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PENNELLS: Hello. In today’s programme, if you’re an investor do you understand 

how much you’re paying in charges? The regulator says firms aren’t being clear about 

the cost of investing, but the industry says it’s going to make charges easier to 

understand. Are mortgage lenders shutting the door on borrowers who are pregnant? 

Money Box finds evidence that they are. If you’ve taken out a fixed rate cash ISA, 

how long will you have to top it up when the ISA limits increase in July? And a 

European consumer watchdog is warning about the dangers of signing up to online 

trials for slimming aids and beauty products. We hear from two listeners who ended 

up pounds lighter. 

But first, companies running investment funds aren’t being clear with investors about 

how much they’ll pay in charges. Those are the findings of the regulator, the Financial 

Conduct Authority. It looked at marketing information from eleven fund management 

companies and found that two thirds use the annual management charge rather than a 

higher and more accurate figure. Using the annual management charge or AMC goes 

against guidance issued by the investment trade body, The Investment Management 

Association, which has described the AMC as “a poor reflection of the total cost.” 

This week the association also unveiled plans to give investors a pounds and pence 

figure for how much they’ll be charged for their investments. Well I’m joined in the 

studio by Daniel Godfrey who’s the Chief Executive of the Investment Management 

Association and from our Gloucester studio by Louise Oliver who’s a certified 

financial planner with Piercefield Oliver. Daniel, the FCA’s findings are pretty 

depressing reading: 7 out of 11 fund management companies using the annual 
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management charge, 7 had charging structures that were less than clear in the FCA’s 

measured words. 

GODFREY: Well good afternoon, Sarah. Yes the FCA did make those findings, but 

they also said that they found many examples of good practice. But the fact is that the 

IMA has been saying for the last two years that people should be using the 

all-inclusive what’s known as the ongoing charges figure, and we’ve restated that this 

week and we’ve asked not only all our members but the media, financial advisers and 

platforms to only use the ongoing charges figure in future. 

PENNELLS: Because there can be up to a 1% difference between the annual 

management charge and this higher and more accurate figure they should be using. 

GODFREY: I think it would be very unusual for it to be that much, but in any event 

it’s important that people have a full picture of the total costs that they’re likely to 

incur. 

PENNELLS: That’s what the FCA said in its report. It said it could in some cases be 

up to 0.9%. So what do you want the industry to do? 

GODFREY: Well there are two things. Firstly in terms of how much you may pay in 

the future, we want everyone to use this ongoing charges figure. It’s come from 

Europe and unusually we’re saying this is actually a very good number, it’s a very 

sensible way of describing charge. In terms of historical accountability for cost, we do 

know every penny that a fund has spent, and so that’s why this week we’ve 

introduced a new measure that’ll be up and running next year where people will get a 

pounds and pence disclosure per unit of every penny the funds have spent both in 

terms of its operational costs but also, importantly, in terms of its transaction costs. 

And this can be set against the performance that you’ve received and people will 

begin to get an idea of how much it’s cost to deliver the performance they’ve had. 

PENNELLS: And that’s something they’ll get in their annual statement? 

GODFREY: That’s something that’ll be in the annual report and accounts, yes. 

PENNELLS: Louise Oliver, will these changes, this new charging idea, help 
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investors? 

OLIVER: Sarah, I’m not sure that this measure will go far enough. Listening to you, 

Daniel, you’re saying that this is a proposal, it’s not mandatory, so it’s up to the 

investment managers to adopt this. And what I’d be concerned about is where will 

investors find this information? It’s been a long time coming. Financial advisers have 

had to disclose their commission or fees in monetary terms for nearly 20 years. Why 

has it taken until now for the IMA to propose a similar regime for fund managers? 

GODFREY: Well thanks very much, Louise. I think firstly there’s a slight 

misunderstanding because this will be mandatory. The one area in which the 

association has any regulatory force is through these accounting standards and that’s 

why we’ve chosen to apply it through an accounting standard and the number will be 

in the report and accounts. 

PENNELLS: But will it be mandatory in the statements that investors get? 

GODFREY: It’ll be mandatory in the annual report and accounts. And I think … 

PENNELLS: But in the statements that investors read? 

GODFREY: No because we don’t control that through regulation. I think we will 

certainly be advising members to make it crystal clear to investors through that. 

PENNELLS: So it won’t be in the information that investors actually get, so how 

helpful is it, what use is it? 

