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LEWIS: Hello and welcome to Money Box back in Broadcasting House, Central 

London, from our new all digital studio S32. Last time we were here, it was the last 

millennium and Alison Mitchell was presenting. The thing about digital - it either 

works perfectly or not at all - so if I suddenly (silence) disappear, you’ll know what it 

is. In today’s programme, mobile phone provider 02 puts up prices on its fixed term 

contracts and customers who leave will pay a penalty. An Asda credit card leaflet tells 

its customers to “make Christmas magical” by taking up to £300 cash on the card, but 

fails to mention all the charges. New rules to control firms which take out Continuous 

Payment Authorities on credit and debit cards. Five million Lloyds customers are told 

their accounts are being moved - and some don’t like it. And even the poorest 

households in Wales will have to pay some council tax from April costing 330,000 

people up to £100 a year or more.  

But first, if you signed up for a fixed term contract, you’d be forgiven for thinking the 

terms were well fixed, but you’d be wrong. 02 is the last of the big mobile phone 

companies to raise prices for customers who are in the middle of what they thought 

was a fixed price deal. I got to know about it from many of its customers who 

contacted me on Twitter to complain. Dusty Bin wrote ‘Phone contract signed with 

O2 a year ago. They decided to change tariff and increase price. Can’t exit. Must pay. 

Fair?’ And Kevin Walker tweeted, ‘02 told me they’re putting up my 24 month 

mobile contract tariff by £1.15 a month because of inflation. Can they do this? Over 



 

 

 

 

2 

 

 

 

20 months, I’m locked in. That equals £23. Big money if all 02 customers are hit.’ 

Well the consumer group Which? estimates 10 million people have been affected by 

price rises like this from all the big mobile phone companies. It’s complained to the 

industry regulator Ofcom, which says it’s going to start a consultation about the 

problem before the year is out. We invited 02 onto Money Box but it refused to be 

interviewed. Live now to talk to the Executive Director of Which?, Richard Lloyd. 

Richard Lloyd, you’ve taken a complaint about this to the regulator. Why can firms 

change what seems to be a fixed contract? 

LLOYD: Paul, these price rises are the last thing that 02 customers wanted for 

Christmas, and what 02 and all the other major suppliers have been relying on is a 

clause hidden away in their fixed term contracts that allows them to raise prices by up 

to the rate of Retail Price Inflation, relying on a legal argument that this isn’t 

materially detriment to the customer. Now it’s up to the supplier to decide what’s 

materially detriment. They’ve all gone well raising our prices in this way isn’t so bad 

for the customer; we’re just going to do it. But what’s so annoying about this for so 

many customers that are being stung like this is that often when you’re sold these 

fixed term contracts, you’re persuaded by the sales assistant that the price won’t go 

up. We went undercover to all the major mobile phone shops in recent months and 

eight out of ten shop assistants said the price will stay fixed even when we 

specifically asked them. So a lot of people are being misled about this. 

LEWIS: Well and presumably the sales staff were misled themselves because if they 

weren’t lying, they presumably really thought that was the case. And getting back to 

this materially detrimental question. Now the company’s putting bills up by 3.2%. 

That’s the rate of inflation by the Retail Price Index. And that is materially 

detrimental to a lot of people, isn’t it, because their pay is frozen or it’s gone up by 

1% on average, so a 3.2% rise does cost them money? 

LLOYD: It nets the mobile phone operators millions and millions of pounds - we 

reckon about £45 million of extra revenue so far this year. And, as you say, people 

whose incomes are getting squeezed, whose other monthly bills are going up, this 
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isn’t peanuts. This adds up. You’ve budgeted maybe for 2 years ahead and now 

you’re getting asked to pay much more and you can’t escape that without paying a 

penalty. That’s why we’ve said to Ofcom they have to force the suppliers to say fixed 

really means fixed. Thirty-four thousand people have backed our campaign on this 

now. What we want Ofcom to do is very quickly announce a consultation on rules that 

would stop suppliers relying on this clause, get rid of this clause. Or if they are going 

to insist on keeping it in, people should be allowed to escape a contract without any 

penalty. 

