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LEWIS: Hello. In today’s programme, has the insurance industry really been letting 

the burglars in by the back door when people approaching retirement buy an annuity? 

The Government offers 12 million pensioners the chance to boost their income. Will 

the cost be worth it? And Lloyds Banking Group is fined a record £28 million for 

paying staff bonuses that encourage them to sell customers insurance and investments 

they didn’t need or want.  

But first … (Henry Mancini Music) Well diamonds may be a thief’s best friend, but 

this week the pensions industry, including insurance companies, brokers and websites 

have been accused of letting the burglars in by the back door to take big chunks of the 

money people have saved up for their retirement. Charges and fees on retirement 

plans are high and not always clear, and the value for money of the pensions they sell 

is poor. Well those criticisms come in a report by the Financial Services Consumer 

Panel, which advises the city regulator. The panel says the market for annuities of 

pension for life needs urgent reform. But first, how can we help this Money Box 

listener? 

HARDY: Do you know what? I don’t want to understand what annuities are. I would 

rather work 40 hours a week until I’m 85 than listen to a single episode of Money 

Box. (Laughter) If I had … 

WOMAN: But luckily, Jeremy, that is actually government policy. 

HARDY: Exactly. (Laughs) I’m just going to be a burden to people. That’s what I’m 
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going to do. 

LEWIS: Well a useful trail on the News Quiz yesterday. Katie Morley is with me. 

She writes about annuities for Investment Chronicle. So, Katie, will an annuity stop 

Jeremy Hardy being even more of a burden to us all? 

MORLEY: Well I mean annuities, I mean they’ve been in the press this week for 

being pretty terrible value for money, haven’t they? 

LEWIS: Just explain how they work, what they are. 

MORLEY: Well an annuity is a guaranteed income for the rest of your life, and how 

much you get depends on how long you’ve got to live and also how much money 

you’ve got in your pension. 

LEWIS: You might know how much money you’ve got, but you don’t know how 

long you’re going to live, do you? 

MORLEY: Well exactly, but … 

LEWIS: So you give the insurer all this money you’ve saved up. What happens to it? 

MORLEY: Yes, well I mean they put it in a great big pot and they invest it for 

themselves; and then, sort of depending on the assumptions they make about your life, 

they will give you a guaranteed income for the rest of your life. But the important 

thing to remember is that once you’ve actually handed that money over, that decision 

is irreversible; and since some annuities are much better value for money than others, 

it’s really, really important that you choose the right one. 

LEWIS: Yes indeed. Listen to Robin. He’s from West Yorkshire. He’s 73 and he 

thinks he has to buy an annuity. 

ROBIN: I’ve been drawing down from my private pension fund since 2005 and I 

understand that I have to buy an annuity at 75 and would like to know if that’s true. 

I’ve also got a wife who’s 3 years younger than me. How do I protect her when it 

comes to purchasing an annuity? 
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LEWIS: Right, so do you have to buy an annuity now? 

MORLEY: Well, firstly, I don’t know when his provider told him this, but the rules 

actually changed in 2011. You don’t have to buy an annuity when you’re 75 at all, so 

that’s not correct actually. And if he’s wanting to provide for his wife, which is a 

situation a lot of people you know would want to consider, you know he could look at 

buying an annuity. But the really important thing he needs to look for when he does 

that is he needs to buy a joint life annuity rather than a single life because that will 

mean that his wife will get half the money when he dies.  

LEWIS: Yes, so she gets something when he dies. 

MORLEY: Yeah. 

LEWIS: And of course although you don’t have to buy an annuity, you have to do 

something with your pension fund by 75 or you don’t get the tax free cash, do you? 

FOOTNOTE:   The law allows a fund to be converted to a pension and for cash free 

tax to be taken at any age, even above 75. But many pension providers do not allow 

the fund to continue after the age of 75 and an individual who wants to take their 

pension and their tax-free cash later than age 75 may have to move the fund to a 

provider who does allow it.  

MORLEY: Yes, well he seems to already be doing drawdown. 

LEWIS: He’s doing that, he’s drawing. Now what about drawdown because that is 

now a real alternative for many people to buying an annuity at all, isn’t it? 

