007
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Memorandum submitted by the Association of British Credit Unions Limited (ABCUL)

Executive Summary

1.1 As the principal trade association for credit unions in England, Scotland and Wales, ABCUL’s
submission to the inquiry concentrates on how the use of unclaimed assets might promote financial inclusion
through increasing the capacity and capability of credit unions.

1.2 We believe that the Commission on Unclaimed Assets proposal for a Social Investment Bank or a
similar organisation would promote financial inclusion by:

— Providing opportunities for start up funding for credit unions in areas of high financial exclusion.

— Providing opportunities for existing quality credit unions to expand into areas of high financial
exclusion.

— Providing a source of subordinated capital for existing credit unions, enabling them to:

— Increase the availability of aVordable loans; and

— Increase their capital adequacy to the level (8%) at which they can become Version 2 credit
unions.

— Provide funding for credit unions to oVer the Credit Union Current Account to its members.

— Providing a source of funds for training and capacity building for credit unions, including raising
standards of governance.

— Provide a source of funding for a back oYce facility for credit unions.

— Providing funding for a default credit union for people unable to access a local credit union. This
would work in partnership with a range of organisations to provide face to face service.

1.3 We believe that the Social Investment Bank model proposed for the Commission on Unclaimed Assets
has great potential, but we would also welcome alternative models which may have the same potential to
impact upon financial exclusion.

Introduction

2.1 The Association of British Credit Unions Limited (ABCUL) welcomes the opportunity to make a
submission to the Treasury Select Committee inquiry unclaimed assets with in the financial system. ABCUL
is the principal national trade association for British credit unions and represents 70% of the 534 credit
unions throughout England, Scotland and Wales.17 ABCUL member credit unions have 85% of the £420
million ! share capital and £350 million ! loan portfolio of the half a million adults who uses credit unions
each week. Credit union lending makes up over 99% of loans to individuals from third sector lenders.

2.2 ABCUL, like its member credit unions, is an Industrial and Provident Society. It is a co-operative
owned and controlled by its members. ABCUL belongs to the World Council of Credit Unions the world
wide apex body whose members represent 43,147 credit unions in 91 countries serving 136 million people.

2.3 Over the last eight years the Association has played a leading role in reforming and modernising the
credit union movement in Britain. As a result the credit union movement is now adopting models of
development and oVering a range of products which has dramatically improved the scale of many credit
unions. Credit union membership has almost doubled since 2002 and British credit unions now serve over
540,000 adult members and 80,000 junior members.

2.4 Credit unions have four statutory objectives:18

(a) the promotion of thrift among the members of the society by the accumulation of their savings;

(b) the creation of sources of credit for the benefit of the members of the society at a fair and reasonable
rate of interest;

(c) the use and control of the members’ savings for their mutual benefit; and

(d) the training and education of the members in the wise use of money and in the management of their
financial aVairs.

2.5 The current review of legislation aVecting credit unions and other co-operatives has the potential to
greatly improve the capacity and coverage of capacity of British credit unions. The ability to oVer
organisational membership and for credit unions to define their own common bonds has the potential to
transform the credit union movement in the next few years.

17 FSA figures from unaudited quarterly returns November 2006.
18 Credit Union Act, 1979.
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Start-up Funding for Credit Unions

3.1 There are currently 534 credit unions in England, Scotland and Wales, a figure which through mergers
and a small amount of closures has reduced from a peak of almost 700 in 2001. Despite this large number,
there are still many people who do not have access to quality credit union services. Investment in credit union
development agencies rather than in the credit unions themselves in the 1980s and 90s made sure that credit
unions remained small and were unable to grow to a sustainable size.

3.2 At the end of September 2006, 185 out of 377 ABCUL member credit unions had less than 500
members and 265 had less than 1000 members. Most of these credit unions lack the staV and premises to
sustainably provide a full range of services to members; they often serve small areas and have a limited
impact on financial inclusion in the areas they serve. Many people are currently excluded from using credit
union services because they do not live or work within an existing credit union’s common bond.

3.3 Examples from around the country show that where suYcient start up funding is available to enable
a credit union to start trading from attractive shop front premises with professional staV and a range of
appropriate services, the credit union can reach sustainability within a few years. For example, Tower
Hamlets Community Credit Union and Portsmouth Savers Credit Union were both registered at the end of
2000. By September 2006 they were both providing a range of services to over 3,300 people.

3.4 In local authority areas where small numbers of people qualify for credit union membership, there is
often a great deal of support for establishing a professionally run credit union. Lack of funding is a major
problem however in many areas and a social investment bank or a similar model could provide grants and/
or loans to facilitate the development of a credit union and provide capital and revenue funding for the first
few years of its existence. A credit union with credibility provided by premises, staV and appropriate
products will reach sustainability in a few years and have a major impact upon financial inclusion in the area
it serves.

Funding for Expansion for Existing Credit Unions

4.1 Where strong, sustainable credit unions exist in close proximity to areas without quality credit union
coverage, the obvious solution is for the existing credit union to expand its area of operation to allow more
people to benefit from its services.

4.2 Also, credit unions serving large areas which have reached sustainability often wish to open up new
premises which would enable them to reach more people. New premises may take 2-3 years to reach
sustainability and the credit union will often lack the resources to fund this itself.

4.3 A loan fund to enable successful credit unions to have a presence in new areas within their existing
common bond or expand their common bonds to enable new populations to benefit from their services
would be an excellent way of expanding financial inclusion. A social investment bank or similar model may
provide these opportunities and enable many more people to benefit from quality credit union services.

Subordinated Capital for Credit Unions

5.1 Credit unions have the ability to accept subordinated loans. A subordinated loan is one which is
subordinated to the interests of the members ie, in the event of liquidation, repayment of the debt would be
made only after the members” shares are repaid.

5.2 Subordinated loans can be a very useful and prudent way of boosting capital, particularly in a credit
union which is in a developmental stage. It can strengthen the new credit union while it grows or can provide
the necessary capital to progress to version 2 for more established credit unions.

5.3 There are only 12 credit unions which have Version 2 status with the FSA, and only one credit union
has converted from Version 1 since FSA regulation began. Version 2 credit unions can make larger loans
and have the ability to attract savings for on-lending with variable dividend rates and the payment of
dividends more than once a year. There are a large number of credit unions which would like to move to
Version 2 status, but to do this they must maintain a capital ıassets ratio of at least 8%. For a fast growing
credit union this is a diYcult task; as assets increase so must the amount of capital which the credit union
must maintain. A subordinated loan can provide the necessary boost to capital and enable the credit union
to boost its growth with the more attractive savings and loans products it can oVer as a Version 2 credit
union.

5.4 Despite the very welcome £36 million growth fund to increase the availability of aVordable credit,
successful credit unions often struggle to meet the demand for aVordable credit from members. A
subordinated loan is one way that credit unions can meet this demand. For a new credit union this can assist
the credit union to reach sustainability for quickly.

5.5 To date, there have been very few examples of credit unions receiving subordinated loans. A social
investment bank or similar model could provide subordinated loans to credit unions.
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Credit Union Current Account

6.1 ABCUL and a number of its member credit unions have funded the development of a transaction
banking product which has recently been introduced into nine credit unions. The product has been designed
to overcome many of the disadvantages of basic bank accounts and is a major step forward for the credit
union movement in Britain, both as a tool for increasing financial inclusion and for ensuring the expansion
of the credit union movement and its future sustainability. In countries around the world, the introduction
of a transaction account has been instrumental in major expansions of credit union movements.

6.2 Many credit unions have the desire to oVer the Credit Union Current Account to their members but
lack the funds for the start up costs. Grant funding to help credit unions with these costs would represent
a major step forward for financial inclusion.

Training, Capacity Building and Governance

7.1 The recent announcement of funding from the Financial Inclusion Fund to assist credit unions in
receipt of Department of Work and Pensions Growth fund money with capacity building was very welcome.
This is the first national investment from the UK Government ever.

7.2 A recent Financial Services Authority report on corporate governance stated that many of the
problems credit unions face are caused by poor governance. Raising standards in credit unions is key to
improving the performance and therefore growth and sustainability of many smaller credit unions.

7.3 A social investment bank or similar model of funder could provide funding to, for example, develop
a governance toolkit for credit unions, incorporating key performance indicators and benchmarking tools.

7.4 The PEARLS financial monitoring system, introduced to a number of ABCUL credit unions through
funding from Barclays, has been instrumental in driving change within the credit union movement. As well
as improving performance and financial strength, credit unions using the system have been encouraged to
break the link between savings and credit, thereby making aVordable credit more accessible to lower income
members. This is another possible area that a new source of funding to tackle financial exclusion could be
put to excellent use.

Back-office Facility for Credit Unions

8.1 A back oYce facility for credit unions will enable even smaller credit unions to oVer a wider range of
services to members. If legislation were to allow credit unions to oVer membership to organisations, a credit
union for credit unions could be created which would be the obvious model for such a service. This back
oYce facility would enable smaller credit unions to oVer services such as the Credit Union Current Account
to their members. The economies of scale such a facility would bring would mean better value services to
members and a more sustainable future for the credit union movement.

8.2 Pooling liquidity in such a facility would enable credit unions with a high demand for loans to meet
their members’ needs by using the excess liquidity of cash rich credit unions.

8.3 A social investment bank or similar use of unclaimed assets could provide funding for the set up costs
of a back-oYce facility. We believe that this would only need short term funding and could reach
sustainability in a short period of time.

8.4 It is perhaps important to say that we don’t see the Social Investment Bank in itself as this back oYce.
A credit union owned back oYce, a credit union composed of credit unions, would provide a regulated
deposit taker as the back oYce and would be our preferred option.

A Default Credit Union

9.1 Anticipated changes in legislation will expand the coverage and capacity of credit unions and mean
that many more people can benefit from credit union services. However, it is inevitable that even after these
changes have taken place, there will be gaps in coverage. A default credit union which can provide services
to people wishing to, for example, use a Credit Union Current Account to receive their benefits, or who wish
to save safely or borrow aVordably would provide a solution to these gaps in provision.

9.2 A credit union which could take in members who are unable to join a local organisation would ensure
that no-one in Britain would have to face the prospect of remaining in financial exclusion. By using the back-
oYce facility described above, this credit union could oVer the Credit Union Current Account to anyone
who wished to use it.

