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How can a ten pound overdraft spiral into a debt of hundreds or even thousands of pounds?

Because banks charge their customers for going into the red unauthorised. This means there isn’t enough money in your account for your next direct debits, which means you’re overdrawn again, which means you get charged again, which means you don’t have enough money to cover your direct debits…

The Northern Ireland Consumer Council says that the “big four” banks here – First Trust, Bank of Ireland, Northern Bank and Ulster Bank – are even worse than banks in the rest of the UK for charging excessive fees.  Customers we spoke to told of charges of £30 or £60 just for being a few pounds overdrawn. One woman said a debt of £250 had gone up to over £1200 because of interest and accrued fees.

But you can get this money back. Over 60 people in N Ireland have challenged their bank’s unfair charges, gaining refunds totalling over £32,000, says a Consumer Council spokesperson. One customer in England received £17,500.  Over 6000 people have called the Consumer Council banking team for advice on getting their fees back.

Doing this relies on one simple fact, which is that banks can only charge costs in proportion to the actual costs they incur. In other words, they can only charge you for the actual administrative cost involved in sending you a letter to say you are
overdrawn, or in bouncing a cheque or refusing a direct debit. Does it
really cost a bank £35 to send out a letter?

Banks are entitled to levy a fee to cover their administrative costs if a customer violates the terms and conditions of their contract, says the Consumer Council. But the charges must reflect the genuine costs of the administration. A report by BBC2’s The Money Programme estimated that it costs, at most, between £2.50 and £4.50 to send out a letter saying you are overdrawn. Anything over a reasonable administrative cost is disproportionate, and you can apply to have it refunded. 

But what if the bank refuses to give you your money back? 

Then you can take them to court.

Today’s North Belfast News gives you all the information you need to challenge your bank and get your money back. Consumer groups say that the charges are
disproportionate. The banks disagree. Yet they have paid out thousands to customers in refunds. There’s no set precedent though and the banks are
still developing their policies. There’s no guarantee of winning – but the majority
of people have. 

On the next page, we print sample letters for you to use when contacting your bank. You can request a refund for charges going back six years and totalling £2,000 (£5,000 in the UK). 

Boxout: readers’ stories

We spoke to people in north and west Belfast, who had been charged or knew
someone who had been charged excessively by their banks. 

One woman, Linda Harvey, said her bank the Halifax charges her £30 for every day she is overdrawn. Over the past few years she has been banking with them, she estimates she has lost around £500-600 in charges. 

“The Halifax also have a policy where they don’t log the money you put in that day,” she added. “If you put some money into your account, and then write a cheque for the amount, they will bounce the cheque even though you have enough money in your account. It doesn’t officially clear until the next working day. I asked them why the end of the business day wasn’t good enough, and they said they only counted the start of the working day. This has cost me money in charges more than once.”

A north Belfast worker says her son’s dispute with the Ulster Bank has spiralled to £260 in four months, with the bank saying they will close his account if the fees are not paid.

“He was one pound short of the amount needed for his phone bill, so the bank didn’t put through the direct debit,” she said. “They charged him £30, which put him in the red. He’s on the dole so he couldn’t make the money up – he kept getting charged for being overdrawn and now it’s over £260.” 

Martin Morris from the New Lodge estimates he has “easily” lost hundreds of pounds from fees incurred with the Bank of Ireland. The bank has said this is due to “notified fees and notified charges”, he says. As a father of two, he will be “definitely” applying to get this back, he adds.

One woman, who did not wish to be named as she is still in a dispute with the Bank of Ireland, said she was overdrawn two years ago by only £14, because her wages were late. When she received her next statement, there were charges of £79 and £40 taken out. The bank said this reflected “quarterly charges” and refused to refund the money. The woman pointed out she had been a customer for ten years and had
never been overdrawn – to no avail.


Page 2 – your guide to getting your money back

Step 1 – try the polite approach first. Write to or phone your bank pointing out the charge levied on your account. If it’s an oversight on your part and you’ve never been in the red before, tell them this. In many cases the bank will agree to refund your money at this stage.