MORLEY: It is and you know it can be a very good option for some people. Some 

people do see it as much riskier though because there’s no guarantee with it. Your 

money is still in the stock market and you know it’s still vulnerable to peaks and 

troughs, and if you’re the sort of person who wants to feel safe, you want a guarantee, 

then maybe you wouldn’t feel as comfortable with a drawdown. And also especially 

as you get older, I mean Robin’s 73 now, he may want to have a look around at 

annuities, he may want to have a look around at enhanced annuities. He may find that 

if he has health conditions or anything like that, he might find that he actually gets an 

enhanced rate and may do better from an annuity, but it’s worth having a look. 
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LEWIS: And of course the older you are, the bigger the annuity, because it has to last 

less time. Let’s just listen to Barbara from Cheshire. She’s 57. She wants to take her 

pension at 60. 

BARBARA: I’ve got two pension pots totalling around £124,000, and I’ve looked up 

the annuity calculators online as a first step, so I’ve got some understanding of the 

variable rates. My questions are: do I need to employ a financial adviser to shop 

around and buy my annuity for me, or can I buy it myself? And would I be wise to 

buy it myself and what fees would I be charged? 

LEWIS: Well, Katie, £124,000 – a lot more than most people have in Barbara’s case. 

And it’s very tempting, isn’t it, now - you can go online, you can see websites, buy it 

yourself? Is that a good idea or do you really need advice? 

MORLEY: Well, yes, she does have those two options. She could look around at the 

DIY brokers, you know, but she could also choose to get a professional adviser. Now 

one thing I would say is if she went for a professional adviser, it certainly wouldn’t 

cost her more than if she did it herself because there are you know quite high 

commissions that come out of those. It’s not free. 

LEWIS: The commissions come out if you do it yourself … 

MORLEY: Yes. 

LEWIS: …but of course advisers have to charge you a fee now, not a commission, 

don’t they? 

MORLEY: Yes, they charge you an upfront fee. But you know when you have the 

adviser, you know they will be sitting down with you and talking about your financial 

situation and it will all be very personal. And this is a very personal decision for 

Barbara and you know it may be that retiring at 60 for her is not the right decision. 

LEWIS: No. 

MORLEY: I mean that is quite early and she needs to bear in mind she won’t be 

getting her state pension for at least another 5 years. 
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LEWIS: Yes and of course an adviser will advise about drawdown, whereas the 

online sites don’t always. 

MORLEY: Exactly, if she went to an online site, you know they would not be saying 

you shouldn’t buy an annuity. They would be just taking that as a given. 

LEWIS: Okay. Stay with us, Katie. Also with us is Debbie Harrison. She’s one of the 

authors of that damning report earlier and in fact the one that used that phrase about 

people approaching pension age being “burgled” or at least left open to burglars. 

(Harrison laughs) Is that really happening? 

HARRISON: Actually, just to be clear Paul, it wasn’t my phrase. It was one of the 

experts that we spoke to. 

LEWIS: Well it was pulled out into the headlines, wasn’t it? 

HARRISON: I know, I know. It was one of the experts I spoke to. And what he was 

saying, the context actually was the insurance company profits, not specifically the 

adviser market. 

LEWIS: So this was, as your report was saying, the profits from these? 

HARRISON: Excess profits. So really there are two issues here. One is are insurance 

companies giving a fair price, a fair deal; and then does the advisory market work? 

LEWIS: Right, so on the question of the fair deal, of the price, if you buy an annuity 

and you’ve got £100,000, you get – I don’t know - £6,000 a year, you’re suggesting 

that that might not be enough; there’s too much profit in that? In other words, if you 

live an average length of time, they’ll still keep a big chunk of your money at the end? 

HARRISON: That was certainly the evidence that we saw in our research, but to 

understand the situation properly would require a full regulatory investigation, which 

is one of the recommendations we’ve made. 

LEWIS: So you want a full investigation. We’ve had an awful lot of looks and 

investigations and studies and I mean you did a whole literature review. Some people 
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might say now is the time to do something. 

HARRISON: So would the consumer panel.  

LEWIS: (Laughs) Come on then, what should you do? 

HARRISON: Well when we looked at the market, we really looked at it from the 

consumer perspective and we found what we thought was a very dysfunctional 

market. It’s totally bewildering in terms of the different types of advisers who you’re 

dealing with. You never know who it is you’re dealing with. You sometimes get calls 

from a firm you’ve never spoken to. So it’s a bit of a lottery. There are some very 

good firms out there, but it’s a lottery whether you’ll find the right one. 

