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CURWEN: Hello. In today’s programme, the annuity scandal. The financial 

regulator confirms many of us are getting poor deals when it comes to the once and 

only decision to fix a pension income for life. Plus the winter storms. Have they been 

a game changer when it comes to flood insurance? Perhaps not, but if you’re a 

leaseholder there may be bad news on your premium if you live in a high risk area. 

BEV: We didn’t expect it go up almost by 500%. You know we are struggling to pay 

it. 

CURWEN: We look at how much a no claims bonus is really worth on your car 

insurance. And stamp duty avoidance schemes. Can it ever be right to try to outsmart 

the Revenue? 

But first, the city watchdog, the Financial Conduct Authority, has published a 

damning review of the £14 billion market in annuities. Annuities are the products 

which convert your pot of pension savings into a guaranteed income for life. 

Choosing the right annuity is a once in a lifetime irreversible decision, but the FCA 

this week said many people are losing out - perhaps by thousands of pounds - in the 

long-term. A majority of people still buy an annuity from their original pension 

provider rather than shopping around and the FCA’s figures show that 80% of them 

could get a better deal. Frankly all this comes as no surprise: last year a report from 
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the regulator’s own consumer panel came to similar conclusions. Worse still, even if 

someone does try to go it alone and shop around, the problems don’t stop there. The 

regulator was highly critical of the price comparison websites where you can buy an 

annuity, saying that each of the 13 sites it looked at was guilty of poor practices. And 

what will disappointment many is there’ll be yet another study into annuities before 

the regulator comes up with recommendations for change. Nick Poyntz-Wright, 

Director of Long-Term Savings and Pensions at the FCA, told me what this review 

found. 

POYNTZ-WRIGHT: We’ve concluded this part of the market, the annuities market, 

is not working well for consumers. Six out of ten people just stay with their pension 

provider with whom they’ve built up their savings over their working life, and what 

we’ve proved with the analysis that we’ve done is that the vast majority of those 

could be better off if they switched. 

CURWEN: Some people are trying to go it alone, shop around and switch, but it’s 

not straightforward even then. You’re critical about the guidance on annuity 

comparison websites. You say poor practice was found on all the websites you looked 

at. What kind of practice? 

POYNTZ-WRIGHT: The sorts of things that we found was actually that very often 

the risk associated with making the choices weren’t made clear. So, for example, this 

really important point that once you’ve made your annuity decision and purchased it, 

you can’t change your mind - in some cases that wasn’t ever done or clear enough 

from the sites. There were other areas where it’s particularly important people 

consider what type of annuity they buy. So, for example, if they have a husband or a 

wife and they need to consider whether on their death the income would just stop or 

whether it should really continue to support their husband or wife thereafter. And 

those kinds of considerations, you know are all of those options and considerations 

clear on those websites? We found in some cases we didn’t think they were 

sufficiently clear. 
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CURWEN: It’s been a year that you’ve been doing this study. How long will it take - 

another year before you take concerted action - but by then 400,000 more people may 

have bought annuities in that time. Why can’t you take action now? 

POYNTZ-WRIGHT: We do know that people clearly want action and they want it 

sorted and we do too. So we’ve already looked at these comparison websites. Over the 

immediate next few months we’re going to be working with the firms and examining 

the sales and retention practices, and when we find the results of that we will act 

straightaway. So we’re not going to wait for the end of this study to put those things 

right. 

CURWEN: Nick Poyntz-Wright of the FCA. And some interim findings from the 

market study will emerge this summer with overall findings due within 12 months. So 

what happens to people looking for annuities right now? I spoke to one listener, Chris, 

who’s 65. He has four pension pots, together worth over £100,000, and he was 

surprised to learn how little those current pension providers were offering him on 

annuity rates. 

CHRIS: In total from the £100,000 that I have as a pension pot, I would not be 

expected to get anything more than £5,000 per annum. I went to an annuity broker. 

The company then immediately responded and said, “Look, Chris, this is what we can 

actually get for you,” which was about £800 to £1000 more than what my current 

providers would provide me with. 

CURWEN: So how are you paying for the service that you’re getting from the 

annuity broker? 

CHRIS: I don’t pay for it at all. I think they work on a commission basis from 

whoever they put the monies with at the end of the day. 

CURWEN: Brokers do actually charge commission and that will come out of your 
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savings. 

