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"My amendment for Third Reading seeks to ensure this
crucially important Bill addresses the genuine and
considered concerns of the charities in the coalition."”

Baroness Finlay of Llandaff
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The Unclaimed Assets Charity Coalition Briefing
Dormant Bank and Building Society Accounts Bill — Third Reading

This briefing is in five sections:
1. Strategic overview of the coalition’s calls
2. Baroness Finlay of Llandaff’s amendment — effect and rationale
3. Reponses to key points made by Peers at Report Stage
4. Background information on:
¢ why this Bill and unclaimed assets are so important to charities
e our main concerns about the Bill, how the system that we are
advocating would work (including tried and tested measures used to
prevent fraud in schemes operated in the United Sates)
e our views on industry’s reunification attempts (Including the launch of
‘my lost account)
¢ the scale of public support for a register
5. Appendix: Coalition members

Section 1 — Strateqic overview of our calls and rationale

On the surface, this is a Bill that deals largely with technical detail. In fact, unless this
appeal by the 54 charities comprising the Unclaimed Assets Charity Coalition is
heeded, the Bill could represent a huge missed opportunity to right a significant
wrong.

The Dormant Bank and Building Society Accounts Bill (previously known as the draft
Unclaimed Assets Bill) is crucially important to the UK'’s charity sector because it will
affect the amount of money available for charities to carry out their vital work.

54 of the UK’s charities and charity umbrella bodies (see appendix), from across the
third sector and all commanding a devoted following, have come together to ask for
your help. Your support will help to ensure the Bill addresses the charity sector’s
need to access lost legacy funds. The coalition is united by a desire to locate the
assets bequeathed to its member charities in supporters’ wills but which currently
remain unclaimed.

Although the banking and building society industry is launching a new online tracing
scheme, this is not the same as a register, which is what the coalition is calling for.
There is no requirement for individual institutions to take part, and members of the
public will not be able to search across a range of banks if they are not sure which
institution is holding a lost asset. That is why our preference continues to be for the
creation of a register. (Please see pages 4 and 10 for further details.)

Key points:

e The importance of respect We want the Government to respect people’s dying
wishes by ensuring that legacies left in people’s Wills reach their intended
beneficiaries

e The scale of people’s generosity One in seven people who die leaving valid
Wills also leave legacy gifts to charity. On average this totals 5% of their total
estate and therefore there are potentially large sums of legacy income which
have yet to reach the charities named in the Wills of their beneficiaries.

e Some hard facts and figures Legacies are an extremely important source of
voluntary income for the charity sector. For example, some 46% of the British
Heart Foundation’s total voluntary income comes from legacies, amounting to
over £47 million last year. 33% of Cancer Research UK’s voluntary income
comes from legacies, totalling over £135 million last year.
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e Strong public support nfpSynergy research, commissioned by Cancer
Research UK on behalf of the coalition, found that 73% of respondents supported
the idea of a national register of unclaimed bank accounts that would enable
them to check their or their relatives’ names for missing accounts.

What we want the Bill to ensure:

1. Any activity to reunite owners with their assets to include provision for identifying
unclaimed assets from deceased people’s estates.

2. The establishment of a ‘one stop shop’ for searching data to reclaim lost assets.

3. The definition of an ‘unclaimed asset’ to be extended, in time, to include more
financial assets.

4. A recognised scheme to identify unclaimed assets held by financial institutions
(our preferred approach would be mandatory).

5. The dormancy period of what is considered an unclaimed asset to be reviewed.
We think that for many asset types, 15 years is too long.

Section 2 — Baroness Finlay of Llandaff’'s amendment for Third Reading

Amendment
No.

Clause 12

BARONESS FINLAY OF LLANDAFF
LORD LOW OF DALSTON
LORD BISHOP OF EXETER

1 Page 7, line 31, at end insert ", and to be able to trace all such accounts at any one

time"

BARONESS FINLAY OF LLANDAFF
LORD LOW OF DALSTON
LORD BISHOP OF EXETER
LORD HIGGINS

2* Page 8, line 7, at end insert—

"(8A) Where the report recommends the establishment and maintenance of a
register of dormant account funds, the Secretary of State may make such
regulations as are necessary for the establishment and maintenance of a
register of dormant account funds ("the register").

