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LEWIS: Hello. In today’s programme, people with more than one part-time job may 

not get the new state pension because a legal anomaly means some of them don’t get 

national insurance credits. The growth of personal loans guaranteed by someone else 

who could have to pay from the value of their home. Thousands of small investors 

who bought bonds in the Cooperative Bank look set to lose most of their money as the 

bank raises more than a billion pounds. And what do you get when you try to add a 

percentage of one number to a fee? Confusion. Among 9 out of 10 mortgage 

borrowers and even experts find them well a bit tricky. 

But first, people who have part-time jobs may miss out on the new state pension, 

which is being introduced in less than 3 years time. If they earn less than £109 a week 

no national insurance contributions are credited to their account, and that applies even 

if they have several part-time jobs if all of them pay below that limit. So it’s quite 

possible to work 48 hours a week, earn more than £15,000 a year, but still get no 

contributions towards the state pension or other benefits. Money Box listeners have 

been in touch from all over the country, including Alison from Newcastle, Richard 

from Ipswich and Louise from Bradford. 

ALISON: I’ve had two part-time jobs since about 2000. I work for a local council 

helping people with learning disabilities. The other I do administration for our small 

family business. My earnings from both of these jobs together are adding up to more 
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than the lower earnings limit, but when I got a national insurance statement it said I’d 

been earning no national insurance credits at all for the last 12 years because I’d been 

working in two part-time jobs, so, therefore, I’ll not a full pension. 

RICHARD: I have two part-time jobs as a swimming pool caretaker, neither of 

which generates enough income to pay NICs, but together they would. Is there any 

way to challenge the rule which says earnings from different jobs have to be treated 

separately? 

LOUISE: My view is that a lot of people are in this situation. Maybe half of us or 

more don’t even realise that we’re in this situation, we’re so busy doing the more than 

one part-time job that we’re doing and we haven’t really stopped to think about the 

effect it’ll have on our entitlement to benefits. My question is why can’t the DWP 

lump all my earnings together from my different jobs and then I can pay national 

insurance contributions on my total earnings and, therefore, gain some entitlement to 

a pension? 

LEWIS: Listening to those three listeners is Pensions Minister Steve Webb. Steve 

Webb, what are you going to do about this problem? 

WEBB: I think the first thing to stress is that it’s a far smaller problem than it might 

sound at first because over your life, perhaps a 50 year working life, you only need 35 

years where you paid NI to get a pension. So even if you had multiple full-time jobs 

for say 10 years, as long as the rest of the time you were working or bringing up kids 

or looking for a job, you’ll get a full pension. And so 10 years, 12 years, 15 years 

where you built up nothing doesn’t matter at all. So unless this is something you do 

for a big slice of your life, which relatively few people do, it doesn’t matter. 

LEWIS: But what about for those that do do it for a big slice of their life or maybe, as 

people who’ve been in touch with us separately from those three, they’ve got 28, 29, 

30 years, then suddenly they discover they need 35 for the new pension and they’re 
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working in two or three part-time jobs and not getting this credit towards national 

insurance? 

WEBB: So there are two things that they can do. I mean, first of all, you can 

voluntarily pay national insurance. So if you want to, you can pay what’s called Class 

3 national insurance. You can buy a full year of NI. The rates are ludicrously cheap 

relative to the benefit you get back. So it’s not a fair actuarial calculation; it’s a cheap 

purchase. And bear in mind … 

LEWIS: (over) But it sounds a lot. To someone on part-time pay - it’s £13.55 a week, 

isn’t it - so that’s you know a lot of money over the year, isn’t it? It’s £700. That’s a 

lot for someone on part-time work. 

WEBB: (over) Bear in mind … You gave the example of someone with three jobs, 

earning £15,000 a year. If they had one job earning £15,000 a year, we’d be charging 

them hundreds and hundreds of pounds of national insurance. Because they have 

multiple jobs under the floor, they are in the privileged position of not having to pay 

national insurance and there are mechanisms for them to buy into the system at 

discount rate, so that’s actually a relatively favourable position to be in. 

LEWIS: Okay and it’s not just me and Money Box listeners who are concerned about 

this. Eilidh Whiteford, who’s MP for Banff and Buchan, told me why she raised this 

issue in Parliament on Monday. 

WHITEFORD: This pattern of working, these so-called mini jobs is something that 

the Government’s been very much encouraging people to do, especially people 

returning to the labour market. So I think it’s a loophole that needs to be addressed 

and we do need some clarity on how those people can be credited for the work that 

they’re doing. 

LEWIS: So a loophole to be addressed, Steve Webb? 
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WEBB: Well actually there’s another change coming through over the next few years 

which will close this loophole even more, which is the new universal credit which 

will replace lots of existing means tested benefits. And anybody getting universal 

credit or their partner will get credits for the state pension and we think overall that’s 

about another 800,000 people in Britain who will be building up rights to a pension, 

so in fact this was actually always a very small problem and it’s going to get smaller. 

LEWIS: Yes and that’s obviously good for those 800,000 households. But it still 

leaves people perhaps whose partner earns money, who don’t bother to claim 

universal credit (because of course not everybody claims means tested benefits) who 

are going to be stuck with this. And, as you say, they can pay voluntary contributions 

but many of them will find that £700 over the year quite a lot of money. Are you 

going to do anything? Are you taking it seriously? Because, after all, HMRC taxes 

you on your whole income. Why can’t you then pay national insurance on your whole 

income? 

WEBB: I suspect most people who are doing more than one job and who are paying 

tax on the combined income but no national insurance would rather we didn’t add the 

money together causing them to have to pay national insurance. There is a way into 

the national insurance system for them, which is paying it voluntarily if they want to. 

