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LEWIS: Hello. In today’s programme, the Court of Appeal opens the way for tens of 

thousands of people to claim hundreds of pounds for flight delays. As the Revenue 

tries to close an inheritance tax loophole used by the wealthy, we find out what people 

of more modest means can do to reduce the tax. Should you put Tesco’s new current 

account in your trolley or are there better deals? And a warning that interest rates will 

rise sooner than anyone expects and mortgage lending could get tougher again.  

But first, claiming compensation when a flight arrives late should be easier after a 

Court of Appeal ruling this week. Airline passengers who are delayed more than 3 

hours can claim compensation of up to about £500 each, but it can be very difficult to 

make airlines pay up. They rely on a loophole which says they needn’t pay if the 

delay was due to “extraordinary circumstances”, and for most airlines that includes 

technical issues with the aeroplane. Money Box listener Michael Pinnington and his 

wife Elizabeth were delayed more than 5 hours on a flight back from Alicante. They 

applied for compensation which between them would have been around £640. 

PINNINGTON: When we applied for compensation, Ryanair said they admitted it 

was a technical fault, but they said that it was “extraordinary circumstances”, 

therefore we were not entitled to any compensation due to an EU ruling. After that, I 

thought it was not worth pursuing it any further. Until earlier this week, I noticed that 

another airport company had been taken to court for a similar thing of technical fault. 

I just feel that airlines are beginning to fob us off because the EU ruling is a little bit 

vague as to what is “extraordinary circumstances”. Surely a technical fault is the fault 

of the airline? 
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LEWIS: Well three appeal court judges agreed with Michael this week and ruled 

unanimously that repairing technical faults was just a normal part of running an 

airline. Even if the fault was unforeseen and indeed unforeseeable, it could not 

therefore be an “extraordinary circumstance”. It follows that a delay due to a technical 

issue falls within the normal compensation rules. Well live now to our Salford studio 

to talk to Andrew Morton, a travel and tourism lawyer at Minster Law in York. 

Andrew Morton, how significant is this case? 

MORTON: Well it’s very significant. About 30% of claims that are brought against 

airlines for delay of over 3 hours arise from technical problems with the aircraft. And 

whereas previously these claims would be rejected by the airlines, this decision makes 

it very clear now that that will not be possible. 

LEWIS: And so any technical issue, any mechanical defect, they’re all covered by 

this ruling? 

MORTON: Yes, unless with the very rare exception where it is some inherent 

manufacturing defect with the aircraft. But apart from that. 

LEWIS: And just remind us about the scale of the delay because you can’t get 

compensated for any delay, can you? What are the rules around that? 

MORTON: Indeed, there’s a scale. So the delay has to be for more than 3 hours and 

then the scale increases if you are delayed for more than 4 hours and is also variable 

depending on how long your flight was. 

LEWIS: And this has to be a departure from an EU airport, an arrival at an EU 

airport, but in that case only on an EU carrier, so it’s a bit complicated. 

MORTON: It is. In fact this of course covers the majority of passengers departing 

from the UK. 

LEWIS: And how would Michael and his wife and I believe tens of thousands of 

others who’ve been rejected by airlines now go about getting their compensation? 

MORTON: Well my advice would be for Michael to write again to the airline and 
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ask them to review their decision in the light of what the Court of Appeal have said 

this week. 

LEWIS: But when we’ve talked to the airlines yesterday, they were all saying that 

either they didn’t think it did change the rules or they weren’t going to make any 

change for now; they were looking at it. It’s hard to make them, isn’t it? How could 

you do that? 

MORTON: Well what you can do is you can take steps to bring an action in a Small 

Claims Court, which is where this would be heard, and that would be an action which 

is designed to be very straightforward for the consumer. Or you could alternatively 

seek the advice of a lawyer who may be able to assist with you that, but that’s likely 

to result in a deduction from your compensation. 

LEWIS: Yes and of course avoid the cold callers who I’m sure will be ringing people 

up saying they can do the job for you. 

