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BCSB BULLETIN No. 10

In the three months since our last Bulletin we have moved forward with our risk-based approach to field monitoring, while following up our major research project on basic bank accounts and pursuing some important disciplinary investigations.  We have also been contributing to the preparations for the introduction of the new Codes, which have regrettably been delayed as mentioned below.

Please circulate the Bulletin within your organisation for information or action as appropriate.  Items which may require specific action on your part are listed in bold type.
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1. BANKING CODE DEVELOPMENTS

Independent Review of the Banking Codes

You are probably all aware of the delayed introduction of the 2003 versions of the Banking Code and the Business Banking Code, which will now take effect from 1 March.  The BBA’s launch conference has been rescheduled for 9 January.  We hope that Elaine Kempson’s final report and the formal industry response will be published within the next week or two.  Work is in progress on drafting the revised Codes and Guidance, which should be available before Christmas.  Bulk copies should be available for distribution (from the BBA) early in the New Year.

2. COMPLIANCE MONITORING AND ENFORCEMENT TOPICS

(i) Monitoring and enforcement activity

In the last quarter we have undertaken 16 monitoring reviews, including nine large subscribers and the first three visits dedicated to the Business Banking Code.  Overall assessments have been split approximately evenly between ‘Green’ and ‘Amber’.  We have also conducted a ‘pre-application review’ for a very large institution expecting to become a subscriber in 2003.

The Disciplinary Sub-Committee of the Board has concluded four cases.  The outcome of one case was published earlier this month and we shall be issuing a release on another case very shortly.  We are keen that, where the decision is taken to publicise breaches, the industry as a whole heeds the lessons to be learned.

(ii) Subscriber Business Profile and Annual Statement of Compliance 2002

We sent out the Subscriber Business Profiles on 28 August, for completion as at                   30 September.  A significant number are still to be received by the due date of 31 October, and we would remind you of our request for a copy of your latest Annual Report and Accounts to accompany the SBP.

Your Annual Statement of Compliance return as at 31 December 2002 is enclosed in the same mailing as this Bulletin, with an explanatory letter.

(iii) Basic accounts
I wrote at some length in the last Bulletin in July about the research that we and other bodies have undertaken into the availability of basic bank accounts, their ease of opening for typical customers, and the availability of information on the accounts.

Since then we have held two useful seminars, one for the subscribers that provide basic accounts, who were all covered by our research, and the second for a broad mix of representatives of organisations representing consumers and the financially excluded.  We were particularly pleased to welcome representatives of Government and the FSA, and the Chief Executive of NACAB (National Association of Citizens Advice Bureaux) as speakers at the latter meeting, alongside the BBA and our own Directors.
While we have given the subscribers involved the detailed findings of our research, we have decided not to publish our full report at present.  This recognises that this is a time of rapid change, when the industry is gearing up to the launch of ‘Universal Banking Services’ in conjunction with the Post Office, and preparing for the payment of benefits to over 13 million recipients by automated credit transfer starting from next April.

Within the spirit of the Banking Code, we see a need for more readily available information in branches on basic accounts where they are on offer, and in a number of cases we identified efforts to sell customers more complex or risky products (i.e. with borrowing facilities) than a basic account applicant would need.  We would like to see some strengthening in the current Code review of the requirements for provision of information on basic accounts.

We are not sure that the typical charges made for unpaid direct debits are compatible with the concept of a basic account, and we are aware of the problems that many financially excluded people have in relation to identification and address verification.  We recognise the role of the FSA and the Joint Money-Laundering Steering Group in seeking practical solutions to the latter issue.  If you would like more information, please speak to Roger Knight.

(iv) Banking Code Section 9.2: Interest Rate(s) on Credit Card Statements

We have mentioned in previous Bulletins the saga of how APRs should be calculated to be shown on credit card statements, to carry out a recommendation of the Cruickshank report.  We are now expecting Professor Kempson’s report to conclude that the difficulty of calculating meaningful APRs for products which charge a variety of rates, including promotional introductory rates, is such that this should not be pursued as a Code requirement.  In the meantime, we have continued to adopt the stance that failure to show APRs is not a breach issue under the Code.  

3. BCSB NEWS

(i) New Subscriber

The Board has approved the application of The Charity Bank Limited, whom we are glad to welcome as a subscriber to both the Banking Code and the Business Banking Code.

(ii) BCSB ‘Relationship Managers’

Roger Knight and our four field monitoring officers have been busy getting to know the Compliance Officers of their respective portfolios of Code subscribers over recent months.  We hope you have found value in the extra depth this has given to the BCSB service.  We initially used the term ‘account manager’ to describe this role, but the team felt this had a slightly inappropriate connotation of sales activity.  We have therefore now adopted the title ‘Relationship Manager’ instead.

(iii) BCSB ‘Roadshows’ 2002

This year’s ‘roadshow’ presentations are now in progress and the feedback to date has been encouraging.  We have had useful discussions about the expected outcomes of the Code Review, even though our original plan and timetable for the seminars was based on being able to examine the impact of a finalised text.  Total registrations for the seminars have numbered over 150.

(iv) BCSB User Group

We are not holding a User Group meeting this autumn, as it would partly duplicate our current round of ‘roadshows’.  The next User Group meeting will take place on Wednesday, 29 January 2003, and we are writing separately to give notice of this to members of the Group.  Any subscriber is welcome to suggest topics for discussion by the User Group; please feel free to contact your Relationship Manager or another member of the BCSB team.

(v) Christmas and New Year
The BCSB office at St James’s Square will close for Christmas and New Year, from midday on Christmas Eve, 24 December, reopening on Thursday morning, 2 January 2003.  Any post or faxes received during this period will be dealt with on 2 January.  Responses will be left on the email addresses and telephone voicemails of individual BCSB staff, advising when messages will be read or listened to and actioned.

Our staff will be available to attend to calls to the BCSB Helpdesk in the normal way during this time, apart from the public holidays.  Any urgent messages can therefore be left by calling 020 7661 9694.
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