GODFREY: It’ll be incredibly useful and it’ll be useful because, as I said, we can’t 

do things that we can’t do. We’re not a regulator. We can require the information to 

be set in report and accounts and there are many, many data providers whose sole 

purpose is to extract information from report and accounts and make them accessible 

to people in bite sized pieces. We’ll also be urging our members extremely strongly to 

make this information available through their fact sheets and statements that they give 

to their customers. 

PENNELLS: Louise? 
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OLIVER: Daniel, can I just say in my experience investors do not read the annual 

report and accounts. It just goes in some drawer or it’s shredded. It isn’t something 

that is naturally read. And I would encourage the IMA to reflect the total fund cost in 

the individual investor’s annual statement, otherwise it’ll be missed. We’re not 

moving ahead here. 

GODFREY: Well you’re missing the point, I’m afraid Louise, because the fact is the 

data will be there in the report and accounts and that’s where we can ensure it’s 

provided. Remember of course that increasingly consumers don’t come to us directly 

anymore. They come through platforms. So we’re not producing the statements, the 

advisers will be, so actually the responsibility will be as much yours as anyone else’s. 

PENNELLS: And just in terms of the information that consumers get before they 

invest in a fund – i.e. before they choose the fund – they won’t get this pounds and 

pence figure. They’ll still get a percentage. 

GODFREY: Well actually they can’t because you don’t know how much you’re 

going to spend until it happens. The percentage … 

PENNELLS: And it can’t be estimated? 

GODFREY: No it can’t be estimated because you don’t know what the performance 

is going to be and you don’t know how you’re going to trade – how many shares 

you’re going to buy and sell. 

OLIVER: I disagree. I think that you can estimate a fund management cost. You 

know roughly the basic cost for investing and I think that even if it is a guide in 

pounds and pence, then investors will be able to judge the value. How can you invest 

in a fund and not know roughly how much it’s going to cost? 

GODFREY: Well you will, you will. 

PENNELLS: I’m really sorry, this could go on but we will have to end it there. So 

Daniel Godfrey from the Investment Management Association and Louise Oliver of 

Piercefield Oliver, thank you.  
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Money Box has uncovered evidence that mortgage lenders may be blocking mortgage 

applications when they find out a potential borrower is pregnant. Normally when you 

apply for a mortgage, the bank will ask if there are changes in your circumstances that 

could affect your income or money you spend regularly; and if you’re on maternity 

leave, they’re likely to ask you about when you plan to return to work. But that’s not 

what happened to Money Box listener and BBC staff member Neil when he and his 

wife applied to increase their mortgage by £20,000 with the Clydesdale Bank. 

NEIL: They asked if we would have any extra expenses in the coming years that we 

should know about and I said, “Well you know my wife is pregnant, so we may have 

childcare costs in the coming months.” And that’s when the conversation changed. 

And the chap on the phone, he said, “Oh, hang on a second.” He puts me on pause. He 

comes back. “I’ve just spoken to my manager. We have to treat cases of pregnancy 

differently. If she’s pregnant, then they can’t consider any of her income”, so they 

would just to have consider any new loan based on my income alone. And they said, 

“You’re kind of stuck. We can’t help you.” This just struck me as kind of random 

discrimination, frankly. 

PENNELLS: Well because Clydesdale Bank wouldn’t take account of Neil’s wife’s 

income, they couldn’t borrow the extra money. Now Clydesdale Bank weren’t able to 

put anyone up for an interview and they’ve disputed Neil’s version of events, but they 

sent a statement which said: 

CLYDESDALE BANK STATEMENT: We’re sorry for the confusion here. We 

should have explained things better. This case related solely to the lack of formal 

plans to return to work and the effect that could have on the family income, not 

maternity leave itself. We are very proud of our lending record which certainly 

includes many expectant families.  

PENNELLS: Well I’ve joined in the studio now by Ray Boulger from mortgage 

brokers John Charcol. Ray, is Neil’s experience a one-off? 