9.3 This “default” credit union would work in partnership with local outlets including perhaps post
oYces, housing associations, local authorities etc to provide a face to face presence. Providing universal
coverage across Britain would transform the credit union sector’s ability to deliver on a number of important
social policy goals. Credit unions participation in the government reform of the Social Fund, the future
successor to the Post OYce Card Account and indeed the potential Savings Gateway would all be enhanced
by the ability to provide universal coverage. It is anticipated that the combination of the “default” credit
union and the supply of existing quality credit unions would oVer complementary provision.
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9.4 A social investment bank or similar vehicle could provide the short term funding needed to make
national credit union coverage a reality in this way. As a result this would pave the way for a significant
“scaling up” of the credit union sector and its ability to impact upon financial exclusion.

Conclusion

10.1 Anticipated changes in legislation will allow credit unions to reach out to far more people and build
a sustainable and eVective ethical financial services movement which will have an even greater eVect on
financial exclusion. To achieve this growth, initial investment will be necessary.

10.2 A social investment bank or similar organisation would have the potential to provide a much needed
source of grant and loan finance for the credit union movement. Used in the right way, this money could
have a major impact upon financial exclusion, increasing the availability of aVordable credit and providing
safe savings opportunities for lower income consumers. Enabling more credit unions to oVer the Credit
Union Current Account will bring many more people into the transaction banking system, increase
convenience and enable people to save money by paying bills by direct debit.

10.3 The investment placed in the movement through the financial inclusion fund is already allowing
credit unions to meet more of the demand for aVordable credit in their communities. With increased
availability of short term grant funding and loans to credit unions, there is much more that the movement
can sustainably achieve. Improving financial inclusion is a fitting use for unclaimed assets and credit unions
have the ability to achieve much more in this arena.

February 2007

Supplementary memorandum submitted by the Association of British Credit Unions (ABCUL)

Executive Summary

1.1 Following the publication of the HM Treasury Consultation Paper A UK Unclaimed Asset Scheme:
a consultation, the Association of British Credit Unions Ltd would like to add a small piece of
supplementary written evidence to our previous submission to the Treasury Committee’s enquiry. This
shows our support for the exemption of credit unions from the definition of organisations participating in
the scheme.

Definition of Banks and Building Societies Participating in the Scheme

2.1 As the principal trade association for credit unions in England, Scotland and Wales, representing
around 70% of credit unions and representing 85% of the share capital in the movement, ABCUL welcomes
the proposal, contained in paragraph 4.9 of the consultation document, for a specific exemption for credit
unions from participation in the scheme , which means that money held in dormant credit union accounts
will not be included in any future scheme to ensure such funds are reinvested in society.

2.2 Credit unions have clear procedures for dealing with inactive accounts; members are contacted at an
early stage of inactivity in their accounts (after 12 months) which means that it is more likely that members
will be reunited with their money and/or encouraged to continue using the accounts.

2.3 If an account is declared dormant, the credit union writes to member at his/her last known address
containing information on reactivating or closing the account. If six weeks elapses without the member
making contact with the credit union, the credit union has the discretion to transfer the money in the
dormant account to a suspense account. The money remains in the suspense account indefinitely and can
be reclaimed by the member at any time.

2.4 In the meantime, money in the suspense account can be used to boost the funds of the credit union;
any money retained in credit unions’ suspense accounts can be on-lent to other credit union members,
thereby providing a valuable source of aVordable credit for other members of the community. In this way,
credit union funds are already put to good use so it is not necessary for money from their dormant accounts
to be included in a UK Unclaimed Asset Scheme.

2.5 We believe that credit unions’ ability to access funds including loans from a social investment bank
funded from unclaimed assets from banks and building societies will contribute eVectively to the growth and
sustainability of credit unions and their ability to impact upon financial exclusion. We consider that taking
unclaimed assets from credit unions for a social investment bank which they may benefit from would be
inappropriate and may result in a situation where money is being given with one hand and taken away
with another.
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Conclusion

ABCUL agrees with the proposal in the A UK Unclaimed Asset Scheme: a consultation to exempt credit
unions from the scheme. We would like this to be included as supplementary evidence along with our main
submission sent on 21/02/07.

April 2007

Memorandum submitted by Frank Field MP and Derek Wyatt MP

Summary and Background

We believe that the first claim on the unclaimed assets of banks and building societies should be given to
the victims of the wind up of occupational pension schemes.

Frank Field originally introduced a Pensions (Winding-Up) Bill in 2002, calling for an insurance fund for
those in existing occupational schemes and a levy on the unclaimed assets of banks and building societies
to finance compensation for pensions victims. The Government blocked this Bill and then introduced its
own, setting up the Financial Assistance Scheme, which has proved totally ineVective. On 7 March 2007
Frank Field and Derek Wyatt presented the Pensions (Unclaimed Assets) Bill, calling for a similar levy on
unclaimed assets and again providing for the first claim to be given to pension victims.

1. The problem. There are approximately 125,000 people who have lost all or some of their occupational
pensions because their schemes wound up, under-funded, between 1997 and 2005.

2. The response. The Government established the Financial Assistance Scheme in 2005 to oVer partial
compensation. It has estimated that around 40,000 people will qualify for the FAS (being within 15 years
of the schemes normal retirement age) and it has committed £2.3 billion over the next twenty years to fund
the scheme. This money has not been paid into a separate scheme.

3. FAS performance. So far, the performance of the FAS has been woefully inadequate. While it has
racked up admin costs of £8.8 million, it has only paid out £3.2 million in compensation—to less than a
1,000 people.

4. Court ruling. The Parliamentary Ombudsman and the High Court have both found the Government
culpable for maladministration in relation to occupational schemes, on the grounds that the oYcial
information issued was “sometimes inaccurate, often incomplete, largely inconsistent and therefore
potentially misleading”. The Court has directed the Government to reconsider its position with regard to
full restoration of lost pensions.

5. Duty. Although we do not believe that taxpayers should be asked to meet demands for compensation,
we do think that given the court’s judgement the Government has a duty to ensure proper and full
compensation for pension victims. The unclaimed assets of banks and building societies provide an ideal
source for such compensation.

6. Value. There are estimated to be approximately £4 billion in UK unclaimed assets according to Grant
Thornton, the company responsible for monitoring compliance with the 2001 Dormant Accounts Act in the
Republic of Ireland.

7. Priority. While we agree with the idea of Sir Ronald Cohen, Chairman of the Commission on
Unclaimed Assets, of establishing a Social Investment Bank, we do not believe this use of unclaimed assets
should be given first priority. We estimate that an extra £1.7 billion is needed properly to compensate
pension victims. This would leave considerable sums for this type of charitable purpose.

March 2007

Memorandum submitted by the Commission on Unclaimed Assets

The primary focus of the Commission’s work from October 2005 until April of this year has been to
establish the most eVective distribution and use of unclaimed assets. After widespread consultation with the
third sector, social investment and financial experts and Government, we produced our report “The Social
Investment Bank: Its organisation and role in driving the development of the third sector” that received
broad support on its publication. We do not have anything to add to the report and it provides our complete
input on distribution.

In early April we published “Unclaimed Assets: Consumer protection and regulation of dormant
accounts” in conjunction with the National Consumer Council. This concentrated on ensuring that the
proposed legislation benefited consumers, firstly, by reuniting them with their assets and, secondly, by
ensuring eVective regulation to identify remaining dormant assets that can be made available for the public
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good. To aid the committee we have extracted elements from this report to answer the questions on
definition, identification and collection of unclaimed assets below, and added new material in sections 2 and
4.6. Where appropriate, we have drawn upon international examples.

1. The proposed definition of an unclaimed asset within the United Kingdom banking sector, and
whether the scope of assets identified for inclusion within the scheme is appropriate:

1.1 We agree with the definition of dormancy as 15 years since last customer initiated activity. In 4.7
of the Treasury consultation we are concerned at the discretion aVorded to financial institutions
in choosing what customer initiated activity forms the basis of the definition of dormancy in that
institution. This runs the risk of dormancy becoming too narrowly defined and missing genuinely
dormant funds. There is also a danger that the framework would no longer be perceived as fair
between financial institutions.

1.2 An opinion poll that we ran through Experian for the CPR report suggested that members of the
public wanted an account to be considered dormant after around 10 years, but with significant
numbers also opting for five years, 15 years and more than 15 years.

1.3 We agree with 3.25 of the Treasury consultation “all customers have the right to repayment of
money so transfer to the scheme should make little practical diVerence to individuals.” We see no
reason why any particular accounts should be excluded from the framework to put dormant
accounts to the public good. This would include corporate, personal, or charitable accounts, and
accounts of residents or non-residents. We are concerned at the exclusion of “no mail” accounts
in 4.5 of the Treasury consultation. A “no mail” customer would have to go through a process of
identification after such a lengthy period of time with no contact, regardless of whether the money
has been transferred to a dormant account fund. We see no customer benefit to such accounts
being excluded.

2. The scope for extension of the scheme, or for another scheme, relating to unclaimed assets held by
other financial institutions, such as insurance companies and National Savings & Investments:

2.1 The Commission does see value in extending the scheme or developing additional schemes for
unclaimed or orphan assets in other financial institutions.

2.2 In addition to the benefits of reuniting more customers with their lost assets and the remaining
assets being put to the public good, it would also remove any perceived conflict of interest for
financial institutions.

2.3 There is significant international precedent for extending legislation to other asset types, leading
to consistency across all financial sectors.

3. Any potential estimates of the scale of unclaimed assets, using diVerent criteria to define an
unclaimed asset:

3.1 We have not entered the discussion on the amount of funds available given that we have no new
data to add.

4. Who should monitor the running of the collection scheme, and ensure that financial institutions
identify, and provide for use, unclaimed assets:

Requirements of Regulation

4.1 There is no international precedent for a dormant accounts framework that has been run on a
voluntary or self-regulated basis. In assessing a self-regulated model as opposed to a compulsory
model, we took into consideration the work that was required in other countries for account
providers to be compliant with the legislation, and the level of funds that were released.

