


  Response of UK Cash Supply Alliance to the Questions Raised in the Consultation Process of the  Future of Payments Review 2023.
1. Introduction
 
This paper has been prepared by the UK Cash Supply Alliance, a not-for-profit  organisation set-up to and supported by those who want to see a long-term role for cash in the UK economy, in the public interest.

Before turning to questions raised about the future of UK payments, this paper will examine what has gone before. 

Understanding the past can assist in planning the best future, for both the British public and economy.

2. Payments and Payment Methods – Past and Present

First there was barter.

Cash, in the form of coins, first appeared on the planet around 600 BC, though not seen in what we now call the UK until centuries after. Coins were valued on the basis of their metal content.

There is evidence some coins were circulating in the South of the UK in the 1st century BC.

Eventually, the Romans brought coins to the whole UK in the 1st century AD.

The Romans did not really bother about the cold North of the Small Island – but those beyond Hadrian’s Wall used Roman coins when they wanted to trade with the prosperous South. There was no other way to begin to Level Up in the 2nd century AD.

The Romans finally left the UK in the early 5th Century. It has been well recorded that the UK declined for centuries following the departure of the Romans. Those centuries became known as the Dark Ages, with order and relative peace replaced by disorder and chaos.
Historians treat the Norman invasion of 1066 as the end of the Dark Ages.

However, in terms of progress in Payments, the 9th Century was notable for the creation of the Royal Mint, which was founded in 886, just twenty four years after French Mint, the Monnaie de Paris. The Royal Mint is the 10th oldest company on the planet and to this day is responsible for the production of the UK’s coins, under the ownership of HM Treasury.

Essentially, coins were the only means of payment used in the UK between Roman times and the 17th Century, though Promissory Notes – a financial instrument in which the payer agrees to pay the payee a determinate amount of money in circumstances which are agreed and recorded on the Note – had been used as private money between wealthy individuals over many centuries.

Cheques, as we know them today, first appeared in the UK in 1660, issued by Goldsmith bankers as a means of granting loans. Cheques in those far off days entitled the recipient to redeem the instrument for the equivalent in gold of the monetary value recorded on the face of the cheque. 

The Bank of England was founded in 1694 and is the World’s 8th oldest bank. It was owned by stockholders until 1946, when it was nationalised. In 1998, the bank became an independent public organisation, wholly owned by the Treasury Solicitor on behalf of the government.

It was until the mid-18th century that banknotes were produced in fixed denominations, with the first of that style being minted £50 notes. Those banknotes entitled the bearer to redeem the paper for the equivalent value of gold. Banknotes continue on this “Gold Standard” basis until 1931. 

More than a century was to elapse between the printing of the first £50 banknote  until the next major development in payments; the launch of Wire Transfers in 1871. International Wire Transfers followed on from the initial launch within the United States, facilitated by transatlantic cables laid in 1858.

1960 was the year when it became legally accepted that wags would be paid into bank accounts, rather than paid in cash. For the first time, the British public had to visit a bank branch to get their cash.

1967 brought the worlds first ATM, at a Barclays bank branch in the London Borough of Enfield.

 The modern era of international fund transfers did not start until the creation of SWIFT ( the Society for Worldwide Interbank Financial Telecommunications) in 1973. SWIFT provided unified easy-to-understand messaging service that connected banks efficiently and securely. British banks had leading roles in SWIFT.

British banks had the year before – in 1972 - launched Bacs (Banks Automated Clearing Systems),  as an alternative to cash and cheques.

1972 also marked the launch of the Access Card by a consortium of British banks. This credit card was dropped unrequested through millions of UK letterboxes, with each card providing a minimum of £100 credit facility.  Barclaycard had been the first British credit card when launched in 1967, but the Access Cash was the first mass marketing of credit cards in the UK, a mass marketing that completely ignored the ability of the card recipients to fund repayment of the credit extended.

Online banking was launched in the UK in 1983 Nottingham Building Society. The service was considered massively ahead of its time. Users had a dedicated computer terminal, connected to both their telephone line and tv. The service utilised the Post Office’s Prestel Viewlink system, providing customers with both banking and shopping opportunities.

CHAPS – Clearing House Automated Payment System – was founded in 1984 by the Bankers Clearing House. Chaps is one of the largest high-value payment systems in the world and provides efficient and irrevocable sterling payment in real-time.

1986 was the year that bank and building society branches reached their peak of over 21,500. By 2021, this had declined to 8000 – and the closure programme continues.