BOULGER: Certainly not unique, no. We had a case just this week of a client for 

whom we arranged a 5 year fix with a lender last year. They wanted to move home, 
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wanted to actually slightly reduce their mortgage and there’d be more equity in the 

new property, so naturally they thought it would be dead easy. They contacted the 

lender, went through the application by phone, and when it got to the question “How 

many dependents do you have?” unfortunately – instead of just answering the 

question with the right answer, which was one – they said, “One and one on the way”, 

and that immediately resulted in the same situation as your previous listener’s had. So 

they were refused permission to port the mortgage. Now they contacted us and I 

escalated it to somebody senior at the lender and it’s now been resolved, but it should 

never have got to that stage. That meant that these clients actually were very stressed 

out for a while because they thought they might not be able to buy their property. And 

it basically comes down to training. I think the problem is front line staff at some 

lenders are just not being trained properly. They’re box ticking. They’re not looking 

at good outcomes, which is what the FCA says they should be doing.  

PENNELLS: Well earlier I spoke to Sue Anderson from the Council of Mortgage 

Lenders and she said that lenders shouldn’t refuse to consider someone for a mortgage 

just because they’re pregnant. 

ANDERSON: Lenders should absolutely not refuse to consider an application. What 

a lender will want to know and what they’re required to know by their regulator is 

whether you’ve got circumstances coming around the corner that could affect your 

ability to pay your mortgage in the future.  

PENNELLS: What is it that lenders can ask somebody about their circumstance and 

what would a prospective borrower be expected to disclose? 

ANDERSON: Our guidance says that in order to judge that future affordability, a 

lender might ask a general question along the lines of are you aware of any changes to 

your income and expenditure that are likely to affect your ability to meet your 

mortgage payments? And really that’s designed to elicit anything on the borrower’s 

part to say oh actually something is coming round the corner. You know I’m getting 

divorced or actually I’m having a baby or I’m you know planning to retire at an 

earlier point that I expected. You know any of these things could trigger then a further 

discussion from the lender and further evidence seeking from the lender to make sure 
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that when that change happens, the mortgage that you’re applying for now on the 

basis of the income that you have now will still be affordable for you then. The fact 

that you have got circumstances in your life that are going to lead to change should 

not and will not automatically mean that the lender won’t give you a mortgage, but 

they should and will mean that the lender will ask you questions – rightly – to 

determine that that mortgage will still be affordable for you once your circumstances 

have changed. 

PENNELLS: And Ray Boulger, what can people do if they do find themselves in the 

situation where their mortgage lender says either we can’t take your income into 

account or we won’t look at your application? 

BOULGER: Well clearly people do need to make sure that they are comfortable they 

will be able to afford their mortgage when their circumstances change. And the 

general question that Sue Anderson suggested lenders ask is a perfectly reasonable 

question and somebody who’s planning a baby and has set aside savings for example 

to cover that can answer that question “No, there’s not a problem.” But lenders ignore 

savings and that’s part of the problem in this system. So my advice is answer all the 

questions a lender asks you honestly – clearly that’s critical – but don’t volunteer 

information they don’t ask and then you won’t get drawn into this sort of situation. 

PENNELLS: Ray Boulger from John Charcol, thanks very much. 

Cash ISA savers could lose out on the chance to shelter around £9,000 tax free in the 

current tax year because of deadlines about when they can top up their ISA. At the 

moment you can save half your annual ISA allowance, which works out at £5,940, 

into a cash ISA. From July 1
st
 when new ISAs or NISAs are introduced, you’ll be able 

to save up to £15,000 in an ISA and put the whole lot in cash if you want to. The 

problem affects those who’ve taken out a fixed rate cash ISA where there’s normally 

a limited time when you can top it up after you’ve opened it. Because of the increase 

in ISA allowances banks are relaxing their deadlines for topping up, but there’s not 

much agreement about how long savers should get. Anna Bowes is from 

Savingschampion.co.uk. What did she think these changes have meant for ISA 

providers? 
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BOWES: It’s put savings providers in a bit of a situation actually because certainly 

for fixed rate ISAs traditionally you can put your money in and some providers will 

allow you a certain length of time if you want to put top-ups in; other providers will 

allow you to top up whilst the issue is still available; and other providers won’t allow 

you to put any top-ups at all. So they’re all different right now. From 1
st
 July the 

providers have really relaxed their rules a little bit and they will now allow you to top 

up after 1
st
 July but with varying degrees of deadlines for that. 

PENNELLS: In terms of what most of the banks or building societies have gone for, 

is there any consensus there? 

BOWES: Well a lot of them are allowing you to top up throughout July. That seems 

to be the main one and some of them are allowing you to top up to the end of the tax 

year. And the thing in the middle is that some providers will actually allow you to 

open another ISA at any stage. And it’s actually almost like an umbrella, so you can 

open another ISA with that same provider. It will be at whatever the rate of interest 

applies to the fixed rate at that time but you can still top up. 