4.2 The most recent comparison is with the legislation passed in Ireland. At the Commission’s hearing,
Grant Thornton, who had acted as the external assessor of compliance for a number of financial
institutions under the act, explained some of the technical diYculties in identifying accounts, they
included:

4.2.1 Apparent transactions caused by changing or merging IT systems appeared as customer
transactions;

4.2.2 Petty balance accounts or “omnibus” accounts made up of large numbers of smaller
dormant accounts did not appear on the systems as dormant as transactions putting
individual accounts into or taking them out of the omnibus account showed as customer
initiated transactions; and

4.2.3 Archived data or accounts that do not appear on current systems were not always included
amongst the dormant accounts.
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4.3 Grant Thornton also made clear that estimates for total dormant funds in Ireland increased
substantially as more detailed work identified more accounts.

“In Ireland in 1997 at the request of the department of finance it was estimated by the industry
that there were approximately ƒ3 million of dormant or abandoned deposits. . . It was estimated
by the minister of finance following that that there was between ƒ30 and 60 million worth of
dormant accounts in 1999. And then by 30 April 2003, after the first year of reawakening the first
run of this legislation, ƒ196 million was remitted into the Dormant Accounts Fund.”

4.4 We believe that eVective regulation of dormant accounts is essential, to take into account the
potential systems diYculties and changes that may be needed, to ensure public confidence and so
that complying financial institutions can be confident that there is a level playing field. Any
regulation should be proportionate and require as low an administrative burden as compliance
would allow. We recommend:

4.4.1 Independent regulation for dormant accounts is located within an existing body, such as the
Banking Code Standards Board.

4.4.2 A risk-based approach should be used to evaluate financial institution compliance.

4.4.3 The regulator should have the power to require an external audit of compliance, to assess
identification processes and systems, as well as auditing the dormant accounts figure itself.

4.4.4 There should be a senior individual within a financial institution who takes responsibility
for the dormant account filing and transfer. This individual should be a Financial Services
Authority (FSA) authorised person.

4.4.5 The regulator should publish annually a report on the levels of compliance across the
industry, broken down by provider.

4.4.6 Amounts reunited with consumers and amounts transferred to the receiving entity should
be provided annually by each financial institution, and should be made publicly available.

4.4.7 Regulators powers should include the ability to fine non-compliant institutions, make public
statements regarding such non-compliance, and inform the FSA of any failures by
responsible individuals.

4.4.8 The Banking Code should be updated to make it clear for customers what their rights are
in relation to dormant accounts and the steps that financial institutions will take in relation
to these.

4.5 Our agreement with a voluntary or self-regulated scheme, as set out in the Treasury consultation,
is dependent on these standards of regulation being met.

Who Should Regulate

4.6 The regulation could be split as between identifying unclaimed assets and providing them for use:

4.6.1 Identification: Ensure that dormant accounts are eVectively identified, including an accurate
date of the last customer activity, and that suYcient information is retained to aid in their
being reunited with their owner. This should be for all accounts that are dormant not just
those that are over 15 years old. It would enable easier automation of searches for lost assets,
and make it easier for institutions to know their customers and treat them fairly, and to avoid
money laundering and fraud. This would fit within the present ambit of the FSA.

4.6.2 Collection: Ensure that the correct funds are transferred to an external receiving body. This
would not fit within the ambit of the FSA and could be placed within a self-regulated entity
such as the Banking Code Standards Board. If other financial products were also to be
regulated in this way, the regulatory power could transfer to a single separate entity.

5. Whether the collection of unclaimed asset funds should be organisationally separate from its
disbursement:

5.1 We agree with the Treasury consultation that the receiving body should be separately governed
from any dispersal body—such as the Social Investment Bank.

6. Whether enough is being done to ensure that unclaimed assets will be reunited with their owners,
especially after the assets have begun to be disbursed:

6.1 In Ireland one of the main benefits of the dormant account legislation is the significant number of
consumers reunited with their money. In the opinion poll conducted with Experian, approximately
one in three people polled said that they had a dormant account. This suggests that there are
significant barriers in the UK to consumers accessing their assets. These barriers potentially
include a lack of consumer awareness about how to reclaim funds, a lack of confidence in or fear
of the system, or that the system itself is overly complex or disparate.

6.2 Consumer confidence: The unambiguous message that consumers retain the right to their money
and any interest due in perpetuity should be provided consistently in all literature and public
information on dormant accounts to ensure consumer confidence is maintained.
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6.3 Public information campaign: The BBA, BSA and Unclaimed Assets Register all report significant
rises in inquiries following media publicity around dormant accounts. There has been no market
research conducted by the BBA or BSA on consumer awareness of their reclaim services, nor has
there been significant advertising of them. It seems unlikely that consumer awareness of the service
is high or that consumers are knowledgeable on how to reclaim money that they have lost. We
welcome plans for a national media publicity campaign around dormant account assets to reunite
as many consumers with their money as possible. However, the proposal of quarterly press releases
by the BBA and BSA as suggested in 2.11 of the Treasury consultation is inadequate. Some press
or radio advertising would appear essential to ensure a clear and consistent message and posters
in branches would also be a cost eVective way to get the message across to consumers.

6.4 Targeting specific customer groups, such as those approaching retirement, with information about
the reclaim process, should also be considered. The National Strategy for Financial Capability,
a national generic financial advice network, and Government communications with consumers,
including pension forecasts, present clear opportunities for doing so. This would ensure ongoing
public awareness and increased consumers’ skills and understanding around keeping in touch with
their assets. It is also important to target those winding up deceased estates (executors and probate
solicitors) where, as a result of lost documentation, dormant accounts may be missed in
determining value.

6.5 Writing to customers of dormant funds: In Ireland, one of the benefits of writing to customers
whose accounts have been dormant for 15 years or more was allowing families of account holders
who are deceased, to become reunited with the funds. They would not otherwise have come
forward as they had no previous knowledge of the account. However, in 3.24 of the Treasury
consultation it is stated that financial institutions will not be required to write to the last known
address of customers whose accounts have been dormant for 15 years or more. This does not
encourage reawakening of older accounts by account providers, and gives little impetus for a new
and eVective reunification campaign which could benefit consumers. Therefore, as a minimum,
account providers should be required to write to holders of accounts that have been dormant for
15 or more years, where mail has not been returned, and where the account balance is above £49.

6.6 Proactive communication: We recognise that account holders have a responsibility to keep in
touch with their account provider. However, given that account providers have changed names,
moved or closed branches, there is also a degree of obligation on the account provider, as a
custodian of their customers’ assets, to keep in touch with them.

6.7 One of the most common times for people to become disconnected from their money is when they
move house. Keith Hollender, Managing Director of Experian’s Unclaimed Assets Register, told
us that drawing on data from the vast resource of active records managed, Experian can find
someone’s new address from a previous address with a 60–70% success rate. This method has been
used by many life assurance companies and others in the financial services arena to find the owners
of unclaimed assets. It is fast and scalable, with the possibility of entering thousands or even
millions of addresses, and relatively cheap.

6.8 We encourage the industry to take a more proactive approach, early in an account’s dormancy,
to ensure that fewer customers become lost. Therefore, we recommend that providers’ extend their
commitment to write to account holders before their account is labelled dormant, and undertake
an address search for account holders who cannot be contacted at their last known address.

7. How unclaimed assets that have been disbursed can be reclaimed should their owner be found, and
who should bear the final burden of repaying such monies owed.

7.1 Disbursal of funds should not impact on the consumer. We agree with the framework laid out by
the Treasury that customers should receive funds direct from the account provider, who also does
the final check on account holder identification and who is reimbursed by the receiving body. We
are concerned that the time taken for the process, of up to three months, seems surprisingly long.
The time allowance in Ireland was 57 days, and that was more than four years ago when systems
would be expected to be slower. We therefore recommend that a maximum of eight weeks is
considered in the UK.

7.2 Methods of reclaim for dormant accounts, or indeed any financial asset, should be well advertised
and made as simple as possible. The complexities and diYculties of present systems are set out in
our CPR report. Taking a more consumer-focused approach would lead to significant
improvement, without compromising security. The potential improvements and a model for a
solution are provided below.

7.3 Single interface: There should be an overarching facility that allows consumers to search all
possible dormant accounts from a single place.

7.4 Simplified initial search: It should allow consumers to make a simple initial search to check
whether it is worth them continuing to fill in more complete data which they may have to spend
time researching. There is precedent for this in the UK as well as in other countries. For example,
the BBA set up Restore UK, which uses a preliminary name-only search to contact rightful owners
of some accounts frozen under World War II legislation.
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7.5 More inclusive: Digital exclusion, diYculty with filling out forms and reluctance to walk into a
bank remain realities for many consumers. This may be particularly the case for elderly people who
should be a significant target audience for all unclaimed assets as retirement is a key trigger for
assessing personal finances. Any system designed to reunite customers with their money should
oVer a variety of access channels, including telephone, internet and paper-based forms.

7.6 Identification and verification: Consumers can lack standard identification, such as a passport or
a driving licence to prove who they are and where they live. Elderly and other disadvantaged and
vulnerable groups are particularly aVected by this as they may have bank accounts that pre-date
more stringent identification and verification requirements, and may not have needed a passport
to open the account. Identification and verification requirements around basic bank accounts
demonstrate industry’s acceptance of such challenges. Industry and Government should work
together to develop and implement flexible identification and verification requirements, learning
from existing systems and the rules around basic bank accounts, to help consumers reclaim
their assets.

7.7 Appropriate for other assets: When designing a single interface to make reclaiming assets easier
for consumers it is logical to consider a system that can be expanded to incorporate assets beyond
dormant accounts.

7.8 Without cost to the end user: Any new service to support consumers in becoming reunited with
their assets should be free to that user, with the costs born by the industry.

UK Lost and Found

7.9 We have been doing some research in this area with a view to making it as easy as possible for
consumers to be reunited with their money. The simplest to use international precedents such as
those in the United States, Australia and Canada tended to involve significant transfer of account
information from the account provider to another organisation. This is not desirable and so we
researched whether it is possible to design a system with a single uniform interface that requires
quite simple information on an initial query and that also protects consumers’ right to privacy and
protects their data.

7.10 In our CPR report we proposed the UK Lost and Found (UKLF), a single, simple interface for
people looking for financial assets that they have become disconnected from. It could be searched
via the internet, by telephone or in writing. The objective would be to make it easier for consumers
to be reunited with their lost financial assets and reduce overall administration without
compromising data security. There are two possible models for this, provided in more detail in our
consumer protection and regulation report. One would retain some basic information such as
name, date of birth and last known address centrally. The other would not, securely interrogating
databases of dormant assets within each financial institution. Both were considered acceptable by
the Information Commissioners OYce.