CHRIS: This is coming as a little bit of a surprise to me because on the figures that I 

have been quoted, I presumed that that was the maximum I could get and is what I 

was physically going to achieve at the end of the day. I mean quite simply if it only 

costs me a few hundred pounds and potentially I’m going to receive at least 20 odd 

thousand pounds in my lifetime extra, it’s a no-brainer. 

CURWEN: Well after that interview, Chris’s broker told us he was informed about 

the commission, which is subtracted from his pension pot. How can things be made 

easier for people like Chris given the complexity of annuities and of the costs 

involved too? Joining me to discuss that are Alan Higham, who is Chairman of 

Annuity Direct, which is a broker and gives independent financial advice too; and 

Malcolm McLean, pension specialist at the actuarial firm Barnett Waddingham. 

Welcome to you both. Malcolm, let me start off with you. The insurance companies, 

why are they offering such poor annuity rates to their own loyal customers like Chris - 

what he was going to get from his original providers? 

McLEAN: Well that’s a very good question and that’s something that really the 

Financial Conduct Authority ought to be bottoming out, to see in fact things like what 

sort of level of profit the insurance companies are making on these and indeed why is 

it possible in 80% of cases to get a better deal by shopping around compared to what 

you would get from your existing provider. This does raise the possibility that people 

are being treated wrongly here and being offered a lower rate because they are simply 

a member of the existing scheme. And it really ought to be the other way around if 

you think about it: you ought to get some sort of reward for having saved with a 

particular provider, not be penalised for it. So this is something that the FCA really at 

the next stage of the review - and I’m very pleased to hear that they intend to expedite 

this because this has been going on for long enough now - will need to look at this and 

try and work out just what is going on here and take some action, hopefully firm 

action to actually regulate this process. 
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CURWEN: Let me move on asking Alan Higham if you do shop around, the FCA’s 

warned about poor website practices. What kind of practices? You talked about 

“incentives” that some of them offer people. 

HIGHAM: Well yes, it’s been very interesting to see what the FCA have raised. The 

points that the spokesman made there just a moment ago didn’t cover some of the 

other aspects that we’ve seen that worry us a little bit. People are being offered 

incentives such as a cashback and a kindle to buy their annuities through these 

comparison sites and often those sites do cut some corners. They’re legal because 

there’s no rules set out the minimum standards that they must follow, so what they do 

is perhaps only shop around from some companies in the market where they’ve 

negotiated higher commissions. Those commissions are used to pay for the kindle of 

course. But in only going to some of the companies, whilst you might get a better 

deal, you might not get the absolute best. 

CURWEN: And you will have to pay commission, won’t you? Now our listener 

Chris thought there was no commission on his broker’s deal. It was a 

misunderstanding. But is that unusual? 

HIGHAM: No. To be fair to Chris and to the broker, what we find at Annuity Direct 

is we take a lot of time and trouble to explain this to our customers - that they have 

the choice to pay a fee directly to us or have our payment met by commission. And 

we do a survey of every customer and we do still find a handful customers when we 

served them didn’t actually realise and take in what we’d told them. So it’s an area 

that we must all try and work harder to make sure the customer understands this. 

CURWEN: So Malcolm, should people really go it alone? I mean obviously there are 

pitfalls out there even if you do go it alone? 

McLEAN: It is actually quite difficult to go it alone. There are three areas really 

which Alan has already hinted at that need to be explored. First of all, is it the right 
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time to take an annuity? Would you be better perhaps waiting a couple of years when 

if you’re older you might get a better deal? So do you want to take an annuity now? 

Secondly, the type of annuity. Some annuities just pay a level amount for the rest of 

your life; others give you inflation proofing; and some of them even provide for a 

spouse’s benefit. So that’s another area that you need to bottom out. And then having 

done that, having worked out what type of annuity you need … 

CURWEN: But you’re not going to get all that advice, are you, if you just go to a 

comparison website? 

McLEAN: Well many of them will not give you that advice. Alan I think would say 

that he might give some guidance in this situation, but that’s different from financial 

advice. It is by talking to an independent financial adviser that you can explore all 

those possibilities and hopefully get the best deal. 

CURWEN: I’m afraid we’re going to have to leave it there. Thanks very much to 

Alan Higham and Malcolm McLean from Barnett Waddingham. 