1987 saw the launch of debit cards in the UK, allowing customers for the first time to use a plastic card to access funds in their bank-provided  current account.

In 1995, six years after the World Wide Web was invented in 1989 by Tim Berners Lee, internet shopping in the UK was launched by retailer WH Smith.

In 1997, Nat West launched the UK’s first full-service internet banking. 

The LINK UK ATM Network was created in 1998,  21 years after the first ATM was installed in the UK, finally connecting virtually all UK ATMs and commencing progress towards truly convenient access to cash for the UK public.

2000 saw Independent ATM Operators directly join the LINK ATM Network for the first time. This led to vast improvements in the cash access enjoyed by the British public. In the next 15 years around 40,000 ATMs were installed. 

Contactless cards were launched by Transport for London in the shape of their Oyster card in 2003.

IN 2005, LINK UK ATM Network is paying ATM operators around 40p for an ATM cash withdrawal.

Barclaycard launched the first bank-provided contactless card in 2007.

2007 also saw the UK launch of Apples iPhone – the world’s first Smartphone.

2008 saw the launch of Faster payments in the UK.  The service facilitates real-time payments of up to £1 million, initiated online, mobile or via telephone banking. This is made possible by banks, building societies, FinTech’s and payment service providers connecting to a secure Faster Payment System central infrastructure.

2009 also brought the launch of Bitcoin, the world’s first “mined” Crypto Currency, running on decentralised blockchain rails.

2010 marked the official start of the “war on cash”, announced by Mastercard in October that year.

The first banking app in the UK was launched by in 2011 by the Royal Bank of Scotland. This was also the world’s first fully functioning banking app.

In 2014, Starling Bank was launched, providing app-based banking independent of the UK High Street Banks.

2014 also saw the Transport for London allow contactless Visa and Mastercard plastic to be used for payment at London Underground ticket barriers. This marked the start of the rapid increase in contactless card use in the UK.

In 2015 Apple Pay launched in the UK.

In 2016, Open Banking Limited was incorporated. It was an initiative of the Competitions and Markets Authority, funded by eight banks and one building society. Open banking allows financial data to be shared between banks and 3rd party service providers, via application programming interfaces (APIs).

In 2016, there are over 70,000 ATMs in the UK, up from 25,000 in 1998. The UK public was at last on the way to having convenient access to cash via ATMs in most communities.

2016 saw LINK SCHEMES HOLDINGS LIMITED (LSHL) created, a not-for-profit set up to run the LINK ATM Network. The board of LSHL considers itself free to set the interchange levels for all LINK ATM network transactions as it sees fit, rather than by reference to any cost-of-delivery considerations or previous regulatory rulings.

In 2017, Mastercard acquired Vocalink, the company which processes over 90% of UK salaries, 70%+ of UK household bill payments and almost all state benefits. Vocalink provides the rails for Faster Payments, Bacs and the LINK ATM Network.

Also in 2017, the Bank of England assumed responsibility of the CHAPS system: setting the rules and technical standards for the system and acting as an end-to-end risk manager. CHAPS is the only user of the Banks Real Time Gross Settlement system.

2017 was a busy year, because it also saw the launch of the UK’s New Payment Systems Operator, to assume control of Bacs, Faster Payments, the Cheque and Clearing Company, Direct Debits, The Account Switching Service; and Cash ISA transfer services. It was renamed PayUK in 2018.

In 2017, the board of LINK SCHEME HOLDINGS limited announced a 10% cut in LINK cash withdrawal interchange. This reduction targeted reducing the interchange to around 22p per cash withdrawal. In 2005, it was 40p. Experts warned LINK that thousands of ATMs would be lost through this arbitrary reduction in the fees paid to ATM operators. 

In 2021, HM Treasury published the terms of reference for a Central Bank Digital Currency (CBDC) Taskforce. This taskforce is co-chaired by the Bank of England and HM Treasury. Its purpose is to ensure a strategic approach and close cooperation between various UK authorities, as they explore the potential for a UK CBDC.

2022 brought the Financial Services and Markets Bill, which included powers for HM Treasury to stipulate in Policy Statements, annually or more frequently, measures to be taken to safeguard “reasonable” cash access in the UK. Cash access includes provision of withdrawal and deposit opportunities. The Bill gained Royal Assent in June 2023 and the HM Treasury Policy Statement is currently expected during September 2023.

By 2022, the number of ATMs in the UK has fallen by over 20,000 since LINK SCHEME HOLDINGS LIMITED announced arbitrary interchange reductions in 2017. Worrying, nearly 30% of free-to-use ATMs have been lost in this short timeframe. Numbers continue to fall in 2023.