7.11 We have considered other issues such as complaint handling and representation in our CPR report.

April 2007

Memorandum submitted by PRIME (the Prince’s Initiative for Mature Enterprise)

What is PRIME?

PRIME is the only national organisation in the UK dedicated to helping people aged over 50 to set up in
business. PRIME is a registered charity linked to Age Concern England whose aim is to release the untapped
potential of 50! enterprise. PRIME was founded with the active support of HRH The Prince of Wales and
is one of the 17 charities of which he is President and which comprise the Prince’s Charities Group.

PRIME undertakes campaigning to make those over 50 aware of the opportunities for self-employment
and enterprise, and to improve the help and support available to enable them to create sustainable
businesses. PRIME also works with over 100 partner organisations to provide practical help and support.
Finally PRIME undertakes research into the neglected area of 50! research and enterprise.

Between 2001 and 2005 PRIME operated a micro-finance loan fund for those aged over 50 wishing to
start a business but without the finance. PRIME only loaned to those who were unable to borrow money
from the bank because they did not meet the credit checks of the bank or because they had little or no
supporting collateral. The scheme was operated with guarantees from the DTI, under the Phoenix Fund,
Age Concern and Help the Aged.

When the Phoenix Fund was regionalised PRIME was unable to find the necessary supporting guarantees
to borrow more capital to lend on. PRIME receives some 12 calls a week asking for a loan despite the fact
that it says does not operate a loan. It has been seeking ways of re-opening a loan scheme since
September 2005.
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PRIME, based on its experience, has a particular interest in the unclaimed assets discussions, and in
particular in the proposals for a Social Investment Bank. It therefore wants to address itself to the issues
raised by the Commission on Unclaimed Assets in its document The Social Investment Bank March 2007.
There is, however, a broader issue that needs addressing about the concentration on youth in the discussions.

Over 50s: The Forgotten Cohort

PRIME acknowledges that the 2005 Pre-Budget Report did mention a focus on financial inclusion, but
it stressed the focus on the needs of young people. This led to the first report of the Commission on
Unclaimed Assets stressing the role of the Social Investment Bank in helping young people. PRIME
responded to this document by pointing out the needs of the over 50s.

It is worth re-visiting some of the data on 50! worklessness.

Table 1

ECONOMIC ACTIVITY AMONGST 50-SPA IN THE UK

Economically Active Workless

Region Total Pop Working as Self- Econ Registered
50-SPA Employee % employed % Inactive % Unemployed %

East 863,000 521,700 60 120,200 14 205,500 24 15,600 2
East Midlands 676,500 401,300 59 87,600 13 174,300 26 13,400 2
London 933,900 507,900 54 145,900 16 247,500 27 32,600 3
North East 395,400 216,000 55 32,200 8 139,100 35 8,100 2
North West 1,037,000 578,100 56 105,200 10 336,200 32 17,500 2
Northern Ireland 235,000 111,800 48 30,700 13 87,200 37 5,300 2
Scotland 792,500 474,100 60 75,600 10 225,900 29 17,000 2
South East 1,268,200 777,800 61 190,600 15 274,500 22 25,300 2
South West 817,000 478,000 59 117,500 14 206,500 25 15,100 2
Wales 474,000 247,800 52 56,800 12 161,000 34 8,400 2
West Midlands 822,800 482,600 59 100,800 12 222,300 27 17,100 2
Yorkshire and The Humber 769,000 456,200 59 81,400 11 216,100 28 15,400 2
Total 9,084,300 5,253,300 58 1,144,500 13 2,496,100 27 190,700 2

Source: Nomis Annual Population Survey April 2005 to March 2006:
SPA % men 50-65

women 50-60.

It would be comforting to imagine that the workless was composed of 2% of the population that wanted
to find a job and 27% that did not need to work. While it is diYcult to give precise figures, “Winning the
Generation Game” (Cabinet OYce 2000) probably made the best estimation of what these workless older
people were actually doing:

% estimate in “Winning the Estimate projected onto 2006
Generation Game” ONS data

Incapacity Benefit 49 1,323,000
Retired on adequate pension 9 243,000
Retired on inadequate pension 18 486,000
Caring 17 459,000
Registered Unemployed 7 189,000

Total 100 2,700,000

These data provide a fairly robust model to work with, whilst not being totally precise. On the assumption
that 75% of those on Incapacity Benefits really can and want to work, that 75% of the carers will need to
find employment at some stage; and that 75% of those retired with inadequate pensions need to work, these
data suggest that there are 1,890,000 people aged 50-SPA wanting employment.

If even as few as 1% of these became self-employed, that would be 18,900 new businesses. Even on the
basis that 50% of these were drawn from those on Incapacity Benefit with an average annual welfare
payment of £7,000, transforming this into an income from their business of £5,000 p.a. the added value
would be £113,400,000 per annum. If an additional £5,000 of added value was created by each of the other
9,450, then the added value would be £160,650,000 per annum.

Under the New Deal 50! self-employment route from April 2000 to March 2003 (when Working Tax
Credit was introduced and the employment credit abolished) there were approximately 12,000 people aged
50! who pursued this programme, ie 4,000 per annum. Data has subsequently become extremely diYcult
to find but clearly the figures are attainable.



3740051028 Page Type [O] 31-07-07 01:02:18 Pag Table: COENEW PPSysB Unit: PAG4

Treasury Committee: Evidence Ev 107

Underpinning Guarantees a Major Problem

The diYculty is that starting a business does require some capital and the majority of these over 50s would
not qualify for a bank loan to start a business. A loan fund providing micro-finance for the over 50s who
want to start a business is therefore vital:

(i) to create savings in welfare;

(ii) to give financial independence and dignity to people who at 50 have one-third of their lives in front
of them; and

(iii) to avoid a social welfare explosion in ten years time as this number become ill, as research shows
happens more frequently to the workless.

PRIME would therefore urge that the Social Investment Bank needs to have a stronger focus on micro-
finance for the over 50s to enable many more to access the funds to start a business. Key to this is the
guarantee.

Community Development Finance Institutions like PRIME need to be able to grow a very large portfolio
so that risk can be accommodated within the financial economies of scale. Alternatively they will have to
concentrate on a smaller number of large and relatively risk free deals, making little impact on the social
structures that conceal, for example, 50! worklessness. Organisations like PRIME cannot grow quickly
enough to ensure the deal flow is suYcient to cover risk, and they find it diYcult to raise the capital and
revenue through which to grow, if there is no guarantee behind the capital.

PRIME’s concern is, therefore, that the Social Investment Bank, with its inherent tension between being
small, adaptable, innovative and able to take risks, and being solid dependable and able to attract capital
to create a new asset class, will veer towards the latter. Attractive as these two functions might appear for
a new institution, PRIME takes the view that the Social Investment Bank needs to put a guarantee function
first and foremost in the first years of its existence. In PRIME’s view this will start to unlock hesitant and
risk averse capital and it will aVord the time for intermediaries serving the disadvantaged to grow.

By putting the guarantee function first there is an opportunity to unlock diVerent forms of capital. For
example there is a new breed of on-line loan exchanges developing. At present these schemes tend to lend
to the lowest risks thus limiting their social impact. PRIME has already undertaken investigations into how
a guarantee scheme could harness a new stream of loan capital for financially excluded over 50s through the
on-line loan exchanges. All that is missing is the guarantee. Of course PRIME’s concern is for over 50s
business start-up micro-finance, but there is no reason for such a scheme not to be made available to other
disadvantaged groups.

Conclusion

While PRIME supports the idea of a Social Investment Bank, PRIME believes its initial task should be
that of providing a guarantee which enables smaller Community Development Finance Institutions the
opportunity to attract capital for the financially disenfranchised, enabling them to grow and develop. There
is a place for the bigger, brasher and more publicity garnering investments, but not at the total expense of
initiatives that really benefit communities on a small scale. PRIME takes the view that the Social Investment
Bank, by acting as a guarantor in the initial years of its existence, will, in fact enable an asset class to develop.
In PRIME’s opinion the Social Investment Bank may evolve to take on a role as innovator and magnet for
new capital.

April 2007

Memorandum submitted by Community Development Finance Institutions (CDFIs)

The CDFA

The cdfa is the trade association for the UK’s CDFIs (Community Development Finance Institutions).
Launched in 2002 as a result of a recommendation made to the Chancellor by the Social Investment Task
Force, it now represents over 95% of the UK’s CDFIs. In 2007, it will be introducing a Code of Practice and
a performance framework to drive up standards throughout the sector and increase stakeholder confidence
in its activities.
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The CDFI Sector

The CDFI sector is new and emerging in the UK. CDFIs provide finance to people who, and businesses
which, cannot access it from mainstream sources. They work to give their clients a track record and credit
history which will enable them to move into the mainstream sector.

CDFIs finance individuals for consumption purposes, micro businesses, SMEs, social enterprises and
business based in disadvantaged areas that have high growth potential. They tend to specialise in one or two
of these markets. Some CDFIs target their services at communities of interest such as BME groups, women,
over 50’s etc.

On 30 September 2005 (the latest date for which figures are available), CDFIs had £181,000,000 on loan.
They had financed nearly 18,000 businesses and households. They have created 11,000 jobs and sustained
88,000 more. They have also levered an extra £285,000,000 into the businesses and households they serve.
They had also used CITR to raise over £38 million of private finance.

Unclaimed Assets and Financial Inclusion

An appropriate strategy would be to use unclaimed financial assets to promote financial inclusion. If this
were to happen, the government would be releasing significant resources for a long-standing (and increasing)
social issue into which recent policy has made inroads but which needs a long term approach. Bank would
be more comfortable releasing these assets if they know that the long term benefit to them would be more
customers accessing their services. The general public which is very aware of the problems in accessing
finance could also be engaged with the concept of unclaimed assets being used to combat financial poverty.

The Social Investment Bank Proposal

The Commission on Unclaimed Assets recently proposed the creation of a Social Investment Bank (SIB).
The cdfa is in favour of this proposal if the bank is a wholesaler, not retailer, of funds.