WOMAN: (Music) We’ve never had it flood so much and I’ve lived here quite a few 

years.  

MAN: It got to a point where it just overwhelmed us. It came through the floors, 

unfortunately. So we’ve had to move out and find a place for the kids, but it was just 

the volume of water that beat the firemen. 

MAN 2: The feeling is the river’s going to be high for some time to come. Yeah, 

we’re potentially talking weeks possibly for it to fall back down.  

CURWEN: Well watching the extent of the recent flooding may have shocked us all, 

but, according to the insurance industry, this bout of flooding is not a game changer in 

terms of how it will assess risk in the future. Bob Howard’s been looking into this. 
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Bob? 

HOWARD: Lesley, I’ve been talking to Matt Cullen from the Association of British 

Insurers. He told me that despite the scale of the recent floods, the way the insurance 

market operates is not going to change. 

CULLEN: This is obviously a very significant event that we’ve seen over the last few 

weeks, but we must remember in the grand scheme of things it’s not as significant in 

terms of scale as the 2007 floods. This is not an event that is so dramatic that it’s 

going to completely revolutionise the way insurers price flood risk. It may have an 

impact among other things in the melting pot, but insurers will still be working to the 

same flood models, the same flood maps and so on. 

HOWARD: In fact the only change on the horizon is the implementation of the deal 

the Government struck with the insurance industry last year to try and avoid 200,000 

homes being left without flood cover. Called Flood Re, from next summer it means 

everybody with buildings insurance would pay £10.50 per year as a levy to the special 

flood insurance fund. The flood aspect of their premium would be capped according 

to which council tax band their property is in. But there are significant exclusions: 

people whose properties have been built since January 2009, the highest tax band and 

small businesses will all be excluded. But perhaps the most controversial part of the 

deal is that the vast majority of leaseholders will also not benefit. I asked the ABI’s 

Matt Cullen why. 

CULLEN: Their buildings insurance is not bought by them themselves. Their 

buildings insurance is purchased by either the freeholder or a managing agent 

operating on behalf of the freeholder. So they’re not buying their own buildings 

insurance, so it’s being bought on a commercial basis, not on a domestic basis even 

though they are a home. And because of the different way in which the insurance is 

sold, we don’t have any evidence of a problem. 
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HOWARD: But many leaseholders don’t agree. Bev from North Yorkshire lives in 

one of twelve flats in a converted mill close to the River Swale. Her buildings 

insurance is arranged by a property management company, which then bills her and 

the other leaseholders for the cost. The flats were flooded in 2012 resulting in a joint 

claim for tens of thousands of pounds. Each flat was paying around £400 a year for 

buildings insurance. The residents knew they’d have to pay more 6 months later when 

their premium was up for renewal, but the cheapest annual premium the property 

management agency was able to find was £2,000 per flat. Bev says she and the other 

leaseholders have no option but to pay it. 

BEV: It’s huge. I mean we did expect an increase, of course we did. Everybody 

knows that you make a big claim and your policy is going to go up, your premium’s 

going to go up, but we didn’t expect it go up almost by 500%. The management 

company have looked. His broker has covered the market and the market don’t want 

to touch us. You know we are struggling to pay it. 

HOWARD: And she doesn’t think it’s fair that leaseholders will be excluded from 

the new insurance agreement. 

BEV: I think it’s pretty unfair. We are ordinary working people here and we’re 

domestic, we’re not running a business. I don’t understand how they can leave us out 

of it. 

HOWARD: The water bill, which includes the Government’s new flood insurance 

scheme, is currently going through Parliament. But the Government says it is in 

discussion with the insurance industry about whether leaseholders should now be 

included in the scheme. 

CURWEN: Thanks Bob. Joining us from Salford is Mary Dhonau of Community 

Flood Consultants. Mary, is the ABI, the insurance industry body, right to say this is 

not a game changing event the recent flooding? 
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DHONAU: I do tend to agree with them. We’ve got to remember whilst this flooding 

has been very procrastinated - it’s been going on really since the beginning of 

December with no end in sight - in 2007 55,000 properties flooded. Now with this 

flood, there have not been nearly that number of flooded homes. So whilst it looks far 

more sort of fantastical, the overall picture is that of a much lesser event than 2007. 