2023 has seen work continue on New Payment Architecture, an initiative of PayUK. This is intended to provide a new way of processing payments in the UK. It would replace the existing Faster Payments scheme and lay out the framework for a replacement to the Bacs scheme.

In June 2023, the Payment Choice Alliance (an initiative of the UK Cash Supply Alliance) commissioned YouGov to carry out a survey of the British publics current use of and preferences in relation to cash. The survey found that only 3% of UK adults NEVER use cash and 33% use cash every day or up to 6 times per week. The survey also revealed that around 56% of adults usually have £20 or more in their wallets; 52% prefer to tip in cash; and 71% want to see a law passed to compel businesses to accept cash for payments.

In 2023, there is, according to the Bank of England, over £90 Billion of cash in notes and coins in circulation. That amount has never been higher.

On July 11 2023, HM Treasury announced the Future of Payments Review 2023, chaired by Joe Garner, a former CEO of Nationwide Building Society. The review aims to report on the steps need to successfully deliver world leading payments in the UK. A Call for Input on the review ends on 1 September 2023. 

The UK CSA believes that the continuing importance of cash today, for both the British public and British businesses, means that cash must play a significant role for the foreseeable future in any world leading payments system put in place for the UK.   

3. Responses to Questions Raised in Call for Input on the Future of Payments Review 2023.

Three questions are raised. The responses of the UK Cash Supply Alliance are recorded below, after each question is restated.

1. What are the most important consumer retail payment journeys both today and in the next 5 years? For example, paying a friend, paying a bill, paying businesses for goods and services, in the UK or internationally etc.

Response of the UK Cash Supply Alliance:
According to Statista, over 80% of the UK population will make a purchase online in 2023. 
In March 2023, 89% of adults used internet banking, 64% via Apps or devices.
However, despite the internet-savvy of so many adults, it has recently been reported that only 26.5% of all UK retail sales in May 2023 were made online, a decline from the highest level of 37% reached during the pandemic.
These statistics make it very clear that, whilst online shopping is of importance to the public and within the skill set of many, in-person purchases remain the preference and  the dominant retail journey for UK consumers.
Since in-person shopping invariable involves travel, how payments are made for both travel and parking – where car travel has been involved – clearly continues to be of crucial importance to UK consumers.
The importance of cash to the British public was underlined by the YouGov survey results from June 2023, referred to in more detail in Section 2 (above). In summary, only 3% of adults NEVER use cash and  71% of British adults want a UK Payment Choice Act on the statute books, compelling businesses to accept cash for payments.
Unfortunately, a growing problem facing consumers is the increasing number of businesses not accepting cash. This extends to local authority owned Leisure Centres, where private contractors operating the centres have often opted unilaterally to impose “cashless”. This impacts everyone who wants to use cash but, of course, completely financial excludes the millions of people who ONLY use cash in their day-to-day lives.
In the grocery environment, self-check-outs now often do not accept cash. Having one staffed till and a dozen “cashless” self-check outs can hardly be portrayed as a good customer experience. It certainly does not reflect the preferences of the public as to how they prefer to pay.
More “cashless” issues are increasingly arising in relation to car parking and travel. 
App only car parking is an operational model that invariable financially excludes those without a Smart Phone. Those who can only use cash or wish to do so are extremely inconvenienced, to the extent that some reportedly return home without having been able to shop. 
Similarly, reliance on ticket machines rather that staffed Ticket Offices inconveniences cash users, particularly when an increasing number of ticket machines do not accept cash.
Worryingly, even where cash is accepted in car parks and at ticket machines, customers are now in some cases facing higher charges for cash use as compared to “cashless” payments. This is obviously another imposition that financially excludes and unfairly penalises those who want or need to use cash.
In the view of the UK Cash Supply Alliance, legislation that compels the acceptance of cash by businesses – a UK Payment Choice Act –  is vital to safeguard the interests of the vast majority of the UK public who continue to use cash. The legislation also needs to prohibit the imposition of higher charges on cash users.
Of course, acceptance is only one element – albeit an absolutely crucial one – of the consumers journey in relation cash retail payments.
The other crucial issue is cash access. Cash access is defined in the recent Financial Services and Markets Bill as the availability of both withdrawal and deposit facilities.
The word “reasonable” has become fashionable of late in connection with the provision of cash withdrawal and cash deposit facilities. The problem with this word is defining what is “reasonable”.
It is the strongly held view of the UKCSA that reasonableness today must be evaluated by analysing data related to prior provision of cash facilities, verifiable changes in cash usage and current provisions.
As a real-world example of a relevant analysis of cash withdrawal facilities, in May 2023 LINK ATM transaction volumes were 132 Million, compared the May 2019 level of 232 million. This represents a decline of 43%. However, comparing again the same months, the value of cash withdrawn from the LINK ATM Network has declined by only 32%. This is against a backdrop of a 17% fall in ATM numbers over the same four year time period.
Adjusted for the fall in ATM numbers, the average LINK ATM is dispensing around 80% of the cash dispensed in May 2023 as compared to May 2019.
This analysis indicates that a reasonable provision of cash withdrawal facilities in 2023 would be 80% of 2019 levels. 
On this basis, a community which had five cash withdrawal ATMs in 2019 should have four such ATMs in 2023.
Unfortunately, many communities have seen ATM numbers decimated in the last four years, often with one ATM left in 2023 where there were five or more in 2019.
However, the Link Scheme Holdings Ltd Board, in reviewing the current situation and using their own current measure of reasonableness: “is there a free-to-use ATM with a radius of one kilometre as the crow flies?”, would no doubt conclude that the provision of one ATM was “reasonable” in any community. It is obvious that this measure is crude. It is also  ineffective in practice, since it takes no account of population density, neither of geographic features which may mean that the actual distance between machines is considerably greater, or that it may be inaccessible to disadvantaged consumers.

