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The current debate





All sorts of telephone numbers are suggested as the total quantity of lost financial assets of individuals in the UK - such as £60 billion.  The Unclaimed Assets Register


(www.uar.com) estimates the value of unclaimed life policies to be  £1 billion, which


is an absurdly low estimate, when for example just the quantity of £1 coins which have been lost, probably down the backs of sofas, is estimated to amount to £300 million.





Life assurance companies say they distinguish between surpluses resulting from unclaimed policies and those resulting from under-declaration of bonuses known as "orphan assets". Though I understand that the former are sometimes reclassified as the latter. This is a grey area. Policies may be becoming lost altogether, which is perhaps a reason for the low estimate on the UAR.





Another grey area is the topic of  dormant accounts. The FSA defines a dormant account as follows:  





"If an account has not been used for some time (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'."





Thus accounts can become dormant in as little as 1-2 years. An endowment policy  cannot become unclaimed until the policy matures. Whole  life policies take longer. The  company does not know if a policyholder  has died unless notified by relatives. 





In an article Dormant accounts boost profits  the Financial Times reports:





"Banks have been using money from customers' dormant accounts to bolster


their profits."  (20th April, 2004, page 3)





It gives a specific example in Blair presses banks on dormant accounts:





"Barclays revealed that in  its 2002 accounts there was an extra windfall


of £59m from dormant accounts at Woolwich, the building society the


bank bought in 2000." (22nd April, 2004, page 4) 





Martyn Jones MP and charities represented by The Balance Charitable Foundation for Unclaimed Assets (www. balancefoundation.org.uk), have been campaigning for the


cash in dormant accounts to be given to charity.  This campaign has the support of   the Chancellor, Gordon Brown. It was mentioned in the March 2004 budget. There  needs to be a  comparable effort to find the holders of dormant accounts and prevent accounts becoming dormant in the first place. 





The Dormant Accounts Act (2001) in Ireland requires banks to give the cash in


dormant accounts to charity - via the Dormant Accounts Fund. This  Act does not include life assurance policies. The banks had two years' grace to trace the owners first. About  60 per cent of the missing account holders were traced before the deadline. 





Identity numbers





The Government is planning  to introduced identity cards and an associated National Identity Register,  on which according to the draft bill: 





"Each person will have a 'national identity reference number' together with other  relevant reference numbers recorded (e.g. national insurance number, or passport number)." (2.9)





This implies that the new identity numbers will not replace NI numbers. Surely they should?  





A Population Register is also proposed. This will provide personal addresses but only for government departments and agencies. Could it not also provide addresses for anyone else, especially financial companies who have lost contact with their customers?  Or instead of providing addresses,  the Register could provide a letter forwarding service  for people would  want their addresses to be confidential. 





The term "unclaimed assets" implies there is a need to claim, which there should not be as far as possible.  This is putting the onus on the customer. The total amount of the unclaimed prizes of the National Lottery is over  £600 million. Some people find they have won,  but neglected to claimed within the required 180 days. 





Rather than  having to make a claim, Camelot should find you. This applies to all kinds of investments. Tracing investors could be facilitated by the new identity numbers, by recording  these numbers when  you buy a lottery ticket or other kind of investment such as shares. Identity numbers are given at birth and can therefore be


used for Child Trust Funds. 





The Population Register could then be used to trace investors if contact has been lost. 


This will use identity numbers, in the same way that  the Letter Forwarding Service of the DWP uses NI numbers; which it says are "very useful" to trace people, though not necessarily essential. 





But financial companies need to know the identity numbers of their customers. They know the NI numbers to some extent already.  The new identity numbers and NI


numbers should be the same.





Building societies are reported to be generally more cooperative  and helpful than banks in disclosing the existence of dormant accounts, and in trying to trace the owners. Neither banks nor building societies  seem to know the NI numbers of their customers in general,  with probably some exceptions.





Life assurance companies do or do not know NI numbers depending on  the "product". Personal and stakeholder pensions do and life assurance policies do not. Identity numbers should be on all savings "products". 





Having the identity number on accounts and savings contracts, could be useful for investors to help them keep tract of investments. There are various kinds of numbers on for example ISAs such as:  "plan number", "contract number", "reference number", "ISA number", "your client number". Both the actual numbers sometimes change and one kind of number is sometimes replaced by another kind of number. This causes


confusion for investors. 





Investments are lost mainly when people move house or die. Assets go unclaimed when executors do not make claims for the estate of the deceased. Relatives may be


difficult to trace because the Letter Forwarding Service "does not forward letters to the deceased".   





Financial companies should be informed when their customers die by the Population Register. Occupational pension schemes know when their pensioners die, as they are informed  by the Inland Revenue. 





Lost shares





After a 12-year period - during which the company "must have made reasonable efforts" to make contact with a lost shareholder - if shares are still unclaimed and the shareholder cannot be traced, they can then be  cashed in, and the cash  is  paid into the Court Funds Office (where it does not earn interest).  Tracing shareholders would be easier if their identity numbers were recorded by company registrars. They could then be traced though the Population Register. 





Windfall shares from former building societies are subject to different rules. They may be cashed in if the shareholder cannot be found after only three years. Then the money is placed in a holding account for a further nine years. After this total 12-year period, if they still remain unclaimed, they can be re-absorbed back into the building society’s reserves. Bradford and Bingley  sold unclaimed shares from its flotation for £45 million and Woolwich for £72 million. 





Trade associations are involved with different kinds of  lost investments:  The British Bankers Association, The Building Societies Association,  Association of Unit Trusts and Investment Funds, Association of Investment Trust Companies. 





The need for legislation





There are at present discussions about dormant accounts between the Government,


banks represented by  The British Bankers Association,  and  charities represented by The Balance Foundation for Unclaimed Assets.  Who is representing investors? 


This discussion concerns existing lost investments. There needs to be another,  or wider discussion about how to prevent investments becoming lost in the future. 





The development of suitable procedures and computer systems in conjunction with the Population Register will help financial companies  keep in better contact with their customers.  Some of the cash in dormant accounts could perhaps even be used to help develop such computer systems.





It is inadequate for  financial companies just  to say:  "we make every effort to find lost customers". There needs to be legislation specifying the procedure to be followed if a financial company has lost contact with a customer, such as contacting  the Population Register which should notify  financial companies when their customers die. The legislation should require identity numbers to be recorded on all kinds of accounts and savings contracts.
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