A guide to

basic bank and
credit union accounts

Information about basic bank and credit union accounts

What type of accounts are available?

It is our policy to pay Housing Benefit directly into a bank or credit union account. This
type of payment is called a Bacs payment. In order for us to do this, you need to have
a bank, building society or credit union account. Unfortunately we cannot pay Housing
Benefit into a Post Office card account.

There are three main types of bank account. These are basic bank accounts, current
accounts and, in some parts of the country (including Hackney), credit union accounts.

Why should I open a basic bank account?
Having a bank or credit union account can make it much easier to manage your money,
as you have a record of how much you are spending and get regular statements showing
where your money is going.
Getting your income paid directly into a bank or credit union account and paying bills
from the account by direct debit will save you time. It may also save you money as many
companies offer a discount if you pay your bills by direct debit.
Direct payments into a bank or credit union account are much safer than cash, giro or
cheque payments, which are more likely to go missing in the post or be stolen.
Many employers insist on paying wages into these types of account. Opening an account
will save you time if you start working for an employer who insists on paying you through
Bacs payments.
Most benefits, including Housing Benefit, are now usually paid directly into a bank or
credit union account.
Having a bank or credit union account will give you easier access to loans and credit. By
having money paid into a bank account regularly, your credit rating may improve. This
means that you are more likely to be successful when applying for loans or credit cards,
and may be charged a lower interest rate.

Basic bank accounts
Since 2000, the Government has made it clear that banks should have a basic bank
account that is available to everyone, including those with poor credit ratings.
This account is a simple account that will give you access to basic banking facilities, but
limit the chance of you getting into debt. There is no monthly charge for a basic bank
account.
A basic bank account allows you to have your wages or benefits paid directly into your
account through a Bacs payment. It also allows you to pay off bills by standing order or
direct debit.
With a basic bank account you may be offered a basic cash card to allow you to
withdraw money from cash machines. Many accounts allow you to pay and withdraw
cash from the counter.
Basic bank accounts do not let you have an overdraft or give you a chequebook. This
could mean that your bills and direct debits will not be paid if you do not have enough
money in your account.
Some basic bank accounts will allow you to withdraw cash for free at your local post
office. You should speak to the bank to find out whether they allow this.
Some banks will upgrade your basic bank account to a standard current account once
you have paid money in regularly for a certain length of time.

Current account
This is like a basic bank account (you can set up direct debits and have your wages paid
in) but you will also receive the added benefits of a debit card and a chequebook. The
bank may also offer you an overdraft depending on your financial circumstances. This
type of account is usually harder to open if you have a poor credit history. For some
current accounts you will need to put a certain amount of money into the account each
month. For other current accounts you will have to pay a small monthly fee, but will get
extra benefits in return.

Credit union account

How do I open a basic bank account?

Credit unions are co-operatives. This means they are owned and run by their members.
They are usually local organisations and serve a particular area. The idea is that
members combine their savings, which they can then use to provide cheap loans to
other members.

You should contact the bank direct to open a bank account. It is your decision as to who
you bank with – we are not qualified to provide you with this financial advice.

Credit unions have been successful at providing easy access to banking facilities, and are
a good source of cheap credit, especially for people with a limited income.
Hackney is now served by the London Community Credit Union which is one of the
biggest credit unions in London. Anyone who works, lives, or studies in Hackney can join
the London Community Credit Union.
The London Community Credit Union will often open accounts for people who have been
made bankrupt, or have a history of debt problems.
They also tend to accept a wider range of proof of identity to open an account,
compared to the high street banks.
Members have a savings account which they regularly save into, and which gives them a
share in the society, even if the amount they have saved is only a pound.
If the credit union makes a profit, all the account holders receive a share of these profits
at the end of the year. The amount each member receives depends on the size of their
share in the society.
The London Community Credit Union also offer most members a current account with
a cash card or debit card, which allows wages, salary, pensions, or benefits to be paid
straight into the account, and allows you to set up direct debits and standing orders.
It also has a range of budget accounts to suit people with a history of debt problems.