The UK CSA believes that there must be an independent review of the levels of cash withdrawal and deposit facilities that are to be provided in communities around the UK. The UKCSA would want to participate in the review. The review should also examine how the levels of provision are to be monitored and controlled.
As regards UK consumer retail journeys not involving cash, the UK Cash Supply Alliance believes that these are generally well catered for in terms of options. However, fraud involving such transactions is of growing concern. Even car parks have seen digital frauds. The public is becoming increasingly wary. Much work needs to be done to improve payment security and restore public confidence. 


2. For these journeys today, how does the UK consumer experience for individuals and businesses compare versus other leading countries? For example, the quality of experience, security or cost.
Response of the UK Cash Supply Alliance:
There are no laws in place to protect consumer payment choice in the UK today.
The public are at the mercy of the sometimes whimsical behaviour of businesses, epitomised by the decision  of a shop in Glasgow a few years ago to only accept Bitcoin as a payment method.
Other countries safeguard the public interest much better. Many countries have laws to protect the right of the public to use cash.
Perhaps the most interest law took effect in Spain last year.
The Spanish statute allows businesses to opt accept only cash for purchases under 30 Euros. From 30 Euros to 1000 Euros, businesses must offer customers a choice, normally to include cash and cards; above 1000 Euros, businesses are not permitted to accept cash.
There are differing views on the 1000 Euros upper limit for cash use – the European Central Bank would prefer a higher limit – but the direction of travel of the law has been widely welcomed. The dangers of “cashless” financial exclusion and limitation of choice for the public in general are minimised, whilst guaranteeing that a selection of payment methods, including cash, are accepted in the range of transaction values covering probably 99% plus of regular consumer purchases.
It is, of course, important that a Payment Choice Act contains provision to penalise the small minority of businesses that will try to resist the public’s right to exercise payment Choice.
From the point of view of especially Small to Medium -sized Enterprises (SME), cash is vital. Such businesses often find it impossible to obtain reasonable fee-levels from Card Schemes and digital payment providers. This position would assuredly worsen should cash be removed as an alternative for businesses to accept. Big retailers and other businesses can usually get very advantageous terms from the likes of Visa and Mastercard. Small businesses cannot.
Small businesses are also badly impacted by Card Scheme charge-banks and fund retention, measures which damage margins and threaten cash flows. 
As well as facing high Card Scheme fees, businesses are now finding it difficult to obtain cash for their till floats and also to find bank branches where they can deposit their cash takings. Even when a branch can be found which accepts cash deposits – not all do- businesses are invariably finding that banks are increasing the cost of depositing cash.
Banks have also resisted innovation to make cash handling and processing more convenient for businesses. LINK ATM Network has had a transaction available since 2026 that would allow the customer of any bank to deposit cash at any ATM with a deposit-taking capability. This would make it much easier for businesses and the public to deposit cash BUT no bank has implemented the transaction.
In addition to the above issues, banks are now reportedly attempting to force businesses into going “cashless” by limiting the amount of cash the businesses can deposit. If a business refuses to comply with this imposition of “cashless”, their accounts can be subject to closure.
Ultimately, small businesses can literally put out of businesses by banks and Card Schemes. With choice on the High Street already at record low levels, the British public can ill-afford to lose more small businesses.
To sum up, for both the public and businesses, cash access, deposit and acceptance are less well catered for than in many other markets. 
The UK CSA believes that there is a requirement for a UK Payment Choice Act, which must include provisions to compel businesses to accept cash directly for payments. This would legally safeguard the right of the British public to use their cash, when and where they choose. 