LEWIS: Stay with us. Let’s hear from Stuart Bayliss who’s been involved in the 

annuities market for more than 25 years now. He’s with chartered financial planners 

Better Retirement Group. Stuart, people save up in a pension scheme, they don’t think 

about it. Why is converting it to a pension so complicated? 

BAYLISS: Well actually once people start talking to somebody about it and looking 

at it, it becomes a lot less complicated. From the starting point, it is horribly 

confusing; and in some ways I think the consumer panel, in looking at it from the 

consumer perspective, have kind of missed a trick because they’re allowing this 

concept of guidance or semi self-service to continue alongside advice. Now we’ve 

only had it for a year. 

LEWIS: This is when you go on a website, it’s called guidance rather than advice? 

BAYLISS: Exactly. And you can be talking to somebody about it and it can be 

guidance rather than advice as well over the telephone. 

LEWIS: And just explain this commission business because it is confusing, isn’t it? 

Personal advisers can’t get commission, they’re paid a fee. The websites do get paid 

commission. But the amount you’re offered has to be the same from both sources, 

doesn’t it? 

BAYLISS: Yes and I think it ends up being the same, but I think one of the things 
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that people need to understand is when they go on the website and it then says ‘want 

help’, they call someone up and they start talking to them; and when they’re talking to 

them, they are not necessarily getting advice. And this is the problem. 

LEWIS: They’re getting guidance. 

BAYLISS: They’re getting guidance. And the regulator introduced this in the end at 

the beginning of this year, so we’ve only had it for a year. People were preparing for 

it before that, but we’ve only had it for a year, and the reality is the regulator should 

know the consumer does not understand the difference between guidance and advice. 

And nor should they. They’re talking to somebody who’s helping them. 

LEWIS: And if you’ve had advice, the adviser bears some responsibility if you get 

the wrong thing. If you’ve had guidance, they bear no responsibility. That’s the 

distinction. 

BAYLISS: Exactly. 

LEWIS: And you said that the consumer panel had missed a trick. What would you 

have liked them to have recommended? 

BAYLISS: Well I think we should go back to the rules pre-January 2013, and they 

allowed people to phone up, go and see or write to an adviser. And if they said I only 

want advice about my pension income, they were limited to that advice about their 

pension income. They didn’t have to have holistic advice about what they were going 

to do when granny died or whatever, and they got a service and it was all advised and 

it was all protected and they knew where they stood. They chose how they dealt with 

the adviser. If they said actually I want to come and visit you, they did that. But this 

way, they’re confused in exactly what Debbie said. They don’t even know the 

company that might phone them up. 

LEWIS: No, I mean you’re an adviser, you’ve run these companies for a long time. 

Obviously you think personal advice is best. But, Debbie Harrison, do you think you 

did miss a trick by not saying well let’s go back to an older system, let’s look at how 

the whole thing works? 



 

 

 

 

8 

 

 

 

HARRISON: Well our purpose at the panel is to advise and to challenge the FCA, 

which is already doing its own review, so we’ve presented them with a lot of evidence 

and it’s for them to make the decisions. What we have suggested is a code of conduct, 

a very robust code of conduct for all advisers. 

LEWIS: But not guiders? 

HARRISON: Well that would include … No what I mean … 

LEWIS: It would include the guidance? 

HARRISON: The rather awkward phrase that the FCA uses for guidance is 

“non-advice”, which is oxymoronic, to be honest, Paul. (Bayliss laughs) And also one 

of the biggest concerns was all the introducers out there who simply sell your details 

onto another firm. 

LEWIS: Onto someone else. Okay, I’m sorry, we’re going to have to leave it there, 

but thanks to Debbie Harrison, Stuart Bayliss and, earlier, Katie Morley. We could 

have talked all the programme about it. Whether Jeremy Hardy would have listened is 

another matter. 

Now of course underpinning any pension you buy is the state pension, and more than 

12 million pensioners will be able to boost their state pension under plans published 

this week. Anyone who’s already reached state pension age by 5
th

 April 2016 will be 

able to pay a lump sum to the Government, and in return get additional pension on top 

of the money they’re already entitled to. They can buy the extra in £1 a week units, up 

to a maximum, which will probably be £25. The extra money will rise with inflation, 

like the state pension does. But one crucial detail was missing in Friday’s 

announcement – the cost – and that information is precisely what Money Box 

listeners like Christine need to decide if they’ll take up the offer. 