MORTON: Yes.  

LEWIS: So you put in a claims to the Small Claims Court, but we’ve also heard that 

airlines might be saying well this might appealed; we’re not doing anything till it is. 

But they can’t do that, can they? 

MORTON: Well at the moment what the Court of Appeal have said is that they have 

refused them leave to appeal to the next highest and the highest court in the land, 

which is the Supreme Court. But what the airline can do is the can in effect appeal 

against the decision preventing them from appealing, and I think that that’s something 

that they’re likely to be considering just because of the scale and financial 

implications for them of this issue. 

LEWIS: Yes because a plane with 250 people on it and they all claim 400 euros, as 

Michael and his wife could, I mean that’s £85,000, isn’t it? 

MORTON: Indeed. And not only that. We’re looking at a backlog of people going 

back a number of years who may also be able to come forward and claim now. 
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LEWIS: And is this going to put fares up because we’ve certainly heard that? One or 

two people have tweeted me. Richard Harris said it will just put the price up. 

MORTON: Well it’s an interesting point, isn’t it? I suppose someone’s got to pay for 

this, and it seems to me that there are only two possible ways that it can be paid for 

and that’s by an increase in fares or a decrease in the airlines’ profits. 

LEWIS: Yes, well I wonder which one they’ll chose. (laughs)  

MORTON: Andrew Morton of Minster Law, thanks. And if you think this is all a bit 

complicated, I have to say even the Civil Aviation Authority got it wrong this week 

and said old cases which had been refused by the airline couldn’t be reopened. They 

can. It was only after Money Box pointed out the error that the Civil Aviation 

Authority issued a correction last night. 

And now a headline. 

HEADLINE: Inheritance tax drive could drive elderly overseas. 

LEWIS: Well that was the Telegraph earlier this week warning that a clampdown on 

avoiding inheritance tax by using trusts would leave what it called “prodigal heirs” 

free to spend hard earned family wealth. Quite how they got there, I wasn’t sure, but 

in fact the Revenue is trying to close a loophole which allows those with considerable 

wealth to avoid inheritance tax by opening a succession of trusts and paying money in 

over a period of time, thus reducing their inheritance tax bill. Now that change is 

unlikely to affect more than a few wealthy people and in fact inheritance tax itself is 

only paid on the estates of one person in twenty who dies. Let’s talk first to Chas 

Roy-Chowdhury, Head of Taxation at the Association of Chartered Certified 

Accountants. Chas Roy-Chowdhury, a lot of people do worry about IHT. Why when 

it’s only paid on less than 5% of estates? 

ROY-CHOWDHURY: I think the main reason is because people have paid tax 

already and they’ve bought property - mainly their house for most people - and they 

want to pass it on tax free to their children or grandchildren. And they just feel it’s 

something where they’ve actually worked for a long time in their lives. It’s a small 
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part of their wealth which they don’t want to see the taxman getting a percentage of. 

LEWIS: And I suppose with rising house prices, there are more and more people 

whose house alone really would take them over the £325,000 limit when they die? 

ROY-CHOWDHURY: Yes that’s right. And even where you’ve got a couple, where 

you’ve got a married couple or in civil partnership, you can have the two nil rate 

bands of £325,000 doubled, so £650,000, but even that is getting to a stage where 

property prices going up won’t be enough to cover the … you know get you out of tax 

completely. 

LEWIS: No, certainly in some parts of the UK. And what role can trusts play and 

what’s the Revenue trying to do to clamp down on the use of a trust? 

ROY-CHOWDHURY: Well the idea was that you could actually settle property into 

trusts. So property wealth - so it’s not necessarily a house - you could property into a 

trust and it would therefore have multiple, as you said, have multiple trusts and you 

could use multiple nil rate bands of £325,000 to shelter that gain and therefore at the 

end of the day not pay any inheritance tax; shelter that IHT and therefore not pay any 

IHT at the end of the day. What the Revenue are trying to do is actually only allow 

one IHT nil rate band against multiple trusts or a single trust and that would be it. And 

in some ways they’re saying it’s about simplification, but in lots of ways it’s a tax 

grab because as an individual you still get multiple nil rate bands every 7 years. 