PENNELLS: If you don’t have the money to top up say by the end of July and you’re 

not with a provider that will let you take out a second cash ISA, is there anything you 

can do? 

BOWES: Well if you’ve already opened your ISA, I’m afraid your options are quite 

limited. The problem is normally in that situation you could potentially transfer your 

ISA to another provider who would then let you top up, but with fixed rate ISAs of 

course if you do that transfer before the end of the term there’s going to be a penalty 

to apply to it or you might simply not be able to access the money before the end of 

the term anyway.               

PENNELLS: You’ve been looking at this in some detail. What are you providing in 

terms of the information that you’re making available?  

BOWES: Well what we’ve done is we’ve spoken to all the banks and building 

societies to ask them about their top-up procedures because it is important that people 

are aware of that, and that’s when we discovered just how different all the deadlines 
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are. So we’ve put together a free ISA guide, NISA guide, which will give people 

terms about the new rules coming in but also pinpoint the deadlines that they have 

got. And what we’re going to do is on 1
st
 July we will then email everybody to remind 

them that they can top up, and if they tell us which provider they’re with, we will then 

send them a reminder a couple of weeks before their deadline, the deadline for their 

ISA is due. 

PENNELLS: Anna Bowes from Savingschampion.co.uk. And go to the Money Box 

website for links and more information on this and do check with your ISA provider if 

you want to top up your fixed rate ISA. 

A European consumer watchdog is warning people about the dangers of signing up to 

trials of slimming products and face creams online. The UK European Consumer 

Centre says it’s received a number of complaints from people who were unaware they 

were signing up to pay a monthly subscription rather than a free or cheap trial. Our 

reporter Hannah Moore has been looking into this. Hannah, what have you found out? 

MOORE: Well a few listeners have contacted us this week to complain about a 

company called Lorelia who were advertising a trial offer on their face creams. It 

looked like you’d only have to pay for postage and packaging. £3.95 is not bad for a 

product retailing at nearly 90 quid. But all was not as it seemed, as Jackie from 

Country Durham found out. 

JACKIE: The item was delivered very quickly. I started using this cream. It was 

okay, it smelt nice, and never thought anything more about it until last week. And my 

husband said to me, “Jackie, you haven’t spent anything that you haven’t told me 

about?” I said, “Goodness, no.” We checked online and the people who I’d bought the 

cream off had deducted nearly £90 out of the bank account. 

MOORE: By agreeing to Lorelia’s terms and conditions, Jackie had accidentally 

signed up to monthly deliveries of the cream. Thankfully she noticed as soon as the 

first payment had gone out of her account, but things were worse for another of our 

listeners – Cath from Preston. 

CATH: Last Friday, I got home. Two packages arrived and I opened them and there 
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was another bottle of face cream and a tub of eye cream. So I phoned the company up 

and said, “There must be a mistake. You’ve sent me another free sample.” And they 

said, “No, you’ve signed up to a monthly standing order of these items.” So I said, 

“No I haven’t” and they said, “Well you ticked the terms and conditions. That’s end 

of story.” It’s cost me 300 odd pounds for two jars of face cream, two jars of eye 

cream, and they don’t work and they won’t have them back.  

PENNELLS: Hannah, why didn’t Cath and Jackie know what they were signing up 

for? 

MOORE: Well the word ‘trial’ is used all over Lorelia’s website in commands like 

‘act now to claim your trial package’, ‘get your trial today’. The company’s Ts&Cs do 

state that customers are signing up to continuous monthly payments. If you don’t send 

the trial bottle back within 14 days, they state, you’ll get charged that for that too, 

although the company didn’t provide our listeners with a returns address.  

PENNELLS: Now Lorelia isn’t the only company running these kinds of trial offers. 

We reported on another deal on slimming pills back in 2011. Since then it seems that 

very little has changed, so who’s monitoring the way these companies advertise? 

MOORE: That’s the job of the Advertising Standards Authority. I spoke to Matt 

Wilson. 

WILSON: There are a few rulings in this area by the ASA involving advertisers who 

have used language that is quite urgent in its nature, so ‘claim your trial’, ‘hurry’, ‘act 

now, get your trial’, ‘rush my trial’. There’s a company called Ketone Elite which was 

offering a diet product and its headline on its website was ‘Claim your trial bottle 

today. Hurry while stocks last. Limited supply’. Now it was misleading because it was 

not clear that unless a consumer cancelled their order, they would incur additional 

charges, they would be tied in with an ongoing subscription. Because that material 

information wasn’t made clear and upfront, we concluded it was misleading. 

