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that in terms of RBS, for example, dropping its
Project Finance Section and various banks reporting
this morning that it is pulling out of PFI deals?
Mr Kingman: I suppose we would start with the
board. As you will know, we have agreed with Philip
Hampton a very substantial reshaping of that board,
which is the first place to start. We then had a series
of discussions with them around all the issues you
would expect to care about, the management
strategy, performance and so on. As part of that we
had in-depth conversations with Stephen Hester
about the strategy that he published last week. We
were closely involved in those discussions. We are
supportive of the strategy. I think there are quite a lot
of issues that have yet to be finally resolved as he
develops the strategy. We will similarly be involved
in that. We will be approaching those questions from
a shareholder value perspective, which is what we are
mandated to do.

Q2580 Ms Keeble: Are you looking in any way at all
at the level of lending to the public, which is one of
our big priorities? I have seen—and it is anecdotal
but it is happening—banks, some of which are ones
for which you are responsible, pulling in some of
their loans and causing a huge amount of problems
for the firms that are reliant on them as in they
cannot draw down facilities for the duration, which
is causing very severe diYculties.
Mr Kingman: We would approach that and any
lending decisions by the bank as a commercial
matter and that is the mandate we have been given
and it derives from a view that that is the best way to
get the banks back on their feet.

Q2581 Ms Keeble: Hence the dropping of your
responsibility for the 2007 levels?
Mr Kingman: I would not say that that follows. I
think the reason that decision was taken was more
because we did not want to have a messy situation
where diVerent bits of government were monitoring
diVerent lending conditions.

Q2582 Mr Tyrie: Are you entirely happy and
comfortable with the Chancellor’s announcement
that Northern Rock should help fill the gap in
mortgage lending?
Mr Kingman: As I say, I am not responsible for
Northern Rock yet so I am not deeply familiar with
its business, but my understanding is that this
strategy was developed by the Northern Rock board
and put to the Chancellor and approved by the
Chancellor. I have not reviewed the strategy. I have
no problem with the Northern Rock board
developing a commercial strategy and if the
Chancellor has approved it I am sure it must be an
excellent one.

Q2583 Mr Tyrie: Knowing Whitehall as you do, do
you really believe this all originated with the
Northern Rock board?
Mr Kingman: As a matter of fact, I do. I think that
the Northern Rock board felt that with the original
remit they had been given, which was very much to

run the business down, they were missing
commercial opportunities and I think they have been
making that point to government for some time.

Q2584 Mr Tyrie: So, when the Government was
imposing on them a policy of accelerating mortgage
redemptions the Northern Rock board and
presumably you, although you did not have a direct
responsibility, thought that was the wrong policy.
Mr Kingman: I was involved because I handled the
Northern Rock situation up until the point at which
it was taken into public ownership. The priority at
that time was very much to get the taxpayers’ money
back and I think that that was understandable. The
world has moved on, the economy has moved on and
the mortgage lending market has moved on. If there
are commercial opportunities to be had genuinely on
the basis of commercial credit scoring and
commercial credit pricing, I do not think it is right to
stand in the way of that.

Q2585 Mr Tyrie: You have a very diYcult job. I
think we will have to wait and see how you interpret
the mandate to operate commercially as the months
go by. I hope you also understand that we are going
to look extremely carefully at that and it is absolutely
crucial that there be clarity and transparency about
the way you are conducting that function. I notice
that under “Preservation of Investee Company
Independence” it says, “The Company will manage
the Investments on a commercial basis and will not
intervene . . .” It says, incidentally, “. . . including
with respect to . . . remuneration decisions”.
Mr Kingman: To individual remuneration decisions.

Q2586 Mr Tyrie: The bracketed section says, “. . .
including with respect to individual lending or
remuneration decisions.” But should it read,
“including with respect to individual lending or
individual remuneration decisions”?
Mr Kingman: That is certainly what it means. We
have been having, and I think it is very important
that we have, quite a lot of discussion with the banks
about remuneration policy on the boards and
elsewhere. The reason I think that is very important
is because one of the lessons of what went wrong in
these banks is that the incentives were wrong in these
banks and I think as shareholder we should really
care about that.

Q2587 Mr Tyrie: I think you would agree that public
confidence in what you are doing is absolutely
crucial. You have been asked a series of questions
about Sir Fred Goodwin’s pension. You have told us
that you have taken extensive legal advice, which
presumably has been very detailed, and that you
were exploring every legal avenue with respect to it.
In response to Mr Mann and the Chairman you
seemed unaware of the extent to which diVerent
parts of his pension might be funded diVerently. I
find those two responses from you diYcult to
reconcile.
Mr Kingman: The legal advice we have got and are
getting covers a whole range of issues. My
understanding is, to the extent that there is an issue
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about the accumulated pension entitlement, leaving
aside this question of what he got from age 50, that
it derives from a decision taken ten years ago, at the
point at which he was recruited. I think it likely that
there is very little that we or the RBS board can do
about a decision taken ten years ago, but I am not
going to rule out any legal options.