LEWIS: Right, yes, if you give it away. Yes, I see what you mean, but they’re trying 

to make sure wealthy people don’t do that in future. We’ll come back to that in a 

moment perhaps, but with me in the studio is Julia Abrey, a partner with City 

solicitors Withers. Julia, lots of people worry about IHT even though one in twenty 

pays it. What can people of much more ordinary means do to mitigate it? 

ABREY: Well, as Chas said, inheritance tax is chargeable on the size of your estate, 

so obviously if you can reduce your estate then there’s going to be less tax to pay. 

You could spend it of course, but what most people do is to give it away. There’s a set 

of annual exemptions you can think about. There’s £3,000 a year and if you don’t 

spend it in year one, you can carry it forward for just one year and do £6,000 in year 
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two, or you could do the £250 small gift exemptions to a range of people.  

LEWIS: And of course anything you give away and you live 7 years, that drops out 

of the calculation anyway. So give a lot of way and live is another answer. 

ABREY: That’s absolutely right. But what if you’re a bit worried about whether 

you’re actually going to live for the 7 years. Is it still worth thinking about doing it? 

Probably or it might be. If you’re going to give something away that’s going to go up 

in value then all that gain is going to accrue in the hands of the person you’ve given it 

to, not you; and, depending on how much you give away, if you live over 4 years the 

tax may begin to go down. 

LEWIS: And how does it work with couples because if you’ve got two parents - 

they’ve got children, they want to give them money – do they get £3,000 a year each 

to give them and they can move money between them to achieve that? 

ABREY: They do get £3,000 a year each. 

LEWIS: And also if you’ve got an income, you can do something with that, can’t 

you? You can give that away? 

ABREY: That’s absolutely right. There’s a special exemption to which the 7 year 

survivorship period doesn’t apply - if you’ve got income which is surplus to your 

normal expenses of life. It’s called the normal expenditure out of income exemption. 

You have to work it out quite carefully to see that you really do have surplus income. 

You need to make regular payments out of it to a person. 

LEWIS: Most people though, as we were saying earlier, who are affected by 

inheritance tax, it’s going to be their house, what they live in. Now you can’t give bits 

of that away. How do you mitigate that? 

ABREY: It is hard to plan with your house if, as most people do, you want to stay 

living in it. Gifts only work if you can actually give something away and have it 

properly given away. Well I think the most practical piece of advice is to downsize if 

you can. Sell your house, free up some money and give that away. But if you can’t, 

there are other options. There are sharing schemes you can do. You can give it away 
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and then rent it back. There are all sorts of rules about this, so be careful.  

LEWIS: That’s a bit complicated. Or I suppose you could take out equity release and 

raise money from it when it would be worth less when you died? 

ABREY: You can consider that kind of scheme. It all needs advice though. They can 

be complex. 

LEWIS: And briefly, a trust. Are they any use to ordinary people, to set up a trust, or 

is it just for the wealthy? 

ABREY: They’re very useful. What trusts are, it’s not necessarily for tax. It’s a very 

good protection scheme. It keeps money in a safe and reliable place for children, for 

perhaps people who might be vulnerable – special trusts for them – and it’s really a 

good vehicle for everyone to consider. Don’t be afraid of trusts. 

LEWIS: Okay and get a lawyer. Obviously it can be a bit expensive, but if you want 

to do that, that’s the option. Julia Abrey from Withers, thanks. And earlier Chas 

Roy-Chowdhury. Thanks very much to you. 

Now Tesco launched its first current account this week. It’s the latest of the so-called 

“challenger” banks to take on the high street giants following Marks and Spencer, 

which launched its current account last month, as well as Metro Bank and TSB. 