(3B) The regulations made under subsection (3A) shall provide for—

(a) particulars relating to the dormant account to be entered into the
register;

(b) arrangements to allow any registered charity to enquire of the Registrar

whether the register includes an account in the name of an individual
from whom the charity might expect to benefit; and

(c) other particulars as may be prescribed by the Secretary of State.
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(3C) Before making any regulations under subsection (3A), the Secretary of State
shall consult—
(&) such persons as are likely to be affected by those regulations; and

(b) such persons appearing to him to be representatives of persons likely to
be so affected.

(3D) Regulations under subsection (3A)—
(@) may make different provision for different cases; and

(b) may contain such incidental, supplemental, consequential and
transitional provision as the Secretary of State thinks fit.

(3E) The power to make regulations under subsection (3A) is exercisable by
statutory instrument.

(3F) No regulations may be made under subsection (3A) unless a draft of the
statutory instrument containing the regulations has been laid before, and
approved by a resolution of, each House of Parliament.”

BARONESS FINLAY OF LLANDAFF
LORD LOW OF DALSTON
LORD BISHOP OF EXETER

3 Page 8, line 9, after first "of" insert ", or who are affected by,"
Page 8, line 10, at end insert ", registers of dormant accounts, and similar
schemes”

Effect

The effect of this narrowly drafted amendment would be to clarify and build upon the
amendment for a triennial report to Parliament on the working of the Bill (as passed
at Report Stage). The amendment simply provides for a clearly defined, very specific
enabling power. It does not propose any additional burden; nor does it give the
Secretary of State extensive powers.

This enabling power could be used if the report found arrangements for reuniting
owners with their assets were not working effectively and the report recommended
bringing forward regulations for implementing a reserve power for the establishment
and maintenance of a register of dormant account funds to address this.

Another advantage of having a reserve power would be that it would also mean that
Parliament would not have to spend time considering a completely fresh Bill simply to
address this issue.

Rationale: Why is the coalition still asking for a reserve power?

The banking and building society industry has launched a new online tracing scheme
(for more information please see p. 10). This represents a step in the right direction.
However, there are still key gaps in the scheme, which mean it does not amount to a
register.

We therefore believe that it is vitally important to use this amendment to maximise
the incentive over the longer term for industry to get the scheme right.
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The new online tracing scheme is problematic because it:

e is much less straightforward to look for lost bank accounts than it is to search

across building society accounts and the NS&I database

requires some knowledge of which institution the account is held in

only covers dormant bank and building society accounts

does not enable people to search across a broad range of banking institutions

is not clear whether the scheme incorporates different types of bank accounts

(e.g. internet banking accounts)

e is not clear about what records are included and how far back records are
held

At the moment, there is no requirement for individual institutions to take part, and
members of the public are currently unable to search across a range of banks if they
are not sure which institution is holding a lost asset. That is why our preference is for
the creation of a register of all unclaimed assets, which would ensure beneficiaries
(whether individuals or organisations such as charities) were reunited with assets
owed to them from deceased estates.

To reunite assets and beneficiaries, members of the public and charities must be
able to search a database with minimal information in the first instance: full name,
last known address and perhaps date of birth, all of which are already publicly
available. In the case of deceased estates, information about the financial institution
in which the asset is held is unlikely to be known, hence the difficulty in fully utilising
the new industry tracing scheme which requires an approach to an individual bank.

Furthermore, currently there is no requirement for financial institutions to make data
available to any schemes. For the Unclaimed Assets Charity Coalition, the key to
establishing a successful system is to ensure full participation by all financial
institutions.

As currently drafted, the Bill will not compel financial institutions to make data more
easily accessible to the general public; banks and building societies will simply be
asked to publicise the fact that they hold unclaimed assets. This will be of no help to
people who do not know which institution is holding a lost asset. And it will be of no
help to charities who will be trying to trace lost assets belonging to deceased
people’s estates.

Any register need not be maintained by the Government. It will, however, need to be
created and maintained using stringent measures against fraud, as applied by, for
example, the many unclaimed assets schemes operating in the United States. This
means that no data (beyond confirmation of a match between an institution holding
an unclaimed asset and the details listed above, as inputted by someone conducting
a search) would be released unless and until full proof of identity is produced to the
institution holding the asset. This would be no less rigorous than any other proof of
identity required to access accounts.