Step 2 – if the bank doesn’t agree to refund you, you need to put your request in writing (letter 1 below), laying out why you think the charges are unfair or disproportionate, and asking for your money back. You can also request interest on the money taken. 

You can claim for charges dating back six years, but you will need a full detailed statement. Send a letter requesting this information under the Data Protection Act (see letter 2 below). You will normally be charged £10 for this – save time and enclose a cheque for this amount with your letter. 
The bank has 40 days to get back to you – if they don’t, send a reminder letter. If they still don’t get back to you, ring the Information Commissioners’ Office for advice on lodging a complaint, on 9051 1270.

Step 3  - your bank will respond in one of three ways – it will refund you the full amount, it will agree to refund you a partial amount, or it will argue that the charges weren’t unfair or disproportionate, and so you are not entitled to a refund.

It’s up to you if you want to accept a partial payment. An offer of £300, for example, when you’re claiming £400, might be acceptable. But it is more likely that the bank will refuse to pay out. This takes you to your next step – the Small Claims Court. 

Tell your bank of your intention to claim the money back through the Small Claims Court. You will have to pay up to £60 to lodge an application, but you will get this money back if you win.

Before going to court, you also have the option of sending another letter, referring to your first and warning the bank that if they do not pay the amount requested within seven days, you will issue court proceedings. You could also agree if you want to accept a reduced sum in settlement before court, e.g. 75 per cent of the money owed.

It is sometimes useful to send this additional letter as a bank might then agree to refund you without you having the hassle of going to court, but it is not essential. If you feel the bank will definitely not pay out, don’t bother sending them another letter asking for your refund. 

If you do send a second letter, you must write “WITHOUT PREJUDICE” on it so that you are not held to the terms you suggest in it. Your bank could flatly refuse to pay you anything, for example, then argue if you take them to court that you have already said you don’t want the full amount.

Step 4 – go to court! It shouldn’t to come to this, says the Consumer Council, but you are entitled to take the bank to the Small Claims Court if they refuse to give you your money back. 

You can register your claim online at www.courtsni.gov.uk, or contact the Consumer Council’s banking team on 90 672488. Once the papers are served the bank has 14 days to respond. 

Good luck!



Letter 1 – first request for refund, pointing out that you feel the charges levied are disproportionate:

[Your name]
[Your address]
[Date]
[Bank’s name]
[Bank’s branch address]

Dear Sir/Madam,

Complaint about  unfair penalty charges  - request for refund: [Name of Account, Sort Code, Account Number]

I wish to complain about the disproportionately high penalty charges you have applied to my account. [Give details of when you were overdrawn, how long for, and what penalty was levied. For example, “In March 2006 you charged me £75 for being overdrawn by £12 for two days.”] I enclose a copy of the relevant statement/s.

It is my view that the charges imposed on my account were excessive and I request that you refund these charges to my  account within the next seven days.

These penalty charges can be challenged under the Unfair Terms in Consumer Contracts Regulations 1999 (SI 1999.2083), that states in paragraph 1(e) of schedule 2: 

“Indicative and non-exhaustive list of terms which may be regarded as unfair – 1. Terms which have the object or effect of – (e) requiring any consumer who fails his obligation to pay a disproportionately high sum in compensation.”

I reserve the right to start court proceedings without any further notice. 

Yours faithfully,

[sign name]
[print name]


Letter 2 – requesting six years’ statements through the Data Protection Act.



[Your name]
[Your address]
[Date]
[Bank’s name]
[Bank’s branch address]

Dear Sir/Madam,

Request for information under the Data Protection Act for account:
[Name of Account, Sort Code / Account Number]

I am writing to request, under Section 7 of the Data Protection Act, a full list of the charges applied to my account. If a list of the charges is not easily available I will accept a copy of the information contained in my statements for the same period.

I understand that under the terms of the Data Protection Act you have forty days to respond to my request and that you will inform me promptly of any fee payable (which will not exceed £10).

Yours faithfully

[sign name]

[print name]
ENDS