CHRISTINE: I receive £66 a week with £3.02 from my graduated pension. 

LEWIS: So you get £69.02 a week, which is rather less than the full pension of 

£110.15.  
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CHRISTINE: Yes. 

LEWIS: If there is this opportunity to buy extra pension, would you be interested in 

it? 

CHRISTINE: Dependent upon what I was asked to pay, then yes I would be 

interested. I would look at what interest was being paid by the banks at the time and I 

would look at what I was being asked to pay and see if I would be getting a fair deal 

with interest as opposed to an unknown amount of years with the extra pension. 

LEWIS: Well we’ll talk to Pensions Minister Steve Webb (who devised this scheme) 

in a moment, but briefly just back to Stuart Bayliss. Stuart, the Government hasn’t 

given the price. What do you reckon it would cost someone at pension age to buy £25 

a week for life from the Government without any profit? 

BAYLISS: Well it’s going to be more than £1,000 per pound. It looks like the 

maximum – i.e. £25 – would be around £28,000. And that’s making good 

assumptions, so it’s quite a lot of money. 

LEWIS: It certainly is. Well thanks very much for that. Let’s talk now to Pensions 

Minister Steve Webb. Steve Webb, this is just going to be too expensive, isn’t it - 

£28,000 to buy 25 quid a week pension? 

WEBB: Just to clarify what this is for, it’s saying that at the moment people who are 

at work can top up their national insurance record, give us some money and boost 

their future pension. But until now people who’d already retired, broadly speaking, 

couldn’t do that, and I was contacted by a constituent earlier in the year who said they 

wanted to do that and I had to write back and say well you can’t, we don’t let you. 

And I suddenly thought well why shouldn’t we let people give us some extra money 

in return for which they get an extra pension. As you say it’s index linked for the rest 

of their life and can be passed on after to their surviving partner. 

LEWIS: And of course you’re confining it to the group who won’t get the higher 

single tier pension from 2016, so in a way it’s helping those people who’ve certainly 

been in touch with me – and I’m sure with you – saying well this isn’t fair; I’m 
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retiring you know in March 2016 and my pension will be 30 or 40 quid less than it 

would have been if I could reach pension age in April. 

WEBB: So, as you say, we’re focusing on today’s pensioners because as a Liberal 

Democrat concerned with fairness, one of the things that people say to me as 

pensioners is “It’s not fair. I’ve done the right thing, I’ve done some saving and I’m 

getting 0.0% from the bank.” And what this allows people to do is get a fair rate. We 

don’t profit from it, we don’t lose from it, so the actuaries will tell us what the figure 

is. And people, bear in mind they don’t have to spend tens of thousands of pounds. 

They can buy you know in units, so they don’t have to have a huge amount of money. 

We think more than half of all pensioners in the country would be able to you know 

have enough savings to make some additional pension. 

LEWIS: Yes, you say about 7 million could do it, but you also say the take-up, you 

expect it to be very low, don’t you, because people will be put off? They’ve got this 

money in the bank – it’s sort of emergency money, whatever you like. The thought of 

giving it to the Government, for heaven’s sake, in the promise of a pension for the rest 

of your life is something not very attractive to people. 

WEBB: Well whenever National Savings come out with index-linked savings, 

they’re eaten up like hot cakes because it’s guaranteed … 

LEWIS: Yeah, well so do capital and you’re giving up your capital in this case, 

aren’t you? 

WEBB: That’s right, so the income is guaranteed, it’s index linked by the CPI. If you 

die, your surviving partner can get half of it. So clearly it’s not right for everyone and 

we’re not trying to sort of force anyone to do it if they don’t want to. It’s simply a 

new choice because too many pensioners feel they’ve had a raw deal on savings in 

recent years. 