PLEASE SUPPORT BARONESS FINLAY'S AMENDMENT AT THIRD READING.

Cancer Research UK acts as the secretariat to the UACC. For more
information, please contact: Kevin Shinkwin, Parliamentary and Public Affairs
Manager, Cancer Research UK on 020 7061 8499 or at
kevin.shinkwin@cancer.org.uk
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Section 3 — Reponses to key points made by Peers at Report Stage

“It is my understanding that the charities want to search for accounts long before
they have become dormant. An account does not become dormant under this Bill
until at least 15 years has passed, possibly longer. The charities want access to
accounts earlier.” Baroness Noakes

Whilst we believe that the dormancy period for many asset types is too long, our calls
for a register of dormant bank and building society accounts does not focus on this.
Charities do not want to search for accounts long before they have become dormant.
The key point is to establish a system where basic details of accounts can be
searched for by charities and members of the public after dormancy has been
established.

“A central register would be expensive and would place a large and unnecessary
administrative burden on the scheme.” Lord Bach

We strongly believe that a register would not be overly costly to run and see no
reason why a register should be any more costly than a voluntary scheme. In fact, it
is quite possible that such a scheme could be self-financing. As above, it need not be
maintained by the Government.

Furthermore, in the long run we believe that having such a system in place would
reduce administrative burdens. A central register would establish a consistent
system and format for information about dormant bank and building society accounts
and would facilitate easier searching from the public as well as shorter processes for
financial institutions to locate and return dormant accounts to their rightful owners.

“There are concerns that financial institutions respect the confidentiality of the
information that they hold about their customers. We would genuinely have to look
carefully at the human rights implications of any power to issue regulations that in
effect required banks to breach that confidentiality.” Lord Bach

We have sought legal advice from Withers LLP, which confirms that data protection
and fraud issues would not be a barrier to our suggested scheme. The amendment
tabled by Baroness Finlay does not breach confidentiality of information agreements.

The implementation of our proposed register can be seen as being less open to
issues of data protection than the scheme operated by industry at the moment
(http://www.mylostaccount.co.uk). This current industry reunification scheme
operates on a central website portal where people can enter their personal details.
These details are then sent to a number of different bank and building societies
around the country, increasing the likelihood of information being intercepted or lost.
A central register would hold minimum data centrally and it would be up to the
consumer or charity to contact the institution and go through stringent proof of
identity processes with the institute holding the asset. This would be no less rigorous
than any other proof of identity required to access accounts.

Finally, there are a number of other schemes around the world that use a register
system, including the US where payment of fraudulent claims is extremely rare.
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“We believe that prestige is likely to be attached to participation, and we do not
accept that the industry's profits really provide incentives not to participate in the
scheme.” Lord Bach

Baroness Pitkeathley points out in her role as a member of the Commission on
Unclaimed Assets that banks and building societies were ‘extremely’ reluctant to
come into the scheme and in some cases, to even admit that they were holding
unclaimed assets. We are concerned that banks and building societies may therefore
need further compulsion to participate fully.

Whilst we can hope that banks and building societies will participate for the ‘prestige’,
Baroness Finlay’s amendment ensures that there is continued scrutiny on the
scheme and that there are fallback powers to ensure arrangements for reunification
are as effective as possible.

“We should remember how the money is going to be distributed... Again, the focus
is on making the capacity of the third sector greater than it currently is. We should
not assume that if we do not pass this amendment the charitable sector will be
forgotten-on the contrary.” Baroness Pitkeathley

The UACC is focused on the process of reunification of dormant bank and building
societies with their rightful owners and not the distribution process. Whilst dormant
bank and building society funds may be transferred and distributed to the charitable
sector, we believe that it is vital to get the process of reunification right before money
is transferred and distributed to good causes. We believe that charities and
consumers should receive the money that legally belongs to them. This will ensure
that we will not be forgetting the last wishes of people who have left legacies to
charities that may be lost in the form of dormant bank and building society accounts.
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Section 4 — Backqground information

1. Why is this Bill so crucial to charities?

If a person dies leaving undiscovered assets, and has left a percentage of their
estate to charity in their Will, then their chosen charities receive a percentage of an
incomplete estate, and miss out on their share of the value of the unclaimed assets.
Legacies are an extremely important source of voluntary income for the charity
sector. Although other fundraising methods such as sponsored events, direct mail
and ‘chugging’ receive more publicity, legacy income is, for a great many charities,
by far the largest single voluntary income stream.