We know the government is keen to support the community development finance sector. This was recently
confirmed by the Chief Secretary at the cdfa’s fifth birthday celebrations on 19 April in the House of
Commons. The cdfa feels that a Social Investment Bank would be well placed to provide the long term
support that the sector needs to grow exponentially into the future.

It is clear from the emergence of the CDFI sector to date that one of the factors that will influence future,
further grow in scope and scale will be the availability of appropriately designed, costed and delivered
capital. Demand for non-grant (ie invested or lent capital from a variety of sources) will continue to grow
as CDFIs increasingly turn to other forms of capital to fund portfolio growth. In turn, this portfolio growth
will enable CDFIs to provide the individual, businesses and households they serve to access the finance they
need to prosper and tackle financial exclusion. While grant capital has—and will continue—to be a vital
component of CDFI sources of both revenue (to cover the costs of delivery) and capital (the money used to
onward lend and invest), as the sector goes to scale CDFIs will require increasing amounts of external
capital.

The proposals for the Social Investment Bank can support this growth by providing such capital.
However, in order to maximize this growth a number of areas in the design of the Bank and the products
it oVers should be taken into consideration. They fall into three core topics:

— Understanding the SIB’s customers;

— Getting the product range right; and

— Structuring the SIB.

Understanding the SIB’s customers

The SIB—as a development bank—is envisaged as a wholesale provider of capital to financial
intermediaries and a direct investor in a variety of enterprising voluntary, community and charitable
organisations. In order to create eVective demand for wholesale capital the SIB must ensure it is available
to the full breadth of retail third sector lenders which currently lend and invest not just in social enterprises
and charities but also micro and small businesses as well as individuals and households. This breadth will
be important in order for the SIB to be able to fulfill both its business model (to create suYcient deal flow)
and mission imperatives (to assist those business and households unclaimed assets are committed to).

As a direct investor, it is also important that the SIB does not use what might be significant capital to
its unfair advantage to compete with existing retail providers that are serving social enterprises, voluntary
organisations and community organisations. While the cdfa supports competitiveness which can drive
eYciency and customer focus—the resources available to the SIB are in danger of creating an unfair
advantage if made available on the same basis. However, there are clear opportunities for the SIB to provide
“market making” functions within this arena.
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Getting the product range right

The SIB provides an unparalleled opportunity to transform the CDFI sector. However, this is a sector
still in its infancy with the challenges of further capacity building, growth, development and diversification
ahead of it. In order to fly rather than flop the SIB must take the role of both investor AND market maker.
This means a variety of products with varying expectations of risk and return will need to be included in the
suite of products and services available. This may mean mixing a variety of smaller, grant based risk taking
inputs to grow and develop the capacity of the sector to take external capital and then to tailor those inputs
to the needs and capacity of individual CDFIs. This might include lower cost, longer term more deeply
subordinated capital as well as the provision of guarantee funds as well as more commercially orientated
investments.

Some of the products for consideration should include the following as well as more commercially
orientated loans and investments:

— Capacity building and technical support grants.

— Grants to meet shortfalls from generated income.

— Products to develop CDFI balance sheets include product diversification and asset acquisition.

— Guarantee funds.

— Long term, subordinated and/or unsecured lending.

— Equity and equity-like products structured as bullet and balloons with elements that can share risk
as well as upside such as turnover or profitability shares.

Structuring the SIB

The SIB is a great opportunity—but there is no doubt that in order to fund the market making
opportunities it must be able to operate at suYcient scale with adequate resources to be able to balance the
long term business model priorities of attracting capital, providing returns AND growing the market.
Without suYcient investment up front, the SIB runs the risk of being insuYciently resources to fulfill its long
term strategy, having to broker increasingly commercial deals and/or finding itself competing with existing
providers and duplicating eVort with resources that place in on an unfair footing. The SIB is in the unique,
but schizophrenic position of being required to act with both head and heart and will therefore require a
unique mix of commercial and third sector approaches and knowledge.

May 2007

Memorandum submitted by National Savings and Investments (NS&I)

At the Sub-Committee meeting on Wednesday 21 February, there was discussion on the amount that
NS&I held in unclaimed assets/dormant funds.19

The 2005 Pre-Budget Report set out a definition under the proposed unclaimed assets scheme. This stated:
“The Government and the industry have agreed that the definition of an unclaimed asset should
generally cover accounts where there has been no customer activity for a period of 15 years as that
will be best identify those accounts that are genuinely unclaimed.”

In addition, the recently published HM Treasury consultation “A UK unclaimed Asset Scheme” proposes
to define dormant accounts:

“Current and deposit accounts where there has been no customer-initiated activity for at least
15 years.”

Previously NS&I had used a figure of £1.8 billion which was based on a diVerent definition which
included:

— all unclaimed Premium bonds prizes;

— all lost contact holdings—where we know where have lost touch with our customer (eg mail
returned undelivered); and

— account products where there have been no transactions for five years or more.

At the Sub-Committee session, we stated that a preliminary review of the 15-year definition had produced
an estimated figure of £1.4 billion.

We have now completed the review and the level of unclaimed assets under the 15-year definition is
£993 million.

March 2007

19 This memorandum was submitted as further supplementary evidence following NS&I’s appearance before the Treasury Sub-
Committee on the National Savings and Investments: Annual Report and Accounts 2005–06, 21 February 2007. The oral and
written evidence of that session was published as HC 327-i.
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Memorandum submitted by Which?

Summary

Thank you very much for the opportunity to respond to the Committee’s inquiry into unclaimed
financial assets.

Which? believes that banks and other financial institutions need to put greater eVort into reuniting
unclaimed financial assets with their owners. Where the rightful owners cannot be located we support the
money being released to fund worthy causes, provided the consumer (or their heirs) retains a legal right to
the money should they come forward to claim it.

We welcome the announcement that the Government’s proposed scheme will provide a legal right for
account holders to reclaim their money at any time.

In the longer term the Treasury should examine the scope to expand the scheme to include unclaimed
assets held by insurance companies and other financial institutions.

We agree with a 15 year definition for dormancy as this provides a suYcient safeguard to ensure the
scheme only covers genuinely unclaimed accounts, rather than accounts which are only temporarily inactive.

It will be important that the self-regulatory nature of the scheme provides suYcient incentive for banks
to participate.

The BBA/BSA scheme allowing consumers to fill out a single form for a number of banks is a useful tool,
which avoids the need to approach each bank individually.

We believe the BBA’s “10 pledges from banks to personal customers on dormant bank accounts” could
be improved by requiring banks to:

— Take all reasonable steps to trace the owners of dormant accounts. This should include writing to
customers more than once and using other methods such as telephone or e-mail.

— Apply the principles of cost-benefit analysis to their eVorts to reunite dormant accounts with their
owners. Banks should be required to make greater eVort, over and above the BBA’s minimum
standards, if the amount of money in the dormant account is significant.

— Publicise and promote the scheme.

Which? believe that the Banking Code should be amended to prohibit new or unreasonable charges being
made to dormant accounts. Existing charges should be suspended when an account is made dormant.

We would welcome a debate on how banks and other financial institutions will be fulfilling the
requirement to treat dormant accounts holders fairly.

There are currently several separate schemes which consumers have to search to find unclaimed assets.
Which? believes that the option of establishing a central database, which consumers would be able to search
for unclaimed assets, should be examined. However, the Government and any financial institutions involved
should ensure the establishment of any database does not breach the requirements of the data protection
act, and contains safeguards preventing consumer detriment.

There should be a full and open consultation on the possible uses to which unclaimed assets could be
deployed. Which? believes there are strong arguments for investing a proportion of the money raised from
unclaimed assets to promote financial inclusion and increase access to generic financial advice. Otto
Thoresen, Chief Executive of AEGON, is currently undertaking a study, on behalf of the Treasury,
examining the feasibility of developing a national approach to generic financial advice. We believe
unclaimed financial assets could be a way of funding, at least in part, any national approach to the provision
of generic advice identified by this review.

The Principles for the UK Unclaimed Asset Scheme

The Treasury has indicated the key principles underlying the proposed UK scheme will be:

— wherever possible, to reunite account holders with the assets that are rightfully theirs;

— to provide a legal right for account holders to reclaim their money at any time;

— to take a light touch approach which minimises the running costs for the scheme and participating
institutions by, wherever possible, building on the existing infrastructure, in order to maximise the
money available for reinvestment in the community; and

— To take account of better regulation principles. The proposed UK scheme will therefore diVer
significantly from other international arrangements in being in part a self-regulatory scheme. It is
proposed that legislation will enable, but not compel, banks and building societies to transfer funds
held in dormant accounts. Banks and building societies have committed to work with the
Government to design and participate in the UK scheme.
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Which? welcomes the confirmation that the scheme will provide a legal right for account holders to
reclaim their money at any time. We also welcome the intention to minimise the running costs of the scheme,
in order to maximise the amount of money that can be released to worthy causes.

We have some concerns about the self-regulatory nature of the scheme. The Government will wish to be
confident that a voluntary scheme will provide suYcient incentives for banks and building societies to
identify and to transfer money held in dormant accounts. Further action may be necessary if this proves not
to be the case.

The Government should also publish details of the banks participating in the scheme, the policies they
are using to identify dormant accounts and the amounts of money transferred to the central reclaim fund.
This will enable public pressure to be brought to bear on any banks not participating in the scheme.

The Definition, Identification and Collection of Unclaimed Assets

The proposed definition of an unclaimed asset within the United Kingdom banking sector, and whether
the scope of assets identified for inclusion within the scheme is appropriate;

The Government and the banking industry have agreed that the definition of an unclaimed asset should
generally cover bank accounts where there has been no customer activity for a period of 15 years. As can
be seen from the table below, this would mean the amount of time before a bank account is defined as
unclaimed in the UK would be longer than that of many US states and other countries, but similar to that
of Ireland.

Country or US State Definition

Nevada 3 years
California 3 years
Texas 5 years
Ohio 5 years
New York 5 years
New Zealand 6 years
Australia 7 years
Switzerland 10 years
Ireland 15 years
UK 15 years

Which? agrees that the proposed definition of an unclaimed asset should generally cover bank accounts
where there has been no customer activity for a period of 15 years. We believe this provides a suYcient
safeguard to ensure the scheme only covers genuinely unclaimed accounts, rather than accounts which are
only temporarily inactive.