LEWIS: Yes but Ofcom has specifically said it thinks this clause means what the 

companies think, so is it really going to make a big change like that? 

LLOYD: Well I think if enough of us complain - and by the way, we should all be 

complaining to 02 and the other suppliers about this - many people have told us at 

Which? that if you do, once you’ve been given notice of this increase, if you go back 

and drive a hard bargain, particularly if you’re towards the end of your fixed term 

contract, then they may shift and give you a better deal. But no, Ofcom should do 

their job and protect consumers against these hidden price increases. We want to see 

new rules brought in that stop this and also the operators being just much more 

upfront about it and treat customers fairly. 

LEWIS: Richard Lloyd from Which?, thanks. And don’t forget whatever the 

problems with monthly contracts, they’re probably still cheaper than pay as you go. 

People with an Asda credit card have been sent a leaflet suggesting they “make 

Christmas magical” by taking up to £300 out in cash on their credit card. That’s a 

very expensive way to borrow money and the leaflet didn’t even explain all the costs. 

Money Box’s Bob Howard’s been looking at this. Bob? 

HOWARD: Paul, Asda Money launched a new credit card in July this year issued by 

Creation, which also trades as Sigma Bank UK. Creation has recently sent customers 
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flyers wishing them a Merry Christmas and encouraging them to use the new cards.  

ASDA FLYER: Why not pop down to your local ATM and use the cash facility on 

your Asda Money credit card? You can withdraw up to £300 a day. 

HOWARD: As you said, Paul, using a credit card is an expensive way to get cash. 

With the Asda card, it costs at least £5 per transaction or 3% of the amount withdrawn 

- whichever is greater. But the flyer fails to mention you’ll be charged an APR for 

cash of 27.9% and you’ll be charged interest from the moment the cash is taken out to 

the day it’s repaid. That’s even if you repay the balance in full. It just says account 

terms and conditions apply. Guy Anker, News Editor for MoneySavingExpert, says it 

could catch a lot of unwary customers out. 

ANKER: It’s deeply irresponsible of any bank to suggest taking money out on a 

credit card is wise or to actively promote it. Taking out cash on a credit card anyway 

is expensive and is a bad thing to do. It’s even worse on this card. There is no mention 

on this flyer of interest. We’ve just talked about how expensive the interest is. I don’t 

see this on this flyer, so it’s not fair and it’s not clear and it is misleading. Do not take 

cash out on any credit card, this card or any card. It’s not the right thing to do. 

HOWARD: Asda says that the flyers were sent out by mistake by Creation, the 

company that issues its credit cards. And Creation has admitted as much. 

CREATION STATEMENT: This mailing was our mistake. The letter promoting the 

cash advance facility was not approved by Asda and should not have been sent. We 

sincerely apologise to all the Asda customers that received this letter. 

HOWARD: Money Box has learnt that the same flyer has been sent to other cards 

run by Creation, including the airline Flybe. Creation now says it’s looking again at 

its whole marketing campaign. 
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CREATION STATEMENT: We are now reviewing whether it is appropriate to 

promote the facility in this way. To ensure completely transparency any future 

activity will include all associated charges. 

HOWARD: Asda has also apologised to customers. It told Money Box it would 

never encourage anybody to pay for Christmas by withdrawing cash on a credit card 

and it said it was working with Creation to ensure this never happens again. 

LEWIS: And, Bob, it’s not the only problem with the Asda credit card highlighted by 

listeners this week. 

HOWARD: No. As we mentioned, Creation has only been the issuer of the Asda 

credit card since July. Before that, it was Santander and those cards expire in 

mid-January. Money Box has been contacted by several Asda credit card holders who 

want one of these new credit cards but have been refused. Amongst them Julie from 

Newark emailed to say she’s had an Asda credit for 4 or 5 years and received a letter 

from the Asda Money team inviting her to apply for a new card with the new issuer. 