The British Heart Foundation (BHF) relies heavily on legacy income to conduct its
critical work. Some 46% of BHF's total voluntary income comes from legacies,
amounting to over £47 million last year.

Another Coalition member, Save the Children, received 21% of its total voluntary
income from legacies in the last financial year — over £13 million.

In the case of another of the Unclaimed Assets Charity Coalition’s members, Cancer
Research UK, 33% of all its voluntary income comes from legacies, totalling over
£135 million last year. This income is crucial to Cancer Research UK’s ability to fund
life-saving research into the prevention, diagnosis and treatment of cancer.

2. What are Unclaimed Assets?

An unclaimed asset becomes “abandoned” when an owner or heir fails to
communicate with the holder of an asset over a period of years, known as the
dormancy period. The most typical reasons for assets becoming unclaimed include:

People failing to notify financial institutions of an address change
Customers forgetting about their investments

Change of name by companies

Customers making investments during their lifetimes without the knowledge
of their spouse or a family member. Following their death, their heirs may
be unaware of the assets left behind.

When a person dies leaving a Will, the Executor of that Will and/or the person’s next
of kin can miss paperwork relating to some assets when arranging the person’s
affairs. Similarly, relevant banking paperwork may have been destroyed or lost or
simply may not exist. As a result, assets belonging to the deceased person can go
unclaimed.

3. What do Unclaimed Assets have to do with charities?

This issue will affect a significant proportion of the existing unclaimed assets in the
UK. Efforts to release unclaimed assets in this country have always been extremely
limited and therefore we expect that the majority of such assets will have belonged to
people who have now died.

Since one in seven of all people who die leaving valid Wills leave legacy gifts 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.
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4. What are our main concerns about the Bill?

This Bill should offer the charity sector a unique opportunity to be enabled to claim
vital income which is lawfully theirs. The Bill should focus far more on the central
objective of reuniting people, including relatives and charities, with the unclaimed
assets that are rightfully theirs, instead of focusing primarily on how those assets
should be distributed. We believe that amending the Bill to address our concerns
and take the specific steps outlined above would ensure the right balance was struck
and maximise the Bill's benefit.

As drafted, the Bill will not require financial institutions to make data more easily
accessible to the general public; banks and building societies will simply be asked to
publicise the fact that they hold unclaimed assets. This will be of no help to people
who do not know which institution is holding a lost asset. And it will be of no help to
charities who will be trying to trace lost assets belonging to deceased people’s
estates.

We also believe that the current proposals pose a reputational risk to financial
institutions and to the Government, because there is a perception that institutions are
not doing nearly enough to help people reclaim assets belonging to them.

Our preferred option is the establishment of a register. A register would be easily
accessible and searchable by members of the public and charities, subject to
stringent proof of identity requirements described below. The key to a successful
scheme is to ensure maximum participation by financial institutions. There must be
transparency and a consistent approach by institutions to data access/transfer.
There are international precedents for such a scheme — the US, for example, has
many state-run asset registers. These case studies are outlined below and we
believe that the UK could learn valuable lessons from elsewhere.

5. How would such a system work and what examples are there of existing
systems?

We strongly believe that a register would not be overly costly to run; it is quite
possible that such a scheme could be self-financing. As above, it need not be
maintained by the Government.

It will, however, need to be created and maintained using stringent measures against
fraud, as applied by, for example, the many unclaimed assets schemes operating in
the United States. This means that no data (beyond confirmation of a match between
an institution holding an unclaimed asset and the details listed above — name of
asset owner, previous or last known address and date of birth - as inputted by
someone conducting a search) would be released unless and until full proof of
identity is produced to the institution holding the asset. This would be no less
rigorous than any other proof of identity required to access accounts.

We have sought legal advice from Withers LLP, which confirms that data protection
and fraud issues would not be a barrier to our suggested scheme.
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Existing successful systems —a US Case Study

The US has established an agency responsible for collecting, safeguarding and
returning lost or forgotten property to its rightful owner or heirs. Information about
unclaimed financial assets is stored on a central database which the public are able
to search on the internet.