3. Looking at the in-flight plans and initiatives across the payments landscape, how likely are they to deliver world leading payment journeys for UK consumers? For example, we welcome suggestions that you feel would support, or are essential to delivering, world leading payments for UK consumers.
Response of the UK Cash Supply Alliance: 
In responding to the first two questions, the Alliance has already provided evidence of the importance of cash to both the British public and businesses, particular the SME sector.
Our comments in this section will concentrate on how cash can be made to work better for the public and businesses.

3.1 Retail Cash Distribution 

The Financial Services and Markets Act 2023 is a key piece of legislation to be considered. 
The 1st Reading in the House of Commons of the Act took place on 20 July 2022.
The Royal Assent for the Act was only received in late June 2023. 
Only Part 2 of the seven part Act deals with access to cash – and Part 2 is the smallest section of this 346 page document, with only four lines of text. 
Those lines of text basically refer readers to Schedules 8 and Schedules 9, which between them run to 25 pages. 
Schedule 8 covers cash access. In the Schedule, a  “cash access service” is defined as— (a) a service which enables cash to be placed on a relevant current account (a “cash deposit service”), or (b) a service which enables cash to be withdrawn from a relevant current account (a “cash withdrawal service”).
Schedule 8 also (a) requires the Treasury to publish a statement of policy concerning cash deposit and withdrawal services, (b) enables the Treasury to designate persons involved in the provision of such services, and (c) gives the Financial Conduct Authority (FCA) functions in relation to designated persons.
The role of the FCA is vital because  the FCA must exercise its functions for the purpose of seeking to ensure reasonable provision of cash access services in the United Kingdom, or a part of the United Kingdom. 
Crucially,  “reasonable provision” of cash access services is provision of such nature and extent as the FCA may determine, having regard to— (a) the cash access policy statement [of the Treasury] currently in effect, and (b) such other matters as it considers appropriate. 
In practice, therefore, the HM Treasury will agree with the FCA what a reasonable provision of cash access services is and the FCA will then take steps to ensure that level of provision is achieved.
The steps envisaged can include requiring actions by “designated persons” – normally expected to be banks -and imposing penalties where the required actions are not carried out.
This new role for the FCA comes after the cash industry had agreed measures to deal with issues impacting cash access brought about by bank branch closures.
This agreement, which took effect from 1 January 2022, obliges banks and building societies to report their proposed branch closures to Link Scheme Holdings Limited, the not-for-profit which is responsible for the  UK’s ATM Network. LINK then assesses the cash access needs – both deposit and withdrawal - of communities due to the proposed loss of bank branch services and decides what action is appropriate.
To date, LINK has judged that in around 90% communities no action is needed.
In the remaining 10% of cases, LINK has opted for one of three actions.
The first option is the installation of a new Free-to-Use ATM. This option is usually only applicable if there is no existing Free-to-Use ATM within a one kilometre radius of the centre of the community. Each of these new ATMs are installed and operated by a member of LINK, with enhanced financial arrangements applying to guarantee the ATM is profitable to operate.
The other two options open to LINK are usually only relevant in communities with seventy or more businesses which accept cash payments.
In such communities, LINK can require either a cash deposit facility or a “Bank Hub” to be installed. These requirements are to be met by the not-for-profit set up by nine UK banks and building societies, namely Cash Access UK Limited.
What constitutes a “Bank Hub” has yet to be precisely defined, but implementation to date has featured stand-alone premises, with each of the Big Five UK banks providing a “host” one day per weekday and cash deposit and withdrawal services being provided by the Post Office.
So far, no separate cash deposit facilities have been installed in any community and only a handful of Bank Hubs have been opened.
Into this picture, the Financial Services and Markets Act inserts the FCA.
It seems likely that the FCA will work with LINK and Cash Access UK Limited to decide what it is “reasonable” to provide going forward in relation to cash access services.
For example, there is much speculation currently that the FCA may require a large number of Bank Hubs to be installed, perhaps as many as 2000, whereas it is believed that the banks funding Cash Access UK Limited are hoping at most 200 will be needed.
What is  clear is that under the provisions of  Financial Services and Markets Act , HM Treasury can issue a new policy statement on cash access each year. This in turn means that a UK government can use such statements to revise the definition of “reasonable” – or to even remove that word entirely -  and/or to give new responsibilities to the FCA.
This, of course, raises the question of whether cash access – or indeed any other aspect of the future of cash should be left to what might be portrayed as the vagaries of HM Treasury’s occasional “Policy Statements”

The UK Cash Supply Alliance believes that substantive primary legislation is required to protect all aspects of cash access and cash acceptance until 2050.