As a valued Asda credit card holder, the letter says: ‘We’d love you to move with us 

too’, so she was surprised when her application was declined. 

JULIE: As far as I know, my credit history is 100% perfect. I’m 51, I’ve had various 

credit cards over the years, have never defaulted. I have a mortgage, have never 

missed a payment in 24 years, and I’ll own my home outright next year. The only 

thing that’s changed is that I got divorced in July. 

HOWARD: And Brian, who had the Asda credit card with Santander for 5 years, is 

also puzzled about why he’s been turned down. 

BRIAN: My application was based on a credit scoring system and in my case there 

doesn’t appear to be enough information recorded to allow us to make an informed 

decision, so I couldn’t therefore have a card. That now becomes the one piece of 
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information they will have on me, which seems all a bit sort of Orwellian, doesn’t it? 

HOWARD: Creation has told us they carefully assess each new application and their 

decision is based on information from the individual and credit reference agencies. 

Eligibility will depend on a number of factors which may change over time and may 

lead to an application being turned down. They say they’re happy to talk to customers 

who’ve contacted us to see if they can review or explain their decisions in more detail. 

LEWIS: Thanks Bob. Well live now to Nottingham to speak to James Jones. He’s 

Head of Consumer Affairs at the credit reference agency Experian. James Jones, both 

Julie and Brian believe they have a good credit history. Why might Creation refuse 

them this card? 

JONES: Well of course you know credit is a privilege, it’s not a right, and lenders are 

you know free to pick and choose which customers they want to do business with. We 

provide millions of credit reports to the UK public every year and credit refusal is a 

fact of life and you know it’s one of the major motivations really for people coming to 

talk to us. 

LEWIS: But in the case of Brian, he seems to have had almost no credit record, I 

think what you call a thin file. That can be a problem when you want to get your first 

card, can’t it? 

JONES: Well it can be because lenders look at your credit report to mainly do two 

things - one to see what credit you have already; and also to see if there’s evidence 

that you can be trusted to pay things back on time. Now if you’ve got very little 

evidence, then that’s a bit of a question mark and your credit score’s not going to be 

great. 

LEWIS: Yes, though I suppose at least in Brian’s case, he has had an Asda card, so 

there should be some record there. And what about getting this decision changed? Is 
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that ever possible? What information can you get about why it was made and what 

you might do about it? 

JONES: Well there are clear guidelines for lenders to help people understand credit 

refusal, so lenders should - although you may need to ask - be able to give you the 

principal reason for saying no. It can simply be because of your credit score, it might 

not be because one of particular thing, but they should be able to give you some 

guidance and certainly they should indicate whether the information on your credit 

report played a part in their decision to say no. 

LEWIS: And in the case of Julie - I think we got her permission for you to look at her 

credit record - is there anything on it you think was going to stop her getting this 

card? 

JONES: Well that’s right, Julie visited the Experian website yesterday. She got a 

report. And we also provide a score to help people understand how a lender is likely 

to view the information; and we actually gave Julie our top score, so that suggests that 

the issue isn’t probably with her credit report. 

LEWIS: No, so it could just be they think they’re not going to make any money out 

of her. 

JONES: It’s quite possible. 

LEWIS: James Jones of Experian, thanks very much for talking to us. 

The Office of Fair Trading has warned 24 businesses who use Continuous Payment 

Authorities on credit and debit cards to make customers aware of what they’re signing 

up for and what their rights are to cancel. These authorities are recurring payments 

made, as I said, on a debit or credit card, and by signing up to pay by this method you 

agree to let another business take money from your card for a monthly subscription 



 

 

 

 

8 

 

 

 

or, for example, when your insurance is due for renewal. The method of payment has 

concerned a number of Money Box listeners over the last few years. Here’s a couple 

of them. 

MONEY BOX LISTENER 1: When you’re entering into the contract, I wasn’t 

really aware that this was different from a direct debit. I felt really frustrated because 

it was my money, my account. Clearly I’d evidence I’d cancelled the service but yet I 

was powerless to stop the payment. 