One example of this is the US website www.missingmoney.com. It was established
in 1999 and is officially endorsed by the National Association of Unclaimed Property
Administrators and participating state governments. Through the website only
minimal data is needed to run an initial search (first name and surname), searches
are free of charge and data is refreshed monthly. A search will display name, last
known address and name of banking institution. It also shows whether the amount
found is more than or less than $100. Exact amounts are not disclosed until
information is verified.

The payment of fraudulent claims is extremely rare. Sources in the US have
commented that any issues of fraud relate to embezzlement of dormant accounts by
institution employees. There have been numerous reported cases of employees in
businesses accessing accounts of missing owners, due to the lack of monitoring on
these unattended accounts. This has been a particular problem in the case of
inactive bank accounts where bank charges, service fees or employee looting have
contributed to loss of funds. The adoption of unclaimed property laws has since
rectified this situation.

Safeguards are also put into place to protect against fraud and identity theft. When
an unclaimed property department receives a claim filed to recover an unclaimed
asset, their staff have an obligation to research the propriety of the claim as it
executes its directive to return property to the lawful owners. States have established
business rules which must be satisfied in order to verify that the claimant is entitled to
the property. There are also further identity authentication security checks in place,
including internal review processes and extensive audit trails that track the process.

6. What is the banking industry doing?

On the 30™ January, BBA, BSA and NS&l launched a tracing scheme:
www.mylostaccount.org.uk. This portal builds on the three existing central tracing
services. Whilst we see this as a step in the right direction, we need to recognise the
importance of being able to create a system that provides broader searches for a
broader range of financial accounts if necessary. It is also vitally important that there
is continued pressure and scrutiny on industry to get the reunification right, which is
what Baroness Finlay’'s amendment would provide.

The new online tracing scheme is problematic because it:

e is much less straightforward to look for lost bank accounts than it is to search

across building society accounts and the NS&I database

requires some knowledge of which institution the account is held in

only covers dormant bank and building society accounts

does not enable people to search across a broad range of banking institutions
is not clear whether the scheme incorporates different types of bank accounts
(e.g. internet banking accounts)

10
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e is not clear about what records are included and how far back records are
held
7. Is there public support for aregister?
Yes, there is significant public support for the introduction of a register. Cancer
Research UK, on behalf of the Unclaimed Assets Charity Coalition, commissioned
nfpSynergy to conduct market research to assess public attitudes towards unclaimed

assets in the UK. In answer to the question,

“Do you agree with the idea of a National Register of unclaimed bank accounts that
would enable you to check you or your relatives’ names for missing accounts?”

73% of respondents agreed (45% strongly), and a further 21% were unsure.

Of course, a register would not just benefit charities; it would also ensure that
members of the public could more easily access assets that are rightfully theirs.

11
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Section 5 - Appendix: Coalition members

NCVO

ACEVO

Oxfam

Action for Blind People
Parkinson’s Disease Society
Alzheimer’s Society

PDSA

Amber

Practical Action

Animal Health Trust

RNIB

Barnardo’s

RNLI

Battersea Dogs and Cats Home
RSPCA

BMS World Mission
Salvation Army

British Heart Foundation
Save the Children UK
Brooke Hospital for Animals
Shelter

Cancer Research UK

St Joseph’s Hospice
Canterbury Cathedral
Tenovus

Civil Service Benevolent Fund
The Diocese of Chichester
Elizabeth Finn Care

The Donkey Sanctuary

Epilepsy Action

The Elisabeth Svendsen Trust for Children &
Donkeys

Great Ormond Street Hospital

The Guide Dogs for the Blind Association
Guy’'s and St Thomas’ Charity

The Roy Castle Lung Cancer Foundation
Heart Research UK

The Royal British Legion

Henshaws Society for Blind People

The Royal Star & Garter Home

Hope and Homes for Children

The Scottish Seabird Centre

Institute of Fundraising

Unicef UK

Institute of Legacy Management
WaterAid

Marie Curie Cancer Care

World Cancer Research Fund

Methodist Homes for the Aged

World Vision UK

Musicians’ Benevolent Fund

Wakefield Riding for the Disabled Association
WWF (UK)

National Trust

YMCA England
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