Virgin is planning to launch a current account later this year. Figures show that 

customers are ready for a change. We’ve been switching in considerable numbers 

since September when rules came in, making it quicker and easier to move your bank 

account. According to the Payments Council, more than 800,000 of us changed 

current account bank between September and May. So can the challenger banks tempt 

us away from the traditional? Hannah Moore’s been looking into this. Hannah, first 

Tesco. What’s on offer? 

MOORE: They’re calling this a no gimmicks account for everyone. They say it’ll 

reward you if you stay in credit but won’t punish you too harshly if you go 

overdrawn. 

LEWIS: And what are the rates? 
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MOORE: The account pays 3% interest on amounts up to £3,000 and overdraft 

charges are 18.9% AER. 

LEWIS: And is that the best on the market? 

MOORE: It’s hard to compare, but Nationwide is offering 5% interest for the first 

year if you keep up to £2,500 in the account, although it falls to 1% after a year. And 

if you’ve got more than £3,000, then Santander’s 123 Account offers 3% interest on 

up to £20,000 as well as up to 3% cashback on household bills. 

LEWIS: And how do these compare with the other so-called challenger banks I 

mentioned earlier? 

MOORE: Metro Bank was the first in this field. It doesn’t offer interest, but the 

overdraft charges are better than Tesco’s at 15%. Plus it’s free to use your debit card 

anywhere in Europe. Marks and Spencer’s current account is similar with overdraft 

charges of 15.9% and no credit interest. Both of these accounts are free to use no 

matter how much you deposit per month, whereas Tesco’s is only free if you put in at 

least £750 per month. It costs £5 a month otherwise. The pull for both Tesco and 

Marks and Spencer’s accounts is the loyalty points. Tesco gives one clubcard point 

for every £4 you spend in store and one point for every £8 spent elsewhere. Marks 

and Spencer offer a more generous one point for every £1 spent in store. So if you 

shop there a lot, it may be worth making the switch, but it’s not a huge perk. 

LEWIS: Thanks Hannah. Well if your head’s spinning with all that information, a bit 

like mine, I’ve got Sylvia Waycott with me. She’s Editor of Moneyfacts.co.uk. Sylvia 

Waycott, it is all complicated trying to choose the best one for you. Where do you 

make a start? 

WAYCOTT: I think the first thing that you’ve got to do is be really honest with 

yourself and decide how you actually run your current account. Are you the sort of 

person that actually spends just a little bit more than you actually earn? Are you the 

sort of person that never spends all that you earn or are you the sort of person that 

sometimes has money in their account and sometimes at the end of the month is 

overdrawn because that’s really the basis for which sort of account is best for you? 
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LEWIS: Yes because if you’ve got £20,000 to spare, you open a Santander 123 

Account and leave it in there. But most people don’t have £20,000 in their current 

account, do they? What if you’re just a much more ordinary person with your money - 

you get a bit of money at the end of the month for your wages, you might go 

overdrawn as the end of the month approaches – which is the best for you? 

WAYCOTT: Well that’s why we like this Tesco account, because it’s actually aimed 

at the majority of people who like to stay in credit as much as they can but sometimes 

can actually just go overdrawn. It doesn’t offer the best interest rates and it doesn’t 

offer the cheapest charges, but what it does do is it offers good in both circumstances 

and it’s unusual in that it actually features in our best buy charts both for offering high 

interest and also for offering low charges. 

LEWIS: And going back to the Nationwide account which we mentioned. I mean 

they give you 5% but only for a year and you’re not going to switch your account 

after a year just because of that, are you? That seems a bit mean to me. 

WAYCOTT: No because there’s all the direct debits and everything like that that go 

with the current accounts. I mean they’ve got the switching now and that’s a great 

service and people are starting to vote with their feet if they’re unhappy, whereas 

years ago even if you were really unhappy with your current account you’d think it 

was so much trouble you’d just stay with it. So I think that people will move their 

accounts more and if people go to Tesco – TSB sorry - because they like the interest 

that it’s offered and then it drops, then they might well move, but it’s not an account 

that traditionally like a savings account you would just walk all over the place for the 

best rates. 