MONEY BOX LISTENER 2: I understand you know there can be benefits about 

continuous payment where you want things to be automatically renewed. But when 

you actually take the trouble to cancel something absolutely and you’ve made that 

clear, I can’t believe that they can pick it up at any later date that they might choose 

having retained all your details, charge you, and hope that somehow you won’t notice. 

LEWIS: In fact continuous payments can always be cancelled now just by telling 

your bank, but that isn’t always made clear. I spoke to Jason Freeman - he’s Legal 

Director at the Office of Fair Trading - and asked him how the new guidelines will 

protect customers. 

FREEMAN: We’ve said that fundamentally people need to be made very, very clear 

when they’re signing up to a Continuous Payment Authority, so that they know that 

they’re going to be paying money, they know what the money’s for and when it’s 

going to be coming out of their account. Some of the things that we’ve seen, for 

example, are people having free trials of a product or having some kind of special 

offer, and they’re going to be put onto a CPA unless they opt out in some way. And 

what we’ve said is that that’s not acceptable, you have to make very clear to people 

that they’re going to be charged money, and they’ve got to expressly agree to that. 

LEWIS: So they can’t just fail to un-tick a box; they’ve actually got to consciously 

tick it before it will be valid? 
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FREEMAN: Yeah, that’s our view. 

LEWIS: In your press release you mentioned problems with things like car insurance, 

dating websites, gym memberships. You don’t mention problems with payday 

lenders. Very often we’ve had complaints from people that they’ve tried to stop those 

and they’ve not been allowed to. 

FREEMAN: Yeah, I mean you’ll be aware that we recently issued revised debt 

collection guidance which covered the issue of payday lenders and the use of CPAs 

with payday lenders, so we felt we’d already covered that. 

LEWIS: You say in your guidance that firms should provide clear and prominent 

information about how to cancel a Continuous Payment Authority. How do you go 

about cancelling one? 

FREEMAN: One thing that you should be able to do is simply to get in touch with 

the trader who you’ve got the deal with to say I don’t want you to take any more 

money out of my account. 

LEWIS: But that often doesn’t work, does it? We know that. 

FREEMAN: That’s right, sometimes there are problems in that area. So one of the 

things we’ve tried to say is to say to traders well you’ve got to make that transparent, 

you’ve got to make it easy. You shouldn’t put barriers in people’s way. And in those 

circumstances we think the law is quite clear, and the FSA thinks the law is clear, that 

you can just get in touch with your bank and ask your bank to stop making the 

payments. 

LEWIS: And are you saying that firms that institute a Continuous Payment 

Authority, as part of their guidance on cancelling it, they must say you can just go to 

your bank and cancel it? 
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FREEMAN: No, what we’re saying to them is that they should themselves make it 

very straightforward for you to get in touch with them and they should give you a 

clear means by which you should cancel. We haven’t said that they should directly 

point you to the bank. 

LEWIS: This advice and this crackdown, if you like, is about the firms that initiate 

payday loans. We still get problems people bring to us when they’ve gone to their 

bank and said we want to cancel this Continuous Payment Authority and the bank 

have said sorry, you can’t, you’ve got to go to the trader. Are you doing anything to 

make banks understand their responsibilities? 

FREEMAN: I mean the issue of banks is primarily something for the FSA, and the 

FSA have been quite clear in their guidance. They’ve issued in October a document 

called the FSA’s Role Under the Payment Services Regulations, and they say where 

consent was given via a trader, it’s not acceptable for the payer’s payment service 

provider (so that’s the bank) to insist that consent may only be withdrawn in the same 

manner. So, in other words, what they’re saying is you shouldn’t as a bank say you’ve 

got to go to the trader and ask them to stop taking the money. 

LEWIS: Jason Freeman of the OFT. And there’s a link to my guide to cancelling 

Continuous Payment Authorities by just telling your bank or credit card provider on 

our website: bbc.co.uk/moneybox.  

Five million Lloyds TSB customers have recently received letters informing them that 

their branch will be sold in 2013 and their account transferred to a new bank. Reporter 

Ben Carter’s been looking at this story. Ben, do we know who’s buying these 

branches yet? 