Post Office accounts
We cannot pay Housing Benefit to a Post Office account.

You will normally need to fill in an application form, and provide proof of who you are
and where you live.
You should follow the instructions on how to fill in the form. If you have any questions
about what parts you should fill in, you should ask the staff at the bank, building society
or credit union you have chosen. If you don’t fill in all the parts of the application form
that you need to, the bank may refuse your application.
Why do I need to provide proof of my identity to open a bank or credit union account?
Under law, banks, building societies and credit unions must check the identity of their
customers before allowing them to open accounts.
This is so that the bank or credit union is certain that you are the person you claim to be,
and that the address you provide is yours.
Without these checks, criminals and fraudsters could open a bank account and take out
loans in your name by pretending to be you.
By asking you for evidence of your identity, it prevents money laundering. This is where
criminals use a false identity to disguise illegal money by setting up a bank account in a
false name.

How can I prove my identity?
You can prove your identity by providing documents that state who you are, your date of
birth and where you live.
There are no standard rules as to what documents will be accepted – the requirements
vary from bank to bank. But most banks and credit unions will want one document to
prove your identity and one to confirm your address.

Proof of identity
Most banks and credit unions will usually accept the
following official documents as proof of identity.
•
•
•
•

A current signed UK passport.
A valid EU or EEA identity card.
A UK Border Agency ID card.
A full UK driving licence.

Please note that not all banks will accept identity cards or driving licences from outside
the EU.
Some banks and credit unions may accept other proof, such as:
•
•
•
•
•
•
•
•
•

a current benefits letter confirming your right to state benefits or state pension;
a construction industry photo registration card;
an HM Revenue & Customs tax assessment;
your birth certificate (if you are under 18);
a disabled driver pass;
a firearms licence;
a police warrant card;
a UK Armed Forces identity card; or
a Northern Ireland voters card.

Proof of address

What if I don’t have the documents I need?
Most people will have no problems proving their identity but some people may have
problems providing the documents that the banks need.
If you cannot provide the documents the bank asks for to prove your identity, in certain
circumstances the bank may accept other documents.
You should contact the bank to find out what would be acceptable. This could include
things like a letter from an appropriate person, such as a social worker or your GP,
confirming your identity.
If you are turned down by one bank for not having the right documents it is worth trying
other banks, as they may accept different evidence of your identity.

I still cannot prove my identity
If you still have problems proving your identity, please contact us as we may be able
to help.

You will need to provide a second document to prove your address. Each bank has its own
policy about what it will accept, but banks will generally allow you to use the following as
proof of address.

The London Community Credit Union has agreed that they will normally accept our
‘Confirmation of Identity’ letter, which confirms that we, the London Borough of Hackney
Benefits Service, checked your identity when you claimed Housing Benefit.

•
•
•
•
•

If you contact us we will be able to help you with this.

A UK driving licence stating your current address.
An identity card from an EU member state.
A UK bank or credit card statement (this must be under three months old).
A UK mortgage statement.
A current utility bill – this can be an electric, water or phone bill (but not a mobile
phone bill).
• A current council tax bill.
• A TV licence renewal notification.
• A household or car insurance policy document.
• A local council or housing association rent book or tenancy agreement.
• A solicitor’s letter confirming you have recently bought a house.
This list is only a guide – not all banks will accept all of these so you should contact the
bank you choose to find out exactly what evidence they accept. Each bank has their
own policy about what documents they will accept, and will tell you what they accept if
you ask.

More information
If you need more information, please read
the Moneymadeclear guide to basic bank
accounts. You can get this from
www.moneymadeclear.org.uk/
publications. Or you can ask for more
information and guidance at your local
bank, building society or credit union.
Your local citizens advice bureau can
also give you advice on opening a bank
account, or dealing with debt problems.
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