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LEWIS: Hello. In today’s programme, child benefit: the minister in charge explains 

why he’s taking it away from high earners and the Head of HM Revenue & Customs 

tells us how the new tax charge will work. One listener tried to stop his car insurance 

renewing automatically and was charged £43.00. Who benefits from auto renewal? 

Pension firms are told to be more realistic in the promises they make about how 

rapidly your pension fund may grow. And is this the answer to cold callers? (woman 

humming Strictly Come Dancing theme tune) More music later.  

But first, one item on Money Box last week about the new tax charge to take child 

benefit away from high income families caused a flurry of responses. Most people 

seem to think it’s right that high income homes shouldn’t be given at least £1,000 a 

year to help pay for their children. If one income is over £60,000, then child benefit 

tax charge will take it all away again. Between £50,000 and £60,000, there’s a sliding 

scale with some paying a marginal rate on extra earnings of 70% or 80%. But even 

those who agree with the principle are concerned about its implementation. The 

biggest concern is that a household with an income of £100,000 divided equally 

between two parents would keep all their child benefit as they would each have no 

more than £50,000, but if only one parent works and earns £60,000, they’ll find their 

benefit is taxed away completely. I asked David Gawke, the treasury minister in 

charge of it, how was that fair. 
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GAWKE: Well we looked at different ways in which we could implement a policy 

that meant that the child benefit charge wasn’t being paid to the highest earning 

households. And the difficulty is f we were to base this on household income as a 

whole essentially what we would have to do is extend the tax credit system to an 

additional 8 million people, or 8 million households providing much more 

information about their income. It would have been a much bigger administrative 

burden for far more people. And we took the view that the easier and simpler way in 

which we could do this was by working through the existing set-up, the tax system, 

working through the self-assessment regime in a way that meant that we were able to 

do this in a way that was administratively proportionate. 

LEWIS: What about work incentive? You’re the Government that cut the top rate of 

tax from 50% to 45% to encourage people to work. Now you’re imposing a tax rate of 

67%, 75%, 80% and you say that still encourages people to work. You can’t have it 

both ways. 

GAWKE: Well I think there are particular issues with the very top rate. But I think 

the point I would make here is we’re giving people a choice - they can either stop 

receiving child benefit or they can go into the self assessment system - and there is a 

taper for those between £50,000 and £60,000 that is a way in which they can keep 

some of their income and ensure that there isn’t that cliff edge that would mean that 

automatically people would be forcing their income to a lower level. And it is right 

that all of us make a contribution. 

LEWIS: Do you encourage people to pay extra into their pension scheme to avoid 

this extra tax because if you’re earning £60,000, you’ll lose all your child benefit or at 

least you’ll be taxed on all your child benefit at 100%? Do you encourage those 

people to pay say an extra £10,000 into their pension, so that’ll being them below the 

limit and they won’t face this new higher tax charge? 

GAWKE: Well of course people are entitled to respond in accordance with the law as 

to how they wish to arrange their finances. 
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LEWIS: But of course if they do that, not only won’t you get the higher tax charge; 

you will also be paying tax relief at 40% into their pension. So that’s going to cost the 

Exchequer money, isn’t it? 

GAWKE: Well of course we’ve taken into account all the likely behavioural effects 

in our costings of this, and the fact is that this policy will save us £1.7 billion in its 

first full year of operation. 

LEWIS: Your colleague Iain Duncan Smith has suggested families with more than 

two children will lose benefit for the third child and above. Do you subscribe to Iain 

Duncan Smith’s two child policy? 

GAWKE: Well Iain Duncan Smith has set out a proposal in an area that’s something 

that collectively across government we are looking at. Clearly there is a case … 

LEWIS: (over) Including for child benefit. 

GAWKE: Including for child benefit. But clearly you know that is something that we 

would need to look at in some detail, but there is a point about the fact that those 

people who are in work have to make a decision when they have additional children 

as to whether they can afford to do that or not and it’s important that the welfare 

system works in such a way that everybody is faced with a degree of responsibility as 

to the children they have and whether they’re able to afford that. 

LEWIS: So you are looking at limiting child benefit to the first two children? 

GAWKE: Well I think what Iain Duncan Smith has said, and I’m not adding 

anything to what he’s said, is that we’re looking at it in terms of the welfare bill 

across the board as to how that might work. 