CARTER: Well yes, Paul. Lloyds are in advanced talks with Cooperative Bank and 

the deal should be concluded in the first 3 months of next year. Before the branches 

are transferred to the new buyer, Lloyds have said that they need to bring all the 
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affected accounts together. That will be done under the Lloyds TSB Scotland banking 

licence. Lloyds TSB Scotland will then be renamed TSB and by the end of 2013 TSB 

will transfer to the new owner. 

LEWIS: It’s a bit complicated, isn’t it?  

CARTER: Yes. 

LEWIS: And how many branches are going to be moved? 

CARTER: Well it’s a lot. In total 632 branches across England, Scotland and Wales 

will be transferred, and when the Co-op buys them it will become the sixth largest 

retail bank in the UK by branches. A number of Money Box listeners have been 

contacting us about this. They’ve asked a variety of questions which we voiced up. 

Lloyds wouldn’t come on the programme, but they did provide written answers. 

MONEY BOX LISTENER QUESTION 1: Why are Lloyds customers not being 

told why they’re being sold like cattle to the Co-op. By all means sell the branches, 

but allow the customers to remain with Lloyds. I’ve been a Lloyds customer since 

1979 through choice and do not want to move to a bank in which I have no 

confidence. 

LLOYDS RESPONSE: Now Lloyds were forced to sell these branches because of 

the state aid they received in 2009. It was a decision made by the European 

Commission and Lloyds were told to complete the transfer to a new owner by the end 

of 2013. The aim is to increase competition and customer choice in the UK banking 

sector. Lloyds have sent letters to affected customers and say that these reasons are 

explained in it. It’s hoped the new bank will offer new deals and products and will 

employ about 8,000 people, many of whom will be transferring from Lloyds. 

MONEY BOX LISTENER QUESTION 2: When will be informed when Co-op 
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Bank is taking over the TSB in Scotland? More specifically which branches are 

concerned and when will it be made public? I’ve tried the Co-op, but nobody’s got a 

clue. 

LLOYDS RESPONSE: The list of branches which are due to be transferred to the 

new bank can be found on the website, www.lloydstsbtransfer.com. Lloyds hopes to 

be in a position to confirm the transfer to the Cooperative Group in the new year. 

Once a sale and purchase agreement has been signed, Lloyds will write again to all 

customers to provide full detail as to how they will be affected. 

MONEY BOX LISTENER QUESTION 3: I’ve been with Lloyds for 40 years and 

recently received a letter telling me that my branch is to be sold. I wanted to stay with 

Lloyds, but the letter doesn’t tell me how to do this. I went to a Lloyds branch to 

transfer my account to another Lloyds branch and was told that I couldn’t do this, so 

now I have to find a new bank. 

LLOYDS RESPONSE: If customers don’t want their accounts to be part of the 

transfer to the new bank, then they can lodge their request with Lloyds; and once they 

sign a deal with the owner of the new bank, they will contact customers to explain the 

process to them. They have a dedicated helpline for customers who are affected by the 

transfer. The number to call is 0800 028 0428. 

LEWIS: Thanks Ben. I bet you never thought you’d be the voice of Lloyds. Well 

done.  

More than 200,000 low income families in Wales will have to start contributing to 

their council tax from April under rules being rushed through the Welsh Assembly 

next week. At the moment they get 100% of the tax paid through council tax benefit, 

but from April the UK Government is scrapping council tax benefit and it’s being 

replaced with local council tax help schemes. Wales has decided to have one scheme 

for the whole country, but it will leave even the poorest households paying at least 

http://www.lloydstsbtransfer.com/
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10% of their tax, making a contribution of at least £60 a year and in many places 

double that. Stephen Bourne is one of those affected. 

BOURNE: Well I’ve been long-term sick for around 7 years, I broke my back, and 

the council have always picked up the ticket; and now to change everything, we just 

don’t know where we’re going to get the extra money from. You know we’re minus 

pounds now. Christmas has gone. You know we can’t afford Christmas. There’s no 

money coming in from anywhere. 