PENNELLS: You’ve taken a look at the Lorelia website. Is there anything on there 

that concerns you? 
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WILSON: Well interestingly we have had a complaint about that specific company. 

One of the problems is the implication at a trial in most people’s minds means that 

there’s an aspect that’s free. And there’s nothing wrong with offering trials to 

consumers, but it becomes a problem when you get tied into ongoing costs, a 

subscription service, and it can take a lot of money out of your bank account. Now the 

problem with some of these companies, in fact the majority – often we’re talking 

about skin creams, slimming supplements, muscle building supplements – they often 

appear on websites that are based abroad. As a UK based regulator, as a non-statutory 

authority, we have a limit on what we can do about the companies operating abroad 

and peddling their services and products to consumers here. 

PENNELLS: Matt Wilson from the ASA. And Lorelia is based outside the EU. Well 

Jane Negus is from the UK European Consumer Centre which has issued the warning 

about online trials. Jane, what can somebody do if, as our listeners did, they find out 

they have signed up to something that means they’re going to have monthly payments 

taken from their account? 

NEGUS: Hi Sarah. Really what people need to do, first of all, if they’ve already 

found themselves in this situation, is they need to … if they’ve paid on a credit card or 

a debit card, which normally they will have done because these are things that are 

online, they need to contact their banks. There’s two schemes. Credit card - if they’ve 

debited an amount over £100, there is a scheme where a credit card is equally liable.  

PENNELLS: And that’s Section 75, isn’t it? 

NEGUS: Section 75, alright. There is a cashback as well with debit cards. That’s not 

a legal provision, so if debit card refuses to refund you unfortunately there’s nowhere 

to take that.  

PENNELLS: But you can use chargeback on a credit card and a debit card? 

NEGUS: You can under £100. 

PENNELLS: Yes. 

NEGUS: What I would say to people though is to be careful because arguably for a 
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debit card or a credit card company to actually refund you, they would need to see 

some form of issue with the contract you’ve entered into. So arm yourself with as 

much ammunition as you can. Look online, get people’s views - other people that 

have had the same problem. Supply it all to your card. The more information you give 

them, the better it will be to resolve that issue. 

PENNELLS: And the listeners seem to have a better record at getting money back 

after they’ve tried to cancel. What do you actually have to do by law to cancel this 

ongoing subscription? 

NEGUS: Okay, there’s two issues here. If you’re talking about a company that’s 

based within the EU, they should be offering distant selling rights. So obviously there 

should be rights to actually return that product within a certain period and the 

company should state where they are, how you can return it, a contact number to 

contact them. I can’t stress enough to people that if something’s a free trial, nine times 

out of ten that will lead to some form of contract. If you can’t find the terms and 

conditions easily, don’t do it. I know it sounds simple and we all fall into it, including 

myself at times, but it’s a very simple thing: if you’re going to give payment details 

out and you can’t find the terms that are going to bind you, just don’t even entertain it. 

PENNELLS: Jane Negus from the UK European Consumer Centre, thanks very 

much for your advice. And Hannah, what about our listeners Jackie and Cath? Any 

good news for them? 

NEGUS: Well chargeback wasn’t an option for them because, as their banks 

informed them, they had technically agreed to Lorelia’s terms and conditions. Both 

banks, Coop and Barclays, put a stop to any future payments. Jackie has lost £89.85, 

the price of the trial bottle. Coop told has they have contacted Lorelia on her behalf to 

try and get a refund. They’ve been unsuccessful. But the Money Box magic has 

worked for Cath. Since we contacted Lorelia, she’s been refunded in full for the four 

bottles she received plus postage and packaging – around £360. She says she’ll be 

buying her skin cream from the chemist from now on. 

PENNELLS: Very wise words. Hannah, thank you. Lorelia didn’t respond to our 
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request for a comment. That’s it for today. There’s more information and links on the 

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. Paul Lewis is here on 

Wednesday with Money Box Live, this week taking your questions on buying and 

selling a property. And Paul’s back with Money Box next weekend. Today the 

reporter was Hannah Moore, the producer was Lesley McAlpine, and I’m Sarah 

Pennells. 