LEWIS: Treasury Minister David Gawke. And I should stress that this new policy 
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applies to the richest one seventh of parents. Six out of seven of us needn’t worry 

about it. Live now to Ipswich to talk to Lin Homer. She’s Chief Executive of Her 

Majesty’s Revenue and Customs and will have to implement this policy. Lin Homer, 

we heard from the minister about why he’s doing it. You’ve actually got to implement 

it and you’re sending out these more than a million letters. What do the recipients 

have to think about when they get them? 

HOMER: Hello Paul. Thank you very much for having me on. And, as you say, we 

are writing to a million people. We started this week and each of the remaining weeks 

of November more letters will go out. And what we want them to do is consider the 

information in the letter, go on the website, which is 

HMRC.gov.uk/childbenefitcharge. And we hope that the information we’re giving in 

those two ways will help them decide whether they want to opt to not receive child 

benefit, in which case there’ll be nothing more to do; or whether they want to keep 

receiving the charge. in which case if they’re not already in self-assessment, they will 

need to register for self-assessment. 

LEWIS: Yes, so if they want to not receive child benefit, there’s a lot of concern that 

will affect the national insurance credits which come with child benefit. 

HOMER: Well I can reassure people that that won’t be the case. Anybody that’s 

already in the system and in receipt of child benefit is effectively registered as a 

claimant and so if they then opt not to receive the money, they’re still registered as a 

claimant. And with all new claimants, all the mums who’ll be having new babies even 

as we speak, then what we’re doing is very much encouraging them to register their 

details with us even if they then go on to opt out of getting the money, and that way 

their NI will be protected. 

LEWIS: Now this is being assessed on individual income, but also on the actual 

status of the household, so it’s a mixture really. In effect you’ll be operating a 

cohabitation rule, won’t you? If one person lives with another as if they were married, 

then they will have to have both incomes assessed separately. Now that’s easy enough 
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with a marriage or a stable relationship, but what about people in short relations - 

somebody moves in with somebody else or moves out with somebody else? When 

does living together begin? 

HOMER: Well we’re quite experienced at operating arrangements already that use 

this approach within the tax credit system and, as I say, if people go on the website 

they’ll find both scenarios and advice to help them. But put simply, if two people are 

living together in a relationship and one of them is earning more than 50k and one of 

them is in receipt of child benefit and for the part of the year they’re together, the one 

who is earning more than £50,000 will be subject to a charge for that period. 

LEWIS: So it’s just for that period? 

HOMER: Yes. 

LEWIS: I mentioned to the minister the possibility of reducing your income if you’re 

close to one of these limits by paying more into a pension. What else can you do to 

reduce the taxable income that counts towards your income for this charge? 

HOMER: Well the charge is based on adjusted net income, and again on the website 

there’s details about this. And there are a number of things that reduce your income to 

the adjusted net income dependent on whether you’re in employment or 

self-employed - so some pension issues, as you’ve mentioned, gift aid, some business 

losses. But on the site there’s a calculator, and if people use that calculator it will help 

them pretty readily work out whether their adjusted net income is of a level for the 

charge to be implemented. 

LEWIS: Lin Homer in charge of HMRC, thanks very much for that.  

Now when you take out car insurance, do you realise you’re probably committing 

yourself not just for the next 12 months but well forever. Unless you take steps to 
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cancel your cover, many companies now renew it automatically year after year after 

year. Auto-renewal does make sure you’re always insured, but does it inhibit 

searching each year for the best deal? Bob Howard reports. 

HOWARD: Paul, auto-renewal has been adopted by many big car insurers and 

brokers, including Aviva, the AA, and Swinton, but the Financial Ombudsman 

Service has seen up to almost 400 complaints over a 6 month period this year 

involving this procedure. Nigel from South Gloucestershire took out insurance with 

the AA in September last year and his insurance renewal came up 2 months ago. He 

went online to try and find a cheaper quote and found one. 

NIGEL: I then wrote to the AA to say look, I’m not going to be renewing with you, 

and heard no more about it. So I assumed than that I’d said there won’t be a renewal. I 

was a bit surprised because I noticed that £293 had been taken out of my bank account 

without my knowledge, and when I traced it and rang my bank, they said it was the 

AA Insurance who’d taken that money out. 

HOWARD: Nigel phoned up AA Insurance to say he hadn’t wanted to renew his 

insurance and had written to say as much, but the AA told him it hadn’t received the 

letter and so his insurance had continued. It said he’d have to pay a £43 cancellation 

charge if he no longer wished to be covered. Nigel complained and the charge was 

dropped. But other Money Box listeners have also had their insurance renewed 

against their wishes with different insurers. Carl from Flintshire had his car insured 

with Swinton through a price comparison site. He expected to make 10 monthly 

payments. Carl received his renewal notice around 8 weeks before his insurance 

expired and after his tenth payment had gone out of his account, so he rang his local 

branch of Swinton to say he wouldn’t be renewing as he wanted to shop around for a 

cheaper quote.  