LEWIS: Sure. And it’s going to depend on your age. It will cost less as you get older 

obviously because it will have to spread over a shorter time. Are you going to vary it 

by health or by postcode because people do live very different amounts of time in 

different parts of the country, don’t they? 
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WEBB: They do. We’ll vary it only by age. So as you get older, because on average 

you’ll live for less time, you’ll pay us less. And we’ll get these numbers from the 

Government Actuary, and so in a sense the reason I can’t say and the price is so and 

so is only this week we got new figures on how long people are likely to live, so we 

need the Government Actuary to crunch those numbers. But as soon as we can, we 

want to give people the cost of this, so that they can make a judgment as to whether 

it’s valuable for them. And if it’s not, clearly they shouldn’t do it. 

LEWIS: But isn’t it going to be a good deal for wealthy people who’ve got the 

money, for healthy people, for women in the South of England whose life expectancy 

is 23 years at pension age, but a really bad deal for men – I don’t know – in 

Manchester or Glasgow or Northern Ireland who’ve got 6 or 7 or 8 years less of life to 

look forward to? They’re going to lose out, aren’t they? 

WEBB: It’s certainly true that it’s good news for women, for a number of reasons. I 

mean, first of all, the state pension is taxable, but the lady you’d mentioned who only 

got a £66 a week pension probably isn’t paying tax, so she would get a better return 

after tax if she doesn’t pay tax. And also on average, as you say, women will live 

longer. So if you’re a couple, for example, and you’ve got savings between you, you 

might choose to buy extra on the wife’s pension rather than on the husband’s pension. 

Women of course tend to do badly anyway in pensions, so this is benefiting a group 

who on average do very badly in pensions. 

LEWIS: But the women who have been complaining about your plans for raising the 

state pension age, the women born from April 53 to April 51, they’re saying that they 

will have to pay an extra twenty thousand odd pounds to get the 25 quid, but people 

born a few weeks later will get £30 or £40 without paying anything. They say it’s not 

fair. 

WEBB: Well bear in mind that’s a misleading comparison because we’re not 

replacing the £110 basic pension with a new one at £144 odd. The new one replaces 

the whole existing pension system – basic, SERPs and all the rest of it. So we’re 

paying roughly what people would have got on average anyway. It isn’t like there’s a 

big cliff edge where we suddenly hike up the basic pension. That’s not how it’s going 
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to work. 

LEWIS: And when do you think you will announce the price? 

WEBB: We’ve now gone back to the Government Actuary and said now we’ve got 

these new longevity figures, could you update us on these estimates? We clearly want 

to get the cost out there as soon as we can. The scheme doesn’t come in until October 

2015, but we know people like to plan ahead. So as early next year as we can, we’ll 

try and get the figures out there. 

LEWIS: Steve Webb, thanks very much. And we’ll be answering your questions on 

state pensions on Money Box Live on Wednesday at 3 p.m. here on Radio Four. 

Lloyds Banking Group was fined a record £28 million this week for the way it 

rewarded its sales staff for selling customers insurance and investments. The Financial 

Conduct Authority says the bonus and incentive schemes were such that they created 

a significant risk that advisers would sell products customers didn’t need or want and 

do that just to get the generous rewards. Altogether Lloyds TSB, Bank of Scotland 

and Halifax sold more than a million products to nearly 700,000 customers between 

January 2010 and March 2012. Some of those will be mis-sales, but exactly who will 

get compensation isn’t so clear. Let’s go live now to talk to Kate Briscoe. She’s a 

consumer finance litigator and a co-founder of LegalBEAGLES, which is an online 

consumer law forum. Kate Briscoe, who might get compensation? 

BRISCOE: Hello Paul. Well at the moment it’s very unclear who’s going to get 

compensation. It seems to be only the 12,000 customers identified who’ve been 

directly affected by these sale staff who’ve been identified as having over exerted 

their sales. This is a little worrying because it seems that there was a big culture of 

mis-selling, so to just restrict it to those groups at the moment is yeah very 

concerning.  

LEWIS: And it says it will contact those affected. Should people just wait to hear? 

BRISCOE: (Little laugh) Well initially I mean there’s going to be a lot of concern 

and interest in the next few weeks on this and obviously we advise people to you 
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know behave patiently to a degree. But given that Lloyds Banking Group were fined 

£4.3 million in only February of this year for utterly mishandling the PPI redress 

situation and mishandling a quarter of those redress cases, we’re not completely 

confident obviously that that’s going to work well. 

LEWIS: Okay. Well stay with us, but we spoke to Lloyds about claiming 

compensation and Money Box’s Bob Howard has been looking at the numbers the 

banks have given out as contacts for customers who think they might have been 

mis-sold. Bob? 