The intention is that in the case of fixed term accounts or accounts with maturity dates, the 15 year time
period will begin at the end of the fixed term. We can agree to this provided the banks pay a reasonable rate
of interest on fixed term accounts that have matured.

In Ireland, an account is classified as dormant if during the dormancy period no transaction has been
eVected by the account holder. A transaction is defined as a deposit or withdrawal from the account. In the
US, customer activity is generally defined as making a deposit or withdrawal, or otherwise communicating
in writing with the bank to indicate a continuing interest in the account. Many US states require banks to
notify customers that an account is about to be classified as unclaimed, enclosing a standard form. If
customers sign and return this form then the account is not classified as unclaimed.

The Treasury consultation indicates that as a minimum “there must be no customer-initiated transaction
in relation to an account in order for it to be transferred. However, institutions may choose, in addition to
treat other activity short of an actual transaction as an indication that a customer is not dormant”.20 We
are concerned that banks may use this exemption to avoid transferring assets to the scheme. The Treasury
should provide further detail as to what “other activity” they believe could be used as an indication that an
account is not dormant. Banks should be required to publish details of their definitions of “other activity”
and to justify any exemptions.

We believe it would be sensible for banks to aggregate accounts held by one customer. For example, if a
consumer holds a current account and a savings account with the same bank and undertakes regular deposits
and withdrawals on the current account, then the savings account should not be classified as unclaimed.

,The scope for extension of the scheme, or for another scheme, relating to unclaimed assets held by other
financial institutions, such as insurance companies and National Savings & Investments;

20 HM Treasury, A UK unclaimed asset scheme: a consultation, March 2007, para 3.22.
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Which? believes that, in the longer term, there is scope to extend the scheme to unclaimed assets held by
other financial institutions. In Ireland, the scheme, established by the Dormant Accounts Act 2001, initially
covered bank deposits. The scheme was expanded to unclaimed assets held by life insurance companies by
the Unclaimed Life Assurance Policies Act 2003.

We have compiled a list of the types of unclaimed assets that are currently part of schemes operated in
other countries and US states.

Type of asset Example

Bank accounts Including savings accounts; current accounts;
Certificates of Deposit; credit balances held in loan,
credit card and mortgage accounts.

Shares, investment funds, bonds and dividends Unclaimed shares, dividends, bonds, mutual funds (unit
trusts); money held in trading accounts; proceeds from
compulsory acquisitions and takeovers.

Insurance policies Matured endowments or other insurance-based savings
products; annuities; life insurance policies.

Demutualisation shares Unclaimed shares issued as a result of a
demutualisation, or the proceeds from the sale of
shares.

Pensions This can include Individual Retirement Accounts
(IRAs). In some states, these are only considered
unclaimed if benefits have not been paid by a certain
age.

Contents of Safe deposit boxes This could include, cash, jewellery, papers, share
certificates. Contents are typically held by the State for
a number of years before being sold at auction and the
proceeds retained should the rightful owner come
forward to claim them.

Other Unpaid wages and uncashed pay cheques; unclaimed
gift certificates, travellers cheques, utility deposits,
mineral interests.

In deciding whether to expand the scheme to other types of unclaimed financial assets the Government
could assess:

— The scale of the assets currently unclaimed in a particular sector.

— The administrative cost of collecting the money.

— The current use to which those unclaimed assets are being put.

Which? believes the scope of the scheme should be expanded to include unclaimed funds held by insurance
companies in matured endowment policies and investment bonds. The Government should also examine
the scope for extending the scheme to stockbrokers, unclaimed dividends and shares not claimed during
demutualisations.

We would not advocate the extension of the scheme to unpaid wages or unclaimed assets held in safety
deposit boxes.

The Government should examine whether a 15 year dormancy period is appropriate for other asset
classes. In Ireland, for unclaimed insurance policies with a specified term, a dormancy period of five years
is applied from the date the policy matured.

The extension of the scheme to unclaimed stocks and shares may prompt some diYculties, although it
should be possible for these to be overcome. The calculation of money due to an individual with a bank
account is relatively simple, (i.e the return of the original money plus any accrued interest). For shares, the
amount to set aside could potentially be greater. For example, if shares are sold to provide money for
disbursement to worthy causes and they subsequently double in value, this could leave a substantial liability
to pay if the consumer comes forward to claim the shares.

Who should monitor the running of the collection scheme, and ensure that financial institutions identify,
and provide for use, unclaimed assets;

Whether the collection of unclaimed asset funds should be organisationally separate from its
disbursement;

The commercial skills required for the collection and identification of unclaimed assets could be
substantially diVerent from the skills required for their disbursement. The running of the collection scheme
and ensuring that financial institutions identify and provide unclaimed assets will be a largely administrative
aVair. Disbursement of the funds will require expertise of the third sector and grant making functions.

In other countries a variety of methods are employed to ensure that banks and other financial institutions
comply with the requirements to identify, and provide for use, unclaimed assets.
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USA: Some US states conduct audits of firms to determine whether they are complying with the
provisions of unclaimed assets legislation.

Ireland: Under the Dormant Accounts Act 2001, each financial institution has to provide a certificate of
compliance to the Minister for Social, Community and Family AVairs. The Minister has the power to
appoint inspectors to assess whether institutions are complying with the act.

Australia: The Australian Securities and Investments Commission (ASIC) is responsible for handling all
unclaimed money from banks and other financial institutions. Companies are required to submit an
“unclaimed money statement” to ASIC each year.

It is important that the regulatory system is eVective in ensuring financial institutions identify and transfer
unclaimed financial assets to the central fund.

Since it is intended that the UK legislation will enable, but not compel, banks and building societies to
transfer funds held in dormant accounts, the Government envisages that the arrangements will be a self-
regulatory scheme. Therefore, there may be a role for the Banking Code Standards Board in assessing
compliance with the scheme. This could involve an Annual Statement of Compliance, signed by the Chief
Executive, and be backed up by examination of whether monies are being transferred to the dormant
accounts scheme, as part of the BCSB’s regular compliance visits. If this proves to be ineVective, then there
may be a role for the FSA.

Whether enough is being done to ensure that unclaimed assets will be reunited with their owners,
especially after the assets have begun to be disbursed; and

The Banking Sector

Consumer information

The BBA web-site has a section devoted to dormant accounts. This includes a claim form which
consumers can submit to the BBA, a guide to completing the form and a list of Frequently Asked Questions.
Consumers are able to fill out a single form, which can then be used to submit a claim to several banks. This
is a useful tool for consumers and avoids the need for them to approach each bank individually. Similar
information and claim forms are available on the web-site of the Building Societies Association (BSA).

Action taken by the Banks

The Banking code requires that subscribers comply with the BBA’s “10 pledges from banks to personal
customers on dormant bank accounts”. These include requirements that:

— The bank will write to the customer at least once at the last address held (unless mail has already
been returned from there) and ask if the customer wants to keep the account open.

— If the bank receives a reply that the customer wants to keep their account open, the bank will
continue to treat the account as “live”, sending out statements and other correspondence in the
normal way.

— If the bank receives no reply after a set period—usually between six weeks and three months—the
account may be considered dormant and the bank will treat the account diVerent from a live
account.

— If the account is considered dormant, the bank will retain a record of the account.

While welcoming these minimum standards we believe that they could be improved in a number of areas.

1) Banks should be required to take all reasonable steps to try and restore contact, including using
forms of communication other than writing, such as telephone or e-mail. Banks should also be
required to write to customers more than once.

Under the BBA’s current scheme banks are only required to write to the customer once and are not
required to attempt to contact customers by other means such as by telephone or e-mail. We believe banks
should be required to use all reasonable methods to re-establish contact with their customers.

2) Banks should be required to expend additional eVort proportionate to the amount of money in
the dormant account.

We recognise eVorts taken by the banks and other financial institutions to regain contact with their
customers should be proportionate to the amount of assets concerned. For example, if a dormant account
contained £5 we would not think it feasible or justifiable for a financial institution to expend significant time
and money trying to trace the owner of an account.

Which? believes banks should be required to apply the principle of cost-benefit analysis to their eVorts to
reunite dormant accounts with their owners. This would require banks to make greater eVort, over and
above the BBA’s minimum standards, if the amount of money in the dormant account was significant.

3) Banks and/or the BBA should be required to publicise and promote the scheme.
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In Ireland, each year, banks are required to place a notice in two or more daily newspapers, giving the
name and address of the bank, stating that it holds dormant accounts and that interested persons should
contact the bank to establish if they hold such an account. In New York State, banks are required to
advertise the names and addresses of the account holders in local newspapers. While we would not
necessarily advocate the introduction of a similar requirement in the UK, we believe the BBA and individual
banks must go to greater eVorts to promote the scheme. We welcome the intention that both the BBA and
BSA schemes and the banks and building societies own activities will be actively promoted in the 12 months
leading up to the introduction of the unclaimed asset scheme. We believe this promotion should start
immediately and continue after the unclaimed asset scheme has been established.

Application of charges to dormant accounts

Which? believes that it is important to control any action by banks that seek to recover unreasonable
charges from dormant accounts. The application of charges to dormant accounts will result in consumer
detriment and could reduce the amount of money released to good causes. We have observed three examples
over the past six months of charges being introduced that could hit consumers with dormant accounts:

— First Direct (part of HSBC) has introduced a £10 a month administration fee for current accounts
unless consumers pay in £1,500 a month, maintain an average balance of over £1,500 or take up
an additional First Direct product. The Chief Executive of First Direct was quoted as saying that
the move was aimed at the bank’s 40,000 dormant accounts and at those customers who use the
bank for five to 10 transactions a year.21

— Citibank has moved to automatically “upgrade” its Sterling current account customers to a
“Citibank plus” packaged account costing £10 per month. Customers who do not wish to be
upgraded had to contact Citibank before 1st April 2007 to switch to a diVerent account in the
Citibank range.22

— MBNA has introduced a £10 annual charge for credit card accounts that are in credit.

It is important to note that if an account is classified as dormant banks will typically no longer be sending
out statements or incurring any costs in relation to transactions on that account. Many dormant savings
accounts will be older accounts that could well be paying low rates of interest. In these occasions banks could
be making profits from lending this money at higher rates of interest.