LEWIS: Well live now to Cardiff to talk to Erika Helps who is Chief Executive of 

the Rhondda Taff Citizens Advice Bureau. Erika Helps, just explain in more detail 

what the Welsh Government’s planning. 

HELPS: Well, unlike the system in England, pensioners aren’t being protected in 

Wales and anybody could be, who is claiming council tax benefit at the moment, will 

be expected to pay at least 10% of their total council tax bill. The actual amount that 

people will be obliged to pay will vary slightly according to what local authorities do, 

but it’s going to be at least 10% and, as you’ve said, £67 is the average which people 

are going to be expected to find. 

LEWIS: And this is because the Westminster Parliament decided to scrap council tax 

benefit, pass it to local councils, and that means they’re going to take £22 million off 

what’s available. So the Wales Government doesn’t have much choice, does it? 

HELPS: No, I think there’s very little room for manoeuvre here. To have one system 

operating across Wales is clearly helpful for advice agencies such as ours in terms of 

being able to advise people on what they can expect to receive, but what we have to 

remember is that some of the most vulnerable people who are already on very, very 

low incomes are going to have to find money to pay towards their council tax. 

LEWIS: Yes. And I mean we just heard from Stephen Bourne. He broke his back. He 



 

 

 

 

14 

 

 

 

obviously can’t work and he’s on long-term benefits. People like that are going to 

have to find extra money from benefits that many have been complaining to us are 

being cut anyway and certainly not going up fully with inflation next year. 

HELPS: That’s right. I think the squeeze on people’s benefit income is just getting 

harder and harder. And of course the amount that has been granted to local authorities 

is based on historical figures, so when people actually do take up benefits, we know 

that not everybody is claiming what they are currently entitled to, and when people do 

take up those benefits the pressure on the scheme is going to be even greater. 

LEWIS: I think the Welsh Parliament’s been recalled in its Christmas recess to pass 

these laws. If it doesn’t - and I know there’s been some political controversy about it - 

what happens then? 

HELPS: Well the risk is that local authorities won’t be in a position to go out and 

consult and they won’t be in a position to issue final bills ahead of the next financial 

year, so people aren’t going to have certainty about what it is they’re going to have to 

pay. 

LEWIS: And do you think though … The IFS, the Institute for Fiscal Studies, did 

look at this and they said that what the Welsh Government’s choosing to do is the 

least damaging. Do you accept that? 

HELPS: I think that what the Welsh Government are trying to do is to make sure that 

it’s fairest across the board as they can make it. And actually I think that’s quite a 

positive thing, but it does mean that a lot of people are going to be hit. 

LEWIS: And you say pensioners are not exempt, which they are certainly in England 

and I think in Scotland the Government’s absorbing this cut and the system’s carrying 

on as it was. Disabled people, are they going to be particularly affected, briefly? 
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HELPS: Well I think given that a lot of disabled people are benefit claimants, there’s 

certainly going to be a significant impact on disabled people in Wales. 

LEWIS: Erika Helps from Cardiff CAB, thanks. And it’s not just Wales of course. 

Councils in England are making similar decisions and we’ve had emails from Essex 

and also from Somerset about this. And Bob, more experiences with the Creation 

credit card. 

HOWARD: Yes, a listener has emailed to say that some months ago my daughter 

received a similar flyer regarding her All Saints card. Of course being 24 years old, 

she read the headlines and not the small print. She had withdrawn amounts of £20 and 

£30 before the charges were spotted, so £50 withdrawal costs over £62 inside 4 

weeks. 

LEWIS: Thanks Bob. Well that’s it for today. There’s more information on our 

website: bbc.co.uk/moneybox. Read my newsletter and all sorts of things. I’m back on 

Wednesday with Money Box Live taking questions on the new child benefit tax 

charge. Back with Money Box next weekend. Today reporters Bob Howard, Ben 

Carter; producer Sally Abrahams. I’m Paul Lewis. 