CURWEN: What would you say about the level of communications between the 

insurance industry and all the people who’ve been flooded? 

DHONAU: Well first of all the ABI have just issued a 10 point commitment of what 

they will deliver as an organisation, as a trade body. Generally speaking they’re 

sticking to it. There are some people that have complained to me that they haven’t had 

interim payments, which obviously they need desperately, but a little gentle nudging 

to the ABI and that’s been resolved. And also the other problem has been continued 

communication. People need to know what’s being done and when things are going to 

happen. And again yesterday I rang the Chartered Institute of Loss Adjusters and they 

have agreed to let all loss adjusters know that if they’re not in the office, they’ve got 

to put a nice friendly out of office saying that they do value people’s communication 

and they are busy but they will respond. 

CURWEN: Very briefly, when the scheme Flood Re was first agreed, you welcomed 

it. We didn’t have the detail about exclusions then. Briefly what do you think about 

leaseholders being excluded like Bev that we heard from? 

DHONAU: I think the idea of the leaseholder was that the sort of management 

company were going to feel the pain for this because they are in it on a commercial 

basis. And I’m saddened that they have passed it onto the homeowner, to the 

leaseholder, because you know they are making a profit out of this. Obviously the 

ABI have said that this will be subject to review and I’m sure it will be because we 

will see to it. 
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CURWEN: Mary Dhonau of Community Flood Consultants, thanks very much for 

joining us. 

Now how much attention do you pay to your no claims bonus when you buy car 

insurance? Some insurers have been advertising big discounts to be had if you’ve got 

lots of no claims bonus, maybe as much as 8 years. How much difference can that 

really make to your premium and are the discounts standard across most insurers? Our 

reporter Wesley Stephenson has been constructing colourful spreadsheets in the office 

to analyse how it works. Here he is. 

STEPHENSON: This started after we were contacted by Barry from Crew. He wants 

to move insurer, but his current company, Aviva, don’t have a record of his no claims 

discount before he joined them 2 years ago. As far as they’re concerned, he has 5 

years no claims. Barry thinks he’s got much more. But what’s interesting is with 

Aviva 6 years is the maximum discount he could get anyway, but with the other 

insurers he could get 8, 9 and even 10 years. 

CURWEN: So what is your no claims discount actually worth? 

STEPHENSON: Well I decided to experiment using one of the price comparison 

websites and my details. I’ve got an old Honda Civic. It’s a bit rough around the 

edges and not much to insure, but I thought I would see how much difference it made 

if I changed my level of no claims discount. So I started with none and worked my 

way up to 10 years. And it’s pretty interesting. Your no claims bonus makes a real 

difference for the first year. Having one year’s discount saves me between 40% and 

50% on my premium. Having 2 years, I can reduce my bill by a further 5 to 15 

percentage points. After this, my reductions fall.  

CURWEN: But when does the discount stop? 

STEPHENSON: Well what I found is a mixed picture. Insurers like Zurich and 
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Aviva, they stopped discounting after 6 years, but most kept going for 9 years. But 

there are some like Admiral and AXA which go even further than this, to 15 or 20 

years. 

CURWEN: But are the companies that offer discounts for longer really making you 

better off? 

STEPHENSON: Well in reality it may feel as though you’re being rewarded further, 

but chances are you’re not making much more of a saving than with a policy that 

stops discounting after 6 years. Graham Trudgill is Executive Director at the British 

Insurance Brokers’ Association and he explains it comes down to marketing. 

TRUDGILL: The majority of the discount does arrive at about 6 years. Now some 

insurers decide - for marketing purposes perhaps, maybe some underwriting in there 

as well - well yes for 7, 8, 9, 10 years, we will give a bit more of a discount. But at the 

end of the day a discount on what? What’s the starting point? I think that’s the thing 

your listeners need to think about and it’s the bottom line at the end of the day that 

really matters. 

CURWEN: But back to Barry’s case, what can Barry do? 

STEPHENSON: Well Aviva have said that if he can get proof from his previous 

insurer of his no claims discount, then they’ll happily offer him his full entitlement. 

But Graham Trudgill told me that by the end of the year problems like Barry’s may be 

a thing of the past.  

TRUDGILL: What we’re hoping to see from the insurance industry this year is a 

new no claims database, so there will be a central source of everyone’s no claims 

bonus information which will make life a lot easier for everybody. 