3.1.1 Current Cash Access Issues

In relation to access to cash withdrawal facilities, well over 90% of cash the public use is obtained from ATMs.#
Cash deposits are made via the small number of bank branches still operating; at ATMs, in the limited number of cases where the machines accept deposits; at post offices; or via Cash-in-Transit/ Cash Management Organisations, which operate cash distribution services, at both retail and wholesale level.
Since almost all ATMs are under the umbrella of the LINK ATM Network, though actually operated by banks and various non-bank organisations, it is vital that the LINK ATM Network maintains the viability of providing enough ATMs to make it very convenient for the public to access cash in every significant community in the UK.
Below are identified with some key issues currently impacting the LINK ATM Network.



3.1.1.1 Level of LINK Interchange Payments.

Twenty years ago, ATMs operators - banks and non-banks - received around 40p from LINK Scheme Ltd for each cash withdrawal at a free-to-use UK ATM.
According to the Office of National Statistics, the UK has had an average RPI inflation rate of 3.59% per year between 2003 and 2023, producing a cumulative price increase of 102.29%. To stay in line with inflation, LINK should now be paying over 80p for each cash withdrawal.
LINK is actually currently paying less than 27p for each cash withdrawal.

The UKCSA believes that HM Treasury needs to order an investigation of this highly anomalous pricing, which is patently impacting the economics of ATM operators and, in doing so, inhibiting both the continued operation of existing ATMs and  the installation of new free-to-use ATMs. In fact, it is driving operators to shift previously free-to-use ATMs to charging, because the interchange paid is insufficient to meet the running costs. This is not in the best interests of the public. 

3.1.1.2 Methodology for Calculating LINK Interchange.

Annually, for over 20 years, KPMG has been engaged by the LINK Scheme Executive to collect data from ATM operators (banks and non-banks) to enable an independent calculation of interchange rates for LINK transactions, including cash withdrawals.
The methodology used for calculating interchange levels was originally approved by the Office of Fair Trading (OFT) in October 2001. This was deemed necessary to avoid accusations of price fixing, and the methodology was based on calculating the total costs incurred by all ATM operators in the Scheme and dividing this sum by the total number of annual transactions to arrive at a unit price. The OFT approval included provision for the study results to be applied annually. KPMG’s recommendations were voted on annually by the LINK Network Members Council and prior to each vote the then Independent Chair reminded Members that voting against KPMG’s recommendations could have serious results for the Scheme as a whole, due to the potential for competition law infringement.
During 2016, Lord Hunt was appointed by the LINK Scheme Ltd Board to conduct an independent governance review. Inter alia this resulted in the abolition of the LINK Network Members Council and the transfer of power to a newly formed LINK Scheme Holdings Ltd Board. It is noted that Lord Hunt was then appointed to chair the new entity, a position which he still holds. Following on from this, in around 2018/19,  the LINK Scheme Holdings Ltd Board took it upon itself to set-aside the OFT 2001 ruling, to allow the Board to set interchange levels arbitrarily. The Board immediately announced that interchange on cash withdrawals was to be reduced by 10%. It is understood that this followed pressure from two major UK card issuers for no reason other than that they wished to reduce their costs. A view may be formed that this was actually part of a larger strategy to drive cash out of the UK, bearing in mind that the issuers earn interchange from card transactions, and this is clearly a more appealing business than paying interchange to have their customers provided with cash.
KPMG still carry out their work, but the LINK Board now considers itself free to ignore the results. The UKCSA understands that the results of recent studies shows that interchange should increase. This would be expected, as a fall in transaction volume would result in an increase in unit price, assuming that the cost base was unchanged. However, the cost base is also subject to various inflationary pressures (staff costs, energy prices, cost of motor fuel etc). 
High amongst these inflationary pressures is the cost of cash. Operators have significant borrowing facilities to fund the cash loaded into ATMs and interest rate rises alone have had a major impact on those costs. The increased interest payments of course benefit the banks, and it is therefore perverse (if not immoral) that this is not currently being recognised in interchange rates. Moreover, average withdrawal values have increased, so individual transactions cost operators more to service, while they suffer a cut in their income. This is clearly unsustainable, and unless addressed, will only hasten the demise of cash from the economy to the detriment of UK consumers and the benefit of the banks.