LEWIS: One problem with the big banks now is that if you have an overdraft, if you 

drop into your overdraft occasionally at the end of the month, they’re now moving 

from a percentage to a daily fee, aren’t they? 

WAYCOTT: Oh yes. 

LEWIS: And Barclays is doing this from Monday and that can be very expensive. 
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WAYCOTT: It can be. It’s been done, we’re told, because it’s transparent, you can 

see exactly what the charges are; it’s quite clear from the provider’s point of view and 

it’s quite clear from the account holder’s point of view what you’re going to be 

charged. But it’s not actually because whilst you can see what you’re going to be 

charged with a daily fee, you can’t actually really compare that with the other 

percentage fee. So, for instance, if you had an overdraft of £500 and it was charged at 

50p a day for 10 days – quite simple: £5. However, if you were to perhaps have the 

Tesco account where it was 18.97, same scenario, you wouldn’t have a clue what 

you’d be charged but it would actually be £2.59. 

LEWIS: Yes. And certainly I was looking at some Barclays figures and if you’re 

£100 overdrawn for 15 days you’d be charged 73p now and that will be £11.25 a 

month from Monday, so it is going to make a big difference to a lot of people. Do you 

think though briefly these challenger banks will take enough customers? I mean 

80,000 a month of us change, but they’ve got tens of millions of accounts, haven’t 

they? 

WAYCOTT: Yes, but the challenger banks like the TS… Tesco, sorry, that one has 

all of its customers that shop in its stores, so they’re actually probably going to be 

interested because of the additional benefits you can get from the Tesco points. Marks 

and Spencer’s again, it’s aiming at its customer base, which is vast. 

LEWIS: Yes, so it’s looking at its regular shoppers as well. 

WAYCOTT: Yeah. 

LEWIS: Thanks very much, Sylvia Waycott, from Moneyfacts.co.uk.  

Well there was some very important dinner party conversation at the city residence of 

the Lord Mayor of London this week. Addressing the annual Mansion House dinner, 

the Governor of the Bank of England Mark Carney got his audience’s attention when 

he came to the point of interest rates. They’ve been held of course at a record low of 

0.5% for more than 5 years, since March 2009. 

CARNEY: There’s already great speculation about the exact timing of the first rate 
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hike and this decision is becoming more balanced. It could happen sooner than 

financial markets currently expect. 

LEWIS: So a rate rise sooner than anyone expects. Live now to talk to Justin 

Urquhart Stewart, Director of Seven Investment Management. Justin, will it be sooner 

than you expected? 

URQUHART STEWART: Well we’ve been looking at the figures, the growth 

figures of the economy, because although it means interest rates going up, it’s going 

up for one reason. That is because the economy is doing quite well. And, as the 

figures have been improving, so actually the indicator of saying when rates might go 

up has been getting shorter and shorter. Now we’ve had a clear line. We’ve been 

softened up by Mr Carney and so we now should be prepared. We know rates are 

going one way – they’re going up – but it’s going to be quite likely possibly this year. 

LEWIS: He has said though it’s going to be small, isn’t it – maybe 0.25%, maybe 

less, no-one knows? Savers won’t notice much difference, will they, and nor indeed 

will borrowers? 

URQUHART STEWART: No sadly savers won’t notice. They’re the ones who’ve 

been under so much pressure and of course there are more savers and borrowers. No, 

what will happen though – I think it will be a very small rise. He wants to put a shot 

across the bows and to be able to say look, this is now the direction of travel. Sterling 

has gone up as a result of it, so that’s actually good news I suppose for travellers but 

bad news obviously for our exporters. But no, it’ll only be a small move. But he will 

remember – not personally but he’ll know from history – back in 1936 the Americans 

started raising rates coming out of the Depression and the result was it went straight 

back into recession again. So it’ll be the judgement of Solomon – do it slowly, do it 

gently - but we’re moving in that direction.  