CURWEN: Graham Trudgill there. And thanks to Wesley. 
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Her Majesty’s Revenue & Customs have been cracking down on schemes designed to 

avoid stamp duty land tax and thousands of people who were tempted into such 

schemes may now find the Revenue knocking on their door. These schemes claim to 

exploit a loophole in the law. Money Box heard from one woman - we’ll call her 

Leigh - who signed up for such a scheme when she and her husband bought their 

present home 3 years ago. She told me how their solicitor sold them the scheme. 

LEIGH: They said basically it was a bit of a loophole in the system. They said that 

we share the cost of the house between us and I would give my half of the house back 

to my husband.                           

CURWEN: And magically that meant that you didn’t have to pay stamp duty? Is that 

right? 

LEIGH: Well you don’t pay all of it. You pay 60%. Obviously it does sound too 

good to be true. So we said to them, “Look, is it legal?” And they said, “Oh yes, it’s 

definitely legal.” 

CURWEN: How much were you going to save? What was the amount? 

LEIGH: We paid £6,000 and we got £4,000 back. 

CURWEN: So what’s happened now to make you question this whole deal? 

LEIGH: Well just before Christmas we got a letter from the Revenue people saying 

that the solicitors who we dealt with had been shut down and were being investigated 

due to their submissions of the SDLT. 

CURWEN: How did you react to that? 

LEIGH: Confused, astounded. That because of their dealings, we’ve now got to 



 

 

 

 

13 

 

 

 

possibly pay it all. Plus interest. 

CURWEN: HMRC told us they wouldn’t comment on this case, but they said it 

shows that stamp duty land tax avoidance schemes don’t work. They also warned that 

the responsibility for paying the tax, the penalties and the interest always rest with the 

buyers, not the adviser. So do Leigh and her husband have any chance of getting away 

with this scheme? I asked Anne Fairpo, Deputy President of the Chartered Institute of 

Taxation. 

FAIRPO: At this point I would say no, not anything realistic. The time that they went 

into this transaction, there was already a form of anti-avoidance rule for stamp duty 

land tax which makes it incredibly difficult; and in fact right now we’ve had two 

cases in the last 6 to 12 months that make it very clear that the Revenue’s view that 

these don’t work is supported by the courts. The thing that should be a trigger for 

most people on these things is if you’re looking at what is a normal, straightforward 

transaction, if you get somebody saying to you ah, well, yes you can save all of this if 

you do something you wouldn’t normally do in that sort of a transaction, that really 

should be a trigger to start asking what are the risks. And particularly the key risk 

with all of this is the Revenue for a very long time has been saying this doesn’t work, 

we don’t think it works; we’re going to challenge any cases that come along. 

CURWEN: How was it supposed to work, this scheme? 

FAIRPO: If you’re say a housing developer. You want to buy a plot of land but the 

seller only wants to sell the whole plot, you only want half of it, and you decide fine 

while this goes ahead I’ll find a buyer for the other half. And so you buy the full plot 

and immediately sell on the other half. This relief was intended to make sure there 

was only one stamp duty charge. The problem was that somebody spotted at some 

point and said ah, well if you’ve got that first one and then you do an immediate 

transfer and only the price for the second transfer is subject to stamp duty land tax, 

well - aha - there are possibilities here. And it’s not quite as clear as that in fact when 

you look at the rules because there are all sorts of things about money coming from 
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people who are connected to the first person and things like that, so it’s never been 

shall we say a loophole through which you could drive a (unclear)… 

CURWEN: What’s your advice then to anyone who’s thinking of taking on a stamp 

duty avoidance scheme like this? 

FAIRPO: Have somebody explain to you very, very carefully in writing what the 

risks are and basically go with the standard rule: if it sounds too good to be true, it 

almost certainly is. 

CURWEN: Anne Fairpo from the Chartered Institute of Taxation. 

That’s it for today. More information and links on our website, bbc.co.uk/moneybox, 

where you can also download the programme, listen to past episodes and send us your 

ideas, as so many of you do. I’m back on Wednesday with Money Box Live this 

week, taking your questions on retirement income choices. That’s annuities and 

drawdown. Paul Lewis will be back with Money Box next weekend. Today the 

reporter was Bob Howard, the producer Lesley McAlpine, and I’m Lesley Curwen.           

                     