The Banking Code requires consumers to be notified of new or increased charges. The provision states
that if banks increase any charges or introduce a new charge they are required to tell the customer personally
at least 30 days before the change comes into eVect.23 Personal notification can be by one of a variety of
methods; for example, letter, statement insert, e-mail or secure internet messaging. In many cases this will
mean a letter from the bank to the consumer outlining the details of any changes. We question how banks
can meet this requirement if they no longer have contact with the customer. Which? recommends that the
Banking Code should be amended to prohibit new or unreasonable charges being made to dormant
accounts. Existing charges should be suspended when an account is made dormant.

Treating Customers’ Fairly

The FSA requires all financial services firms to comply with the principle to “have due regard to the
interests of their customers and treat them fairly”. In our submission to the Banking Code review we have
called for the Code to include an overarching commitment to treat customers fairly. We would welcome a
debate on how banks and other financial institutions will be fulfilling the requirement to treat dormant
account holders fairly. This could include factors such as, how they treat dormant account holders whose
assets are invested in current accounts or other superseded savings accounts paying low rates of interest.

The Swiss Bankers Association has issued guidelines which state that: “The Bank has a clear duty to
protect the customer’s interests or those of his heirs concerning dormant assets.” The guidelines contain a
number of principles banks are required to respect including that “Current accounts and similar assets are
to be invested in the interest of the customer, ie carefully and profitably (eg as savings accounts, medium-
term notes or unit trusts with low-risk profiles).”24

21 Guardian, Wednesday 15 November 2006.
22 http://www.citibank.co.uk/personal/banking/bankingproducts/currentaccounts/sterling/changes.htm
23 The Banking Code, Section 5.3, Guidance for subscribers, page 23.
24 Guidelines of the Swiss Bankers Association on the treatment of dormant accounts, custody accounts and safe-deposit boxes

held in Swiss banks, page 6.
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The Insurance Sector

We were unable to find any information on the ABI web-site concerning what action consumers should
take if they wanted to reclaim funds held by an insurance company. However, the web-site did contain a
link to the Unclaimed Asset Register.

We are not aware of any minimum standards or ABI guidance which specifies what action insurance
companies should take to track down the rightful owners of unclaimed insurance and savings policies.

How unclaimed assets that have been disbursed can be reclaimed should their owner be found, and who
should bear the final burden of repaying such monies owed.

Which? believes a fundamental principle of the scheme must be that the account holder (or their legal
heirs) should retain the legal right to the money in any dormant accounts (and any accrued interest), and
that it should be paid back to them if they come forward to claim it. Any unclaimed money transferred from
banks to the body responsible for disbursing the money must be handled and invested prudently. SuYcient
funds must be set aside to pay any claims. Consumer rights must be safeguarded in any legislation brought
forward to introduce the scheme.

We welcome the intention that the scheme will safeguard consumers legal rights to the money in dormant
accounts transferred to the central fund. We also welcome that the consumer will retain the right of appeal
to the Financial Ombudsman Service in respect of disputes relating to the reclamation of funds.

We believe the process consumers should undertake to reclaim funds should be clear and simple, while
containing suYcient safeguards against fraud. A key decision to be made will be as to whether consumers
should continue to approach the individual banks involved or directly approach the body responsible for
managing and/or disbursing the money. The Government proposes that banks and building societies will
continue to maintain customer records and will process reclaim applications on behalf of the central reclaim
fund. This seems a sensible decision, given that consumers who are unsure which bank or building society
held the account will be able to make use of the BBA’s central tracing facility. If the scheme is expanded to
include financial assets held by other types of financial institutions then this may need to be reconsidered.

In Ireland, money transferred from financial institutions is placed in a dormant accounts fund before
disbursement. The National Treasury Management Agency is responsible for managing and controlling the
fund. SuYcient funds must be maintained in a reserve account to provide the right of reclaim of account
holders whose funds have been transferred. The NTMA determined that this reserve should be 15% of the
total fund, and this approach was approved by the Irish Minister for Finance. Consumers who want to
reclaim money approach the individual financial institution involved, which is then responsible for claiming
back the money from the dormant accounts fund.

In the US, unclaimed money is transferred into a fund administered by a State oYcial (typically the
Treasurer or Comptroller). It is the State oYcial’s obligation to return the unclaimed assets to their owners
wherever possible. Many State oYcials are required to make a diligent eVort to find the owner of the money.
They fulfil this obligation by advertising in local newspapers and maintaining an inventory of unclaimed
assets, which may be available on the internet. Claims can be made directly to the State oYcial or to the
specific financial institution who claimed the money.
In Australia, the Australian Securities and Investments commission has established a consumer education
web-site known as “Fido”. This web-site maintains a central database of unclaimed accounts and promotes
the ability for consumers to search for unclaimed funds using the slogan “Let Fido dig up your lost money”.

Searchable databases

A feature of the Australian and US systems is that information is stored on a central database which
consumers are able to search on the internet. This lists the name of the name of the bank/financial institution,
the name of the account holder and their last known address. In the case of Australia, the actual amount
of unclaimed assets are listed, where as in the US the database merely states whether the amount unclaimed
is more than or less than $100. In New York State, 62% of all claims were identified via searches of the New
York State Comptroller’s electronic database.25

The table below shows an example of the type of information available from the US Web-site
www.missingmoney.com. The web-site indicates that “To enhance the states’ outreach eVorts to locate lost
owners, MissingMoney.com, a national database, was established in November 1999 by the National
Association of Unclaimed Property Administrators (NAUPA). MissingMoney.com enables owners to
perform comprehensive searches for lost assets required by law to be turned over to the states.”

25 Unclaimed Funds, State of New York Comptroller, February 2006, page 11.



3740051032 Page Type [E] 31-07-07 01:02:18 Pag Table: COENEW PPSysB Unit: PAG4

Ev 116 Treasury Committee: Evidence

Information Available from US Database of Unclaimed Assets

Name Held In Last Known Address Reported By Amount

LINDLEY WY Not Disclosed COTTON STATES Over $100
MUTUAL INS CO

LINDLEY, A AZ 343 N SAGE ROAD Not Disclosed Unknown
TUCSON, AZ, 56789

LINDLEY, A W TN Not Disclosed TRANSPORTATION Over
MADISON, TN,
56898

LINDLEY, A A WA NATION HOTEL OLD NATIONAL Over $100
ANNEX BANK OF WA
SPOKANE, WA,
99210

LINDLEY, A B S MI Not Disclosed AUTO CLUB Unknown
DETROIT, MI INSURANCE

ASSOCIATIO
LINDLEY, ARNOLD WV Not Disclosed BECKLEY Unknown

BECKLEY, WV NATIONAL BANK
LINDLEY, ALAN NC 11 WOOD LN BANK OF Over $100

FAYETTEVILLE, AMERICA—
NC, 35456 NORTH CAROLI

However, not all countries have gone down the route of making information about dormant accounts
publicly available. The Irish legislation specifies that any register of dormant accounts “shall not be open
to public inspection”.26

Which? believes the option of establishing a central database, which consumers would be able to search
for unclaimed financial assets, should be examined. This could provide an opportunity to rationalise the
separate schemes that have been established across a number of sectors. However, the Government and any
financial institutions involved should ensure that the establishment of any database does not breach the
requirements of the data protection act, and contains suYcient safeguards against consumer detriment.

Other issues

Avoidance of scams

In the run-up to the transfer of money in dormant accounts to good causes, we anticipate significant media
and consumer attention. This may provide opportunity for fraudsters to prey on consumers by oVering to
reunite them with their money for an upfront fee. We believe there is a need for clear information to help
consumers understand the consequences of the scheme and avoid them falling victim to fraudsters. We
believe consumers should:

— Never ring premium rate numbers or respond to unsolicited e-mails stating that you have a
significant amount of money unclaimed.

— Unless using the “Unclaimed Asset Register”. Never part with any money up-front on the promise
of being reunited with your unclaimed assets.

Combating scams is one of the OFT’s priority areas for action. We believe that, in the run-up to the
implementation of any scheme, the OFT should work with the Government and industry trade bodies to
develop a public information campaign. This should provide consumers with clear information about how
to search for any unclaimed assets and help them avoid scams.

The Distribution and use of Unclaimed Financial Assets

Where the owners of unclaimed financial assets cannot be found, Which? supports the release of the
money to fund worthy causes. We believe there should be a full and open consultation on the possible uses
to which unclaimed assets can be deployed. This should be informed by work undertaken to estimate the
level of resources that could be released by any scheme.

In the 2005 Pre-Budget Report it was suggested that the funds, once released, should be focused on
engaging young people, financial education and inclusion, and community regeneration. We agree with the
conclusion in the Treasury’s consultation document that it is “appropriate that some of the money released
for distribution in this scheme should be used to tackle financial capability and inclusion challenges”.27

26 Ireland, Dormant Accounts Act 2001, section 14, subsection 5(a).
27 HM Treasury, A UK unclaimed asset scheme: a consultation, March 2007.
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As the Treasury Committee concluded in its inquiry into financial inclusion, lack of access to financial
services can expose consumers to additional cost, and entrench poverty and social exclusion. A lack of access
to aVordable credit can lead to people turning to loan sharks. A lack of access to financial advice can lead
to poor financial decisions and impose costs on individuals and the Government. In 2002, Which? published
a policy paper calling for the creation of a National Financial Advice Network, which could extend access
to impartial, consumer-focused financial advice to all consumers in society. In the Treasury document
outlining the Government’s long-term approach to financial capability, the Government agreed that “there
is a gap in the market for aVordable ‘generic’ financial advice” and considered that a “national approach
to the provision of generic advice is required”.28 The Government established an independent feasibility
study, led by Otto Thoresen, Chief Executive of AEGON UK, to research and design a national approach
to generic financial advice.

Which? believe there are strong arguments for investing a proportion of the money raised from unclaimed
financial assets in promoting financial inclusion and increasing access to generic financial advice. In
particular, we believe unclaimed financial assets could be a way of funding, at least in part, any national
approach to the provision of generic advice identified by the Thoresen review.

The Commission on Unclaimed Assets has proposed the establishment of a Social Investment Bank (SIB).
This would be a new independent financial institution, which would be capable of combining the strengths
of the social investment world with the knowledge of sophisticated financial tools and capital markets. The
equity base provided by capital from unclaimed assets would be multiplied several times by attracting
private investment. It would provide a variety of support including grants, equity investments and loans to
third sector organisations. Support would be for the long-term and would include technical assistance and
advice alongside funding.