The UK CSA believes that HM Treasury neds to order an investigation into key issues pertaining to LINK Interchange, including:
· Should LINK be allowed to seemingly ignore the original OFT ruling on interchange, with the LINK Board now setting interchange arbitrarily? Is this not a form of price fixing, which the 2001 OFT ruling sought to avoid?
· Should the methodology for calculation of interchange be reviewed? An independent and transparent review would ensure the economics of running ATMs in 2023 are fairly and properly reflected in the interchange levels set each year.
· How should interchange levels be set in future, for both cash withdrawals and cash deposits?

3.1.2 Other Channels of Retail Cash Distribution.

Cash is distributed via bank and post offices counters; via cash-back in retail and other cash using businesses; and via payments between individuals and businesses.
In a time when there are ever-increasing concerns regarding the Carbon Footprint of any activity, it is clearly appropriate to do everything practicable to minimise the distance travelled by cash.

The UK CSA believes that local recycling is key. 
All businesses accepting cash must be given the maximum  opportunity and incentive to also dispense that cash to their customers via cash back in its various forms.
Where ATMs are installed, they should have deposit as well as withdrawal functionality. The technology already exists to achieve this and is widely in use in other markets. It must be made economically viable on a long-term basis to ensure there are such ATMs in every significant community.








3.2 Wholesale Cash Distribution

Wholesale cash distribution is a key part of protecting public access to cash. It supplies banknotes and coin to bank branches, ATMs and retailers and ensures that cash deposits are processed and recirculated into the public domain.
The wholesale cash system therefore plays an important role in enabling the public to use the notes and coins as they choose. 
As of 2022, there were Bank of England (“The Bank”) banknotes to the value of £81.6 Billion in circulation, along with around £4.8 Billion banknotes produced by Scottish and Northern Ireland Banks. In the same year, the value of UK coins in circulation was over £8 Billion.
The Bank  positions itself as committed to supporting cash as a viable means of payment, though the Bank has no role in the production, distribution or management of coins.
In relation to banknotes, the  Bank appoints Note Circulation Scheme (NCS) members, who are then responsible for the UK's wholesale banknote distribution infrastructure.
The current NCS  members are: G4S Cash Solutions; National Westminster Bank; The Post Office;  and Vaultex.
The way wholesale cash distribution works is as follows:

· The Bank instructs De La Rue, the Bank’s contracted printer, to produce Bank of England banknotes. 
· The Bank keeps enough stocks of the various dominations of banknotes at its cash centres to meet anticipated demand from the NCS members plus a contingency. In 2020, total stocks at those cash centres stood at around £50 Billion, compared to the value of notes in circulation that year of around £70 Billion.   
· As well as storing new notes, the Banks cash centres process and destroy unfit returns.
· When required, notes are collected by a member of the NCS from a Bank of England cash centre. Those notes are then held at NCS cash centres and withdrawn when needed to meet customer demand. 
· NCS members supply operators of ATMs, Bank and Post  Office branches, retailers and foreign exchange companies. In the UK, over 90% of cash enters circulation via ATMs.
· The public (the UK population as well as international persons) use banknotes to either pay for goods and services, deposit them into a financial institution or retain them for an extended period as a store of value.