Q2588 Mr Tyrie: Surely you have looked at how that
pension is going to be funded going forward.
Mr Kingman: I do not think that the question of how
the pension is funded is the central legal issue.

Q2589 Mr Tyrie: It is certainly an issue.
Mr Kingman: I think the key issue is what exactly the
contractual entitlement was, what exactly the board
decision was and the issues around that. Then there
is a wider question, which is whether the board or
anyone else has grounds for claims against Sir Fred
or any of the other players in RBS in relation to past
events which had nothing to do with the pension.

Q2590 Mr Tyrie: We have explored those questions
already. I am exploring with you another question. I
am not going to persist with it very long. I just want
to be clear whether or not you have a firm grip on the
sources from which his pension will be paid.
Mr Kingman: We are exploring every avenue. I do
not myself believe that is going to be the most fruitful
source of legal enquiry, but I may be wrong.

Q2591 Mr Tyrie: Do you understand that that does
not inspire public confidence if, after having taken
all this legal advice, this relatively straightforward
question, even if you do not think it is the most
crucial question, is one that you are not able to
answer?
Mr Moreno: I think it is a good question. The
fundamental question is whether his pension
entitlement is coming from the broadly defined
benefit pool of RBS or is it separate.

Q2592 Mr Tyrie: Absolutely.
Mr Moreno: We will have to find that out.

Q2593 Mr Tyrie: How long were you on the
tripartite committee representing the Chancellor?
Mr Kingman: I think I chaired it for nine months.

Q2594 Mr Tyrie: Do you agree with most experts
who have looked at it that the tripartite committee
was in retrospect a disaster?
Mr Kingman: To be fair to the tripartite committee,
the point at which I chaired it was not a point at
which it was going through crisis.

Q2595 Mr Tyrie: The whole point about the
tripartite committee is it is there to prepare for a
crisis; it is not waiting for one.
Mr Kingman: I completely agree with that. I think
the lessons that have emerged around the tripartite
have been around its performance under stress in
crisis conditions. There probably are also lessons
about the extent to which regulators, the bank and
the Treasury successfully anticipated problems. I am

certainly not going to say that the tripartite
successfully identified every problem that might
arise because it clearly did not.

Q2596 Mr Tyrie: It failed, did it not?
Mr Kingman: I think it has been abundantly clear
that—

Q2597 Mr Tyrie: Why are you so reluctant to just be
frank about it and say it failed?
Mr Kingman: Sorry, I do not think I am. If your
suggestion is the tripartite should have foreseen
everything that has happened, it plainly failed.

Q2598 Mr Tyrie: Did it succeed? Would you say it
was a success?
Mr Kingman: I would say it achieved a lot. Was it a
full success? Plainly not.

Q2599 Mr Love: I want to go back to this issue of
pensions. RBS is looking to make considerable
savings. Have you had any discussions with them
about the prospect of closing their defined benefits
scheme and perhaps moving to a defined
contributions scheme?
Mr Kingman: Not to my knowledge, no.

Q2600 Mr Love: You are not aware of any
discussions at this stage about the pension fund?
Mr Kingman: No.

Q2601 Mr Love: Has UKFI at any time advised the
Government to nationalise RBS?
Mr Kingman: No.

Q2602 Mr Love: In your consultations with the
Treasury this has never come up as a matter for
discussion?
Mr Kingman: We are not a policy making body. We
take some assets and manage them for the
Government. We have not advised the Treasury at
any point to nationalise anything.

Q2603 Mr Love: Your objectives are, as you have
already stated, protecting the public purse, to
increase competition and financial stability. Would
they not be enhanced by the nationalisation of RBS?
Mr Kingman: I do not believe so at all. That is a
matter of opinion. It is not our role to make policy
on this. That would be entirely a matter for the
Chancellor and the Government. The key thing I
would say about nationalisation is that, firstly, I
believe there are serious advantages in having other
shareholders. I think it helps with the commercial
management of the bank. In particular, and this is
the really important point, whatever the merits of
nationalisation, one thing of which you can be
absolutely sure is that if you were to nationalise one
of these banks the exit would be significantly more
diYcult and significantly more prolonged. I think
that is unavoidably true and I think that would be a
negative.