While welcoming the proposal as a contribution to the debate, Which? believes a number of further
questions would have to be answered before coming to a view on the viability of the proposals. These
could include:

— What is the extent of the existing funding and technical support gap for third sector organisations?
Is there suYcient demand from third sector organisations for the services proposed?

— How much would a Social Investment Bank cost to establish? Are the necessary skills available?

— What are the prospects of attracting additional private investment into a social investment bank?

International Comparisons

Other countries have developed a variety of methods for disbursing unclaimed financial assets.

USA: Some States automatically pay money raised from unclaimed assets into the school system, others
use it to subsidise general expenditure. In Texas, the money is shared between the school system and general
expenditure. In Colorado, the money is used to help people who lack access to health insurance.

Ireland: The dormant account disbursement board developed a plan for disbursement of the money
transferred from financial institutions to the Dormant Accounts Fund. Having regard to its statutory remit,
the board decided to concentrate its funding on projects or programmes designed to assist the following
three categories of person:

— Those aVected by economic and social disadvantage.

— Those aVected by educational disadvantage.

— Persons with a disability, in particular those who require more intensive levels of support, in the
areas of health and personal social services.

However, at a meeting on 16 December 2003, “the Government reviewed arrangements in relation to
Dormant accounts in the context of ensuring appropriate capacity to evaluate and process applications in
the light of the emerging scale of the Dormant accounts Fund . . . In the context of the need to ensure
appropriate capacity to evaluate and process applications, and so as to secure maximum transparency on
disbursements, the Government decided that the objectives of the disbursements scheme would remain
unchanged but that it would make decisions on disbursements”.29

May 2007

28 HM Treasury, Financial Capability: The Government’s long term approach, January 2007.
29 Ireland, Dormant Accounts Fund Disbursement Board, Annual Report 2003, page 13.
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Memorandum submitted by Struggle against Financial Exploitation (SAFE)

THE SAFE PROPOSAL

The proposal will save the banks themselves over a £billion in costs a year, free up 20–25% of court time,
put back into the economy £billions by way of re-motivated productive small businessmen and save
£millions in Benefit payments and National Health costs.

The members of SAFE came together because they had experienced various problems’ with their banks,
ranging from overcharging, forgery, theft, conspiracy and outright fraud. Some have been in conflict for
decades and have lost millions, some their lives, many have died, become ill, been made bankrupt and
inevitably divorced.
Remarkably, in spite of the above, SAFE respects the need for the bank’s to retain their illusion of integrity
so as to protect the British Financial Industry, one must accept that the Ombudsman and FSA do not have
the will expertise or experience to deal with these matters, there being a conflict of interest as they are seen
as part of the establishment and will therefore protect the banking industry. Similarly the police and
judiciary ere towards protecting the probity of the banks to the detriment of the casualty, (the Police/CPS
have never brought an action against a High Street Bank!).

SAFE believes the problem of complaints can be dealt with confidentially and fairly in conjunction with
the banks and CHAPS, if only 10% of the abandoned bank account funds were to be donated to CHAPS/
SAFE then by the application of an agreed formula the complainants’ claim could be investigated and if
deemed legitimate be quietly settled from the charity on the instruction of SAFE.
SAFE has already built up a substantial data base of bank victims which demonstrates without question
that there is systemic fraud and conspiracy throughout the banking industry and proposes that the banks,
like members of parliament, Citizens Advice, Ombudsmen, FSA etc pass to them all complainants, likewise
it could be integrated as part of the legal procedure that the parties register the claim with SAFE before any
court proceedings are commenced. This data could then be processed and used by the banks as it would
highlight potential fraud clusters of cases and commonality within defined areas.

June 2007

Memorandum submitted by Martyn Jones MP

I write to submit my formal written evidence to the Treasury Select Committee’s current Inquiry into
“Unclaimed assets within the financial system”.

You may aware, I have campaigned for several years in Parliament to “liberate” dormant account money
from banks, to enable such money to be used for the good of society—as in other countries, most notably
Ireland.

I was successful in persuading Gordon Brown to include my vision for using dormant money for
charitable purposes, in the Labour Party’s Manifesto in 2005.

I therefore welcome the Government’s commitment to addressing this important issue.

However, I do have concerns around any suggestion of there being a voluntary nature to the involvement
by the financial sector in releasing unclaimed assets for charitable purposes.

During the early stages of my campaign, there was a huge reluctance by the British Banking Association
(BBA), to even recognise that there was problem with unclaimed assets.

Furthermore, there was no desire by the BBA to address issues such as the definition of a dormant
account, nor to reveal publicly even an estimate as to the total amount of money residing in such accounts.

As a result of the uncooperative, defensive and reluctant nature of the BBA to engage in an open debate
on unclaimed assets, I was convinced from a very early stage, that a compulsory scheme was the only sensible
way for the Government to make progress on this matter.
I believe it is paramount that there should be established—through statute—a compulsory scheme as
introduced in Ireland, and this should be independently regulated.

In my opinion, the present proposals for 15 year “cut-oV” point are excessive, and allow banks to continue
to hold onto vast amounts of dormant money, that could be otherwise used for charitable purposes.

As I have always said throughout my campaign, any scheme must ensure that a fund should retain
suYcient sums to enable bank customers, who can prove ownership of their account, to be re-united with
their money.

On the “delivery side” of dormant accounts, I also have concerns about the proposition put forward by
the Commission on Unclaimed Assets, in relation to the establishment of a Social Investment Bank, as laid
out in their consultation paper: “A Social Investment Bank”.

Indeed, the concept of “social investment” is gaining increasing support from the Government as
indicated in its latest consultation document, “Unclaimed assets distribution mechanism: A Consultation”.
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I believe that this approach is deeply flawed.

On the surface, the Commission hold-out the seemingly attractive proposition of the “social investment
bank” concept, with the main aim of the “bank” being to help “finance” the so-called third sector initiatives.

However, the word “finance” causes me some concern.

In the Commission’s proposals, there is the possibility that dormant money may not go direct to those in
most need.

What is being proposed is merely a new financing body for investment.

This is not how I envisaged dormant account money being used.

Through the proposed mechanisms, I believe that far from helping the disadvantaged in society by direct
means—as in Ireland and other countries- what the Commission proposes, is to use the money to attract
other capital money and resources to “finance” projects.

One has to question, where would such capital and resources emanate from?

As a possible consequence of this proposal, it could mean that the banking sector would remain as the
final arbiters of which projects are assisted, and which were not.

Worse still, in my view, under the Commission’s proposals, banks may actually profit from the funding
such projects.

If this is what is being proposed, then the Commission are in mind, heading in completely the wrong
direction.

My entire campaign has been based on the principle of divesting banks of control of dormant money,
simply because they have failed for decades to address this issue with any seriousness.

The Commission’s proposals could mean that banks remain with some degree of control over how
dormant money is used.

This is totally unacceptable.

I also completely disagree with their assertion that “using the assets as a traditional endowment or
spending the capital over a shorter period would have little impact on disadvantaged communities”.

If this were true, then how does the Commission explain away the staggering success of Lottery funding
in the UK?

The proposals in the Commission’s consultation paper will not help those people and communities, in
real need of assistance in deprived areas of the UK.

Furthermore, I believe the Commission’s proposal of the “social investment bank”, will merely create a
new bank “on-the-block”, which will attempt to fill the gap in financial service provision that does not
currently exist in some poorer communities.

This approach simply lets high-street banks “oV-the-hook” in their failure to provide those much needed
services at present.

I have deep reservations about the direction that the Commission is heading on dormant accounts and
their use.

Furthermore, if the Government were to follow the Commission in this direction, it could mean that
banks will not only continue to profit from dormant account money which is less than 15 years old, they
could actually boost their profits from financing “social investment bank” projects.

This proposal is not how dormant money should be used, and I believe this approach is deeply flawed and
not in the public interest.

The Commission’s idea that dormant money should be used merely to encourage investment,
entrepreneurship and financial competence, is a million miles away from what I wanted to see established.
I also believe it is not what was envisaged in Labour’s Manifesto commitment in 2005.

The distribution of dormant account money for charitable purposes, should be made through an
independent body, along the lines of the mechanism used for distributing Lottery money in UK.

Finally I would urge the Government to extend the unclaimed assets scheme to include dormant life
insurance at the earliest possible opportunity.

Thank you for the opportunity to contribute to your inquiry.

June 2007
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Supplementary memorandum submitted by the Commission on Unclaimed Assets

This memorandum responds to the Treasury Committee’s concerns, and in particular those raised by
George Mudie, from the hearing on 5 June, of the inquiry into Unclaimed assets (Qq 248-251).30

From our research it is clear that the most disadvantaged are regarded as “hard to reach“ and are often
poorly served by both public and private sector services. Third sector organisations, either those set up by
people from within disadvantaged communities, or those that provide services, are often more successful in
these areas, having both more credibility and relevant products. These include community anchor
organisations that play a crucial role in supporting people back into work in disadvantaged areas, and
organisations such as TREES in the East Midlands, a social enterprise that runs successful construction and
gas servicing businesses providing direct work opportunities for the long-term unemployed.

The diYculty for many successful third sector organisations is that they lack the investment to build for
the future and are reliant on short term revenue streams or insecure grant funding. Our proposal of a Social
Investment Bank is designed to provide the necessary investment for such organisations. In order to do so,
we believe it vital, through appropriate incentives to connect the third sector with mainstream finance and
for social investment to become a mainstream activity. The Social Investment bank would be a small,
entrepreneurial institution that would combine skills from the social and financial sectors. By acting as a
wholesaler of capital to social investors including Community Development Financial Institutions and
Credit Unions, it can enhance the capacity and penetration of present organisations and ensure that they
properly serve a much greater number of those most at need.

We believe that such investment would help turn the third sector into a much more powerful one, giving
its organisations the managerial and financial strength to attract many more people into carers in social
entrepreneurship. Not just the middle class people Mr Mudie suggested, but also those from under-served
communities who feel emboldened to make a diVerence and who are, through the Social Investment Bank,
given the tools to do so.

June 2007

30 Ev 34—35.
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