HOWARD: Yes Paul, the Lloyds Group press office sent us four separate contact 

numbers to call, but they’re all 0845 numbers which charge higher rates than basic 

rate geographically based numbers. If you phone on a mobile, it could cost you up to 

41 pence per minute. From June, the Government’s announced firms can’t charge 

customers higher rates to make complaints, but financial services companies are 

currently excluded. We asked Lloyds whether they thought it was fair for customers 

to pay higher rates to talk about a problem the bank had created, so Lloyds then 

provided us with alternative geographically based numbers. 

LEWIS: And, Bob, I know you tried them. Did they work? 

HOWARD: Well confusingly they were listed as numbers you’re supposed to phone 

from abroad. The first number I tried, which was for an 01702 number for Lloyds 

Bank, turned out to be only for lost and stolen cards. I was told if I wanted to register 

an interest in making a claim, I’d have to phone the 0845 Lloyds number. Bank of 

Scotland told me the same thing when I called its 0131 number. The geographical 

number I called for Halifax – 0113 – was more successful: they said I could register 

an interest. TSB told me this was a “legacy issue” and customers should contact 

Lloyds or wait to be contacted by the bank. 

LEWIS: Thanks very much, Bob. TSB of course now a separate company from 

Lloyds. Hard to make contact even to lodge an interest in a claim, Kate. I suppose you 

could just put in a claim, as you do with any other thing, and use that decision notice 

from the Financial Conduct Authority, which is pretty damning, as your evidence? 
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BRISCOE: Yes indeed, you can do that, and we’ll be watching closely as to how that 

process is handled over the next few weeks. It is hard to know until it plays out, to be 

honest, at the moment. There’s been so many similar scandals of late. None of them 

seem to have been handled particularly well. Ultimately customers can complain to 

the FOS if they don’t get correct you know … 

LEWIS: The Ombudsman Service. And just on the compensation, if you were 

mis-sold insurance products - what would you get if you’ve been mis-sold an 

insurance product? 

BRISCOE: Well I mean we understand that it would be a straightforward refund of 

the monies that you parted with over the historical period of time that you were 

paying the product. This raises questions of any consequential losses that were 

incurred as a result of paying out for products that you didn’t need. Again we’ve got 

no information as to whether there’ll be any consideration given to that. 

LEWIS: And the point that the FCA make to me – and I’m sure the bank would as 

well – is that some of these investment products, even if technically they were 

mis-sold, the market’s done so well since the date they were sold people might have 

made money, so they haven’t lost anything. 

BRISCOE: Yes, that’s a very interesting point indeed. I mean it’s an uncomfortable 

point because it could have so easily gone the other way and we’d be in a very 

different situation. I personally wouldn’t like to bank an investment on you know such 

a chance, and if these people didn’t need the product to start with, that makes the 

situation even more ironic. Thank goodness we’re not handling a bigger picture and a 

bigger problem because of that. 

LEWIS: And the dates the conduct authority investigated were 1
st
 January 2010 to 

31
st
 March 2012. Just briefly, do you think mis-selling by the bank was confined to 

that period? 

BRISCOE: No, we know it wasn’t. I mean we’re very concerned about the overall 

culture at Lloyds because it seems that within only 3 weeks of the January 2009 

through to March 2009 bailout period, the Lloyds Trade Union released a document 
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-shameless opportunity - recording this increase in the sales practice, and that was the 

beginning of 2009. 

LEWIS: Kate Briscoe, must stop it there, from LegalBEAGLES, thanks.  

Well that’s almost it for today. Now a couple of weeks ago, I ended the programme 

with the phrase ‘A fool and his money are soon parted’ at the suggestion of Money 

Box listener Anthony Hollis, so we thought we’d ask you to suggest other phrases to 

end the programme with. You can contact us with those through the website or you 

can tweet me and we’ll use some of the best money tips over the next few weeks. 

(Henry Mancini Music) Our website is bbc.co.uk/moneybox where there are links, 

useful things to do. I’m back, as I said, on Wednesday with Money Box Live taking 

questions on pensions. Back with Money Box next weekend. Today music Henry 

Mancini, reporter Bob Howard, producer Emma Rippon. I’m Paul Lewis.  