In relation to coins, different arrangements are in place.
HM Treasury owns the Royal Mint (“Mint”), which produces all the UK’s coins at a plant in South Wales.
The Mint is responsible for forecasting coin demand and agreeing a 12 month profile of coin supply with HM Treasury. The Mint then agrees monthly coin orders with commercial cash centres.
The Mint has a planned contingency stock of coins, over and above the 12 month profile of supply agreed with HM Treasury. However, in 2020 in number of coins in stock was almost 6 times the planned contingency level. The value of this excess stock was around £90 Million.
So that is how matters stand today, in 2023.
However, the Bank of England decided as early 2021 that the falling use of cash for payments meant the existing wholesale cash distribution structures needed to be reviewed. To carry out this work, the Bank set up the Wholesale Distribution Steering Group (WDSG).
The WDSG was chaired by the Chief Cashier of the Bank, with the core voting membership being Barclays, HSBC, Lloyds Banking Group, Post Office, Nat West and Santander.
After taking advice from consultants,  the WDSG proposed a consolidated ‘utility’ model - a privately-owned legal entity with its own governance structures as the single operator of the UK’s wholesale cash distribution infrastructure.
The last six months of 2021 were taken up in the production of a business case for the utility model.
However, in December 2021 the Bank reported that agreement could be reached with one or more of the banks who were voting members of the WDSG, so the idea of creating a utility was abandoned.
Failure to reach agreement on the utility model led the UK Government to include Wholesale Cash Distribution in what was to become the Financial Services and Markets Act 2023.
This Act empowers the Bank of England to oversee certain persons involved in wholesale cash distribution, both banknotes and coins.
The Bank must exercise its powers under this Bill for the purpose of managing risks to the effectiveness, resilience and sustainability of wholesale cash distribution throughout the United Kingdom.
In the process for the  Bank of England exercising its powers, key is the preparation of a statement by the Bank of its policy.
In preparing the statement, the Bank must consult such persons as appear to the Bank to be representative of persons likely to be affected by the statement.
Crucially, the Bank cannot exercise any powers conferred on it by the act before HM Treasury has laid a copy of the statement before Parliament.
In short, HM Treasury in practice has a right of veto over the whole or any part of the statement.
This in turn means HM Treasury will be able to define what is reasonable in terms of wholesale cash distribution, just as it has in relation to access to cash in the UK. In short, the new legislation gives HM Treasury tremendous power over every important aspect of UK fiat currency, which may concern those who feel this UK government department is currently too focused on Central Bank Digital Currency and Crypto. 
In any event, the Bank should by now have obtained individual commitments and plans from each organisation which funds  or participates in the wholesale infrastructure and from the UK wholesale cash operators. 
The Bank will hold each bank or wholesale cash operator accountable for the delivery of its individual commitment and plan, although penalties for non-performance have not been detailed.
HM Treasury may by order (a “wholesale cash oversight order”) specify a person [for person, read industry funder or participant] as a recognised person for the purposes of this section of the legislation. Such orders are only meant to be issued where the person  can be reasonably judged to have market significance only or as also having systemic significance.
The Treasury may recognise a person as having market significance only if satisfied that any significant deficiency in, or disruption to, the performance of the person’s relevant functions in relation to wholesale cash distribution activities would be likely to undermine
the effectiveness, resilience, or sustainability of wholesale cash distribution
(a) throughout the United Kingdom, or
(b) throughout any part of the United Kingdom.
The Treasury may recognise a person as having systemic significance only if satisfied that any significant deficiency in, or disruption to, the performance of the person’s relevant functions in relation to wholesale cash distribution activities would be likely
(a) to threaten the stability of, or confidence in, the UK financial system, or
(b) to have serious consequences for business or other interests throughout the United Kingdom or any part of the United Kingdom.
The Bank of England has some powers and the Treasury has more powers BUT, crucially, until the agreed commitments and plans have been revealed, the UK public and businesses  will be in the dark as to what the future is intended to be for wholesale cash distribution – and how those organisations who may fail to produce that future will be held to account.

The UK CSA believes that the future of UK Wholesale Cash Distribution is too important to be left to piecemeal interventions by the Bank of England. A detailed plan must be produced to safeguard the wholesale cash distribution until 2050, with primary legislation passed to encapsulate that plan in law.
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Cash, in the form of


 


c


oins


,


 


first appeared


 


on the planet


 


around 


600 BC


,


 


though not seen in 


what we now 


call the UK until centuries after.


 


Coins were valued on the basis of the


ir metal 


content.


 


 


There is evidence some coins 


were circulating in the South of the UK in the 


1


st


 


century 


BC.


 


 


E


ventually


, the Romans brought coins to the whole UK


 


in the 


1


st


 


c


entury 


AD.


 


 


The Romans did not really bother 


about the cold North of the Small Island 


–


 


but th


ose 


beyond Hadrian’s Wall used Roman coins when they wanted to trade with the prosperous 


South. There was no other way


 


to 


begin to Level 


Up in the


 


2


nd


 


c


entury AD.


 


 


The Romans finally left the UK in the


 


early


 


5


th


 


Century.


 


It 


has been well


 


recorded that 


the UK 


declined for centuries 


f


ollowing the departure of the Romans


. Those centuries became 


known as the Dark Ages


, 


with order and relative peace replaced 


by 


disorder and chaos.


 


Historians treat the Norman invasion of 1066 as the end of the Dark Ages
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