LEWIS: And we’ve talked about funding for lending on the programme before, 

which is this cheap money that banks can borrow from the Bank of England. That will 

come to an end in the next few months or the next 12 months. That will make a 

difference to savers itself, won’t it? 
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URQUHART STEWART: Yes it will make a difference because actually what it’s 

been doing obviously, it’s been encouraging people - giving them almost a guarantee 

in terms of some of the mortgages - and we really didn’t want to be seeing that 

obviously because guarantees are supported by the Government and guess who’s 

paying for that. We do. So we want to see the end of that, but we do want it still there 

for small businesses and that’s going to be crucial. 

LEWIS: And you mentioned mortgages and, not to be outdone by the Governor, 

George Osborne, Chancellor of the Exchequer, entertained the Mansion House dinner 

guests with his own big announcement. 

OSBORNE: I am giving the bank new powers over mortgages, including over the 

size of mortgage loans as a share of family incomes or the value of the house. In other 

words, if the Bank of England thinks some borrowers are being offered excessive 

amounts of debt, then they can limit the proportion of high loan to income mortgages 

each bank can lend or even ban all new lending above a specific loan to income ratio. 

LEWIS: Well that was the Chancellor of the Exchequer. And of course Business 

Secretary Vince Cable, Justin, said he’d been appalled that banks had been lending 

five times the mortgage applicant’s income. But this is confusing me because the 

Financial Conduct Authority made lenders stop looking at income multiples and 

assess affordability. Are we now going back to the bad old days of income multiples? 

URQUHART STEWART: I’m afraid he’s muddied the waters here awfully because 

actually do we want to make sure is it by affordability? Can you afford this mortgage 

with the various stress tests, as they’ve been talking about, even down to your golf 

club membership and gym membership? Or is it actually creating some form of cap 

which the Bank of England could introduce on this for loans to income or value of the 

house? So it’s muddled. It looks as though the cap actually will only be used as a last 

resort. But I must say it didn’t actually help that but then again he was in front of a 

star speaker, so I’m afraid it was George Clooney who won out on the night. 

LEWIS: (laughs) And so when do you think we might see a change because this is 

quite long-term, isn’t it, briefly? 
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URQUHART STEWART: I think we might see something in November. A very 

small change, but everyone should now do their own personal stress tests to see what 

it would be like if you were paying quarter or half a percent more. 

LEWIS: Okay. Justin Urquhart Stewart, thanks. And we did ask the Treasury for 

details about when the consultation would start, but it couldn’t tell us. It did say it 

expected all these measures to be in place by the end of this Parliament, so next 

spring.  

And just time for a quick reminder. Hannah, from yesterday companies can no longer 

charge premium rates when you call customer services? 

MOORE: Yes. Instead of an 0845, 0844 or 0870 number, you have to be offered a 

normal landline beginning 01, 02 or 03. There are exceptions. Financial services are 

not included, although they will have to comply within a year. And of the companies 

that do have to comply now, not all of them are yet. 

LEWIS: And as we reported last week, online shoppers had more rights from 

yesterday? 

MOORE: Yes, this is all part of a new European law that’s come in. There’s a fair 

amount of detail, but the main headlines are you’ll have 14 days to return an item 

you’ve bought online from the point at which you receive it and pre-ticked boxes are 

now banned on websites. 

LEWIS: Then we shouldn’t find we’ve bought something by mistake by forgetting to 

un-tick a box. Hannah, thanks. 

That’s nearly it. Just one quick email from Robert. ‘Worried about inheritance tax? 

Move to glorious Alderney? We don’t have it.’ But that is it for today. More 

information and links on our website: bbc.co.uk/moneybox. Download the 

programme, listen to episodes, send us ideas – and they’re coming in thick and fast. 

Indeed some people saying the airlines are ignoring the Court of Appeal ruling 

already. Ruth Alexander’s here on Wednesday with Money Box Live taking questions 

on equity release, using your home to raise some money. I’m back with Money Box 
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next weekend. Today the reporter was Hannah Moore, the producer Ruth Alexander. 

I’m Paul Lewis.         

 

             