CARL: They sent me a letter saying would you like to be insured, giving me a new 

figure, and I rang them and said, “No, thank you. I’m going to look on a comparison 

site again for a better deal” and they said okay then. And when I looked at back 
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statements on the eleventh month, they’d taken a payment out again, and I rang them 

and said that I’d told them that I hadn’t planned to re-insure with them and they said, 

“Oh we always do this. We always make an eleventh payment because it covers 

people and makes sure they’ve got continuous cover should they decide to stay with 

us.” And I said, “Well I’d already told you I wasn’t going to stay with you.” 

HOWARD: And sending a letter, phoning or emailing an insurer or broker should be 

enough to stop your insurance auto-renewing, especially if you keep a record, 

according to Graham Trudgill from the British Insurance Brokers’ Association. 

TRUDGILL: I think it’s just important that the customer can evidence that they’ve 

dropped that note across and there should be no quibble. If a customer’s given advice 

before the renewal, that policy should lapse, so there’s no excuse for making any 

charges whatsoever after they have received those instructions. 

HOWARD: AA Insurance and Swinton have both defended the way they deal with 

auto-renewal, although they wouldn’t give interviews. The AA told Money Box it 

mentions it both when the policy’s taken out and before it’s due to lapse. It said it 

didn’t receive Nigel’s letter of cancellation and that if a customer contacts them at any 

time to say they don’t want auto-renewal, it will act on this instruction. Swinton said 

its procedure of taking a month’s deposit in advance may have started before Carl 

notified the firm that he no longer wanted to renew, and it refunded him straightaway. 

The firm told us in a statement: 

SWINTON STATEMENT: Swinton’s automatic renewals ensure that customers are 

automatically insured when their policies run out to comply with continuous 

insurance enforcement legislation. Our policy includes a pre-renewal deposit, which is 

taken in the 8 week period before the customer’s renewal date. Of course if the policy 

is not renewed, this payment will be refunded no quibble. The customer is fully 

informed of this pre-renewal deposit. 



 

 

 

 

8 

 

 

 

HOWARD: But when we asked what “fully informed” meant, Swinton told us that 

meant it was in the terms and conditions. When we looked for it, we found it more 

than half-way down a 4,500 word document. And Carl isn’t convinced that the 

principle of auto-renewal is correct, let alone the practice. He thinks it should be up to 

the customer to take the initiative. 

CARL: I think that’s a little bit nanny statish. It’s taking away people’s own sort of 

discipline. You know when your insurance is due; it’s up to you. If you go round on 

the comparison sites, you’ll always find a better deal anyway each year. 

LEWIS: Thanks, Bob, for that report. That was Carl. And I put Carl’s point - whether 

this was just a way of stifling competition - to Malcolm Tarling from the Association 

of British Insurers.  

TARLING: Insurance companies have found an increasing number of people who 

find that inadvertently, with busy lifestyles, they haven’t renewed their policy or it’s 

just slipped their mind or they’ve thought oh yes, I must get round to renewing my 

motor insurance and find that they haven’t. And of course with the tougher penalties 

now for uninsured driving where police can actually do roadside checks to find out 

very quickly in a matter of seconds if you’re insured or not, the risk of you being 

caught in these circumstances has increased. And ignorance is no excuse, so the 

important point if your policy includes automatic renewal, then you understand that, 

you read your renewal documents; and if you don’t want it automatically renewed, 

you tell your insurer or tell your bank. 

LEWIS: But surely it shouldn’t be that way round, it should be the other way round: 

if you want auto-renewal, you tick a box; if you don’t want auto renewal, you don’t 

tick a box? 

TARLING: Well I think some of the problem here is that a lot of people probably 

don’t read their renewal documents as thoroughly as they should do and I think there 
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is an onus on the customer to make sure that when they get that information through 2 

or 3 weeks before their policy is due to renew, that they do look at it, they do read it. 

And that’s why insurers do go to strenuous efforts and should go to strenuous efforts 

to make sure that if they are offering automatic renewal, they make it crystal clear, so 

that if you decide that you want to shop around to try and get a better deal, then 

you’re free to do so. 

LEWIS: Yes, but they’re not offering auto-renewal, are they? They’re imposing auto 

renewal, and we have to opt out of it because right at the start when you take out your 

policy auto-renewal is the default. 

TARLING: Well not all companies will automatically renew your motor insurance, 

but those that do want to do so to avoid a situation that has happened in the past where 

people have inadvertently forgot to renew their motor insurance. 

LEWIS: (over) No they don’t.  No, no, no, they want to do it so they keep your 

business and stop you shopping around for the best deal. We know why they do it. 

TARLING: Insurance companies do not offer the auto-renewal option as a way of 

keeping you by stealth. What they’re trying to do is to make sure that people are 

covered. 

LEWIS: And when do you tell them because we have had complaints from people 

who’ve found they’ve been charged a penalty, a cancellation charge for having the 

temerity to opt out of auto-renewal because they apparently did it too late? 

TARLING: Well I don’t think that any insurer should be charging a cancellation 

charge if you opt out of auto-renewal. You do have a 14 day cooling off period under 

motor insurance, and I spoke to one particular insurer only just before coming on and 

they said that providing that they were not on risk during that 14 day period, in other 

words you’d arranged alternative cover, they certainly wouldn’t make any 



 

 

 

 

10 

 

 

 

cancellation charge. If you go through a broker, you need to check whether or not the 

broker is making any charge for any additional admin work that might be required. 

LEWIS: And do you think now that we’re having this gender equality pricing that’s 

beginning next month, there’s going to be an even bigger onus on people to find the 

best deal because the auto-renewed policy may well not be the best deal once we have 

gender equality and pricing? 

TARLING: We’re always advocating that people should look at the renewal options 

that the insurance company makes available and then, if necessary, shop around. And 

when we get the gender neutral pricing regime that comes into place on 21
st
 

December, I think it’s going to be even more important for people to hunt out the best 

deals. 

LEWIS: Malcolm Tarling of the ABI. 

Now if you have a pension, prepare yourself for bad news - or more bad news perhaps 

I should say. Your personal pension pot may not be as big when you retire as you’ve 

been led to believe. Pension firms have to stick to standard projections when they 

forecast the growth in your investments - currently 5%, 7% or 9% a year for pensions. 

But the financial regulator, the FSA, has decided to reduce those figures. From April 

2014 pension firms will have to use lower projection rates - 2%, 5% or 8% at the 

most. Now those are just projections, they won’t affect the actual value of your 

pension fund, but it may affect the amount you want to put in to achieve the pension 

you want. Live now to Bristol to talk to Tom McPhail. He’s Head of Pensions 

Research at Hargreaves Lansdown. Tom, I know you’ve been looking at some 

figures. Just how does this what may seem quite small change in the projected value, 

how much does that actually affect your pension? 

McPHAIL: Hello Paul. Yes, well it can affect the projections very significantly. If 

you look at someone who’s just starting out on saving for retirement - a 22 year old 
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going into a company pension perhaps - then under auto-enrolment someone earning 

£30,000 a year might look at a projection at a 7% growth rate and see that when they 

get to their mid-60s they can look forward to a pension of around £10,500 a year. If 

we reduce that growth rate, that projection assumption to 5%, then that projected 

pension drops from £10,500 a year to £6,500 a year. Very big difference. So this is 

about managing people’s expectations and thinking about how much they should be 

putting in. 

LEWIS: Yes, so just a 2% difference in the projection can make … you know nearly 

halve the pension really. And of course this comes on top of the fact that however 

much you’ve saved up, you’re getting less now by way of pension because of the fall 

in annuity rates, the annual return you get once you convert your pot into a pension. 

McPHAIL: We’ve got a whole host of factors coming into play here. The stock 

market’s been tracking sideways for the last 10 years, so of course you’ve had the 

dividend income from any shares you’ve been investing in. As you say, annuity rates 

have fallen very significantly. And I think it’s these factors that have prompted the 

FSA to look at the projection rates that are used by pension companies to try and 

inject a renewed sense of realism into managing people’s expectations. 

LEWIS: And are these more realistic? I mean I think many people thought 5%, 7% or 

9% was a bit of an exaggeration. 2%, 5%, 8%  - 5% let’s say on average - is that a 

realistic amount to expect? 

McPHAIL: Again looking at the kind of yield, the income you can get from shares or 

from government bonds at the moment, it’s probably a good starting point, yes. I 

mean clearly the economy’s not growing fast at the moment. Over a 20 or 30 year 

horizon, it doesn’t look unreasonable. 

LEWIS: And many people will hear what we’ve been talking about and falling 

annuity rates, falling projection rates, and think well it’s just not worth saving at all. 
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McPHAIL: I think most people will reach a point later in their lives when they’re 

going to want some kind of nest egg to live on, some kind of source of income so they 

don’t have to work if they don’t want to. Putting money aside in a pension, getting the 

tax breaks, getting the risk management, getting the low charges of a pension, it’s still 

probably the best way for most people to save for that event. 

LEWIS: And we’re talking about low projection rates - 2%, 5%. Why risk your 

money? Why not put it in cash? You can get a definite 3.4% a year in a Co-op savings 

account.  

McPHAIL: You have the option of putting money into cash. I think if you look 

across all the auto-enrolment schemes, at the guidance that’s come out from the 

Department for Work and Pensions, the consensus is that a managed fund investing in 

shares and bonds as well as in cash is likely to produce the best return. 

LEWIS: Tom McPhail of Hargreaves Lansdown, thanks very much. 

Now our story last week of one Money Box listener’s victory against unwanted sales 

calls struck quite a chord with many of you - literally in some cases. We reported on 

Richard Herman who billed a PPI claims management firm for the time their cold 

calls had wasted him and had his invoice for nearly £200 paid after he started court 

proceedings. Many of you contacted Money Box to tell us about your own techniques 

for fighting back when the cold call cometh. 

HARVEY: (Music: Eye of the Tiger) My name’s Jan Harvey. I got a PPI call from an 

Indian company, the second call I’d had in the same week, and I knew what I was 

dealing with because I’d googled the telephone number and it came up straight away 

that it was a scam. So when the chap said to me, “You’ve taken out a loan for £5,000 

with a major bank in the last 10 years”, I knew I hadn’t, so I said to him, “Look, I 

have no interest in anything you’ve got to say. Why don’t you go and get yourself a 

job where you’re dealing honestly with people instead of trying to scam them?” And 
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there was a bit of silence and he said, “Yes, you’re absolutely right. Thank you. 

Goodbye.” I never heard from him again. 

JESSOM: I’m David Jessom from St. Albans and my solution to the problem is I 

scream. (screams) I’ve never heard from them again. 

CROSS: My name’s Emma Cross and I’m from Bradford on Avon in Wiltshire. My 

tactic now is to answer the phone and sing the theme tune for Strictly Come Dancing. 

It tends to put them off their stride and they hang up straightaway. (sings Strictly 

Come Dancing theme tune)  

LEWIS: Cold callers, beware the Money Box listener.  

Now we’ve been getting questions this morning about Comet, the electrical retailer, 

which went into administration last night. Branches are open today, but what can you 

do there? Bob, we’ve been getting questions about gift cards and vouchers. Are they 

being accepted? 

HOWARD: Yes the administrators, Deloitte, told us this morning that gift cards and 

vouchers are not being accepted. They are suspended. What may happen in future will 

depend on whether Deloitte’s can find a buyer or not. 

LEWIS: And if ultimately they’re not honoured people will want to know what 

redress they have. 

HOWARD: Yes, well if they bought on a credit or debit card, they may be able to get 

their money back through something called Section 75 of the Consumer Credit Act or 

using the charge back system from the card provider. 

LEWIS: But, as I said, Comet shops are said to be open today and trading normally. 
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HOWARD: Yes, the administrators tell us that all 236 branches are open, although 

the website is offline, although some branches were closed yesterday. And people can 

go and buy items, though obviously it’s safer if they take them away rather than 

arrange delivery. 

LEWIS: Yes. And talking of delivery people are also concerned about orders they’ve 

placed before Comet’s difficulties came to light. Will those be fulfilled? 

HOWARD: Well Deloitte told Money Box this morning that the intention was to 

fulfil these orders if at all possible, but clearly it’s going to be a nerve-racking time 

for those people waiting for deliveries. 

LEWIS: Yes. But of course, as you said earlier, if you paid by credit or debit card, 

you can claim from your card provider or the bank if they don’t turn up. Well thanks 

for that, Bob. I’ll just read one quick email from Jane who says, ‘With regards to cold 

calling, why do people insist on being aggressive to the callers? They’re only doing 

their job - a rotten one at that.’ Some sympathy I think there, Jane.  

That’s it though from us today. There’s more on our website: bbc.co.uk/moneybox. 

You can read my  newsletter there, download the programme, send us your ideas as 

so many of you do. Vincent Duggleby’s here on Wednesday with Money Box Live, 

this week taking your questions on wills and inheritance planning. I’m back with 

Money Box next weekend. Today the reporter was Bob Howard, the producer Ruth 

Alexander, and I’m Paul Lewis. 