But the other thing to say is the business about 35 years. If you’ve got 35 years, you’ll 

build up the £144 pension. At the moment, the 30 years is only for the basic pension 

of £110. So nobody loses through the move to 35 years. You get whichever is the best 

for you. 

LEWIS: And literally in a word, Steve Webb, are you going to be reviewing this 

loophole or is that it now? 

WEBB: Well the universal credit changes that I mentioned will help make it even 

smaller, but in the introduction to this programme the announcer said up to 8 million 

part-timers could miss out. We think we’re perhaps talking perhaps 10,000 or 20,000 

people and even that is going to fall. 
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LEWIS: Steve Webb, Pensions Minister, thanks very much.  

Debt advice charities have told Money Box they’re worried by the increasing numbers 

of people struggling to repay so-called guarantor loans. They’re taken out by people 

who’d otherwise find it difficult to secure credit and usually they’re for a few 

thousand pounds over 3 years or so. Because the borrower has a poor credit record, 

they need a guarantor - usually a relative or a friend - who’ll guarantee to meet the 

repayments if the borrower can’t make them. Even so, guarantor loans don’t come 

cheap with APRs close to 50%. Bob Howard’s been looking into this. 

HOWARD: Paul, debt advisers have told us they’ve seen a big increase in people 

contacting them because they’re struggling to repay these types of loans. To take one 

out, you must have a guarantor who’s a homeowner and they must be willing to give 

their card details, so money can be taken more or less immediately from them if you 

miss a payment. Money Box was contacted by William whose son Philip took out a 

loan with Amigo Loans last year. 

WILLIAM: The amount that he borrowed was £5,000. He asked me to be guarantor 

and shortly afterwards I got forms to fill in and then I did get a phone call from 

Amigo Loans and they went through a credit check and I gave them details of my 

incoming and outgoings and was accepted as guarantor. 

HOWARD: But then both their financial circumstances changed dramatically within 

a few weeks. Philip lost his job, so couldn’t meet the full repayments, so they became 

William’s liability; but he’d just bought a new house and now had a mortgage to pay. 

When Amigo Loans could no longer take payments from his account either, the firm 

conducted a financial review of his circumstances, but that didn’t seem to help. 

WILLIAM: The person I did the financial review with clearly said, “Well your 

outgoings more or less match your incomings. With your change in moving house, 

taking on the mortgage, clearly you can’t make the payments.” And I said, “Well 
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that’s fine, but my son has arranged to make a lower payment” and off she went. And 

then texts and emails started coming in from different names from different people in 

the company. 

HOWARD: William was told if things couldn’t be resolved, the case would be 

passed to the legal team and that could result in civil action and damage to his credit 

rating. Fortunately William’s son Philip found another job and so he’s been able to 

meet his payments again. When Money Box contacted Amigo Loans, it apologised to 

William for causing him unnecessary stress through the contacts he had with different 

agents who were unfamiliar with his case. It said normally customers who missed 

payments would only have to deal with one agent. However, debt advisers have raised 

much broader industry issues with Money Box regarding the powers guarantor firms 

in general could apply for in the case of a default. Sarah Collier, a money adviser for 

National Debtline, says many clients who come to her haven’t understood the full 

implications if they themselves are asked to repay the loan and can’t.  

COLLIER: They can apply for a county court judgement for both parties; and then 

once the county court judgement is set ,if they have a property with equity in, they 

could then try and apply for a charging order, so try and secure the debt against that 

asset. Guarantor loans want a guarantor who’s got equity in a property or is a 

homeowner because they know then they’ve got the security of that. They know they 

can go for that eventually. If the main person’s not paying, they can eventually try and 

secure it on that asset. 

HOWARD: Another debt advice charity Money Box spoke to had additional 

concerns about how some guarantor loan firms are conducting themselves. Delroy 

Corinaldi, the External Affairs Director of the charity StepChange, says his support 

workers are seeing evidence of some guarantor loans being given to people who are 

already in financial difficulty. 

CORINALDI: Even though we’ve put them on this repayment plan, having done a 

proper check of their budget these guarantor loan companies are still lending these 
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people money. Now that is a terrible situation for these people to be in because 

they’re already on a repayment plan because they are struggling in financial difficulty. 

How is it then that they’re able to get a guarantor loan? 

HOWARD: And Delroy Corinaldi says when they have a guarantor loan to pay as 

well as their essential bills, they may feel pressured into settling their loan first. 

CORINALDI: We always tell them keep the roof over your head, keep warm, keep 

yourself fed. So that has to be the priority. The individual, when they cannot repay 

their loan, they don’t want to fall back on their family member, they don’t want to fall 

back on their friend because of all the stresses and strains that will place on the 

relationship. And for many clients, and certainly one or two clients that we’ve seen in 

this particular issue, they’ve gone and paid the guarantor loan company rather than 

meet the needs of their household essential bills. 

LEWIS: That was Delroy Corinaldi ending that report by Bob Howard. Well with me 

is James Benamor. He’s Chief Executive of Amigo Loans, the biggest of the 

guarantor loan firms. James Benamor, do you make it clear to guarantors that 

ultimately their home could be at risk from what they’re doing? 

BENAMOR: Paul, thanks for having us on. Well actually we make a promise to all 

our guarantors as part of the ten collections promises that we make that we would 

never put anyone’s home at risk, so we would never repossess or force the sale of a 

property.         

LEWIS: But you can take them to court, you can get a charge put against it, and 

ultimately the money comes from their home, doesn’t it? That’s the guarantee you 

have. 

BENAMOR: Well no. I mean first of all only about 10% of payments that we saw 

recently were made by guarantors in the statistics that we’ve recently run. Less than 
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3% of our loans actually go to default and a very tiny percentage, under 1%, would 

even go to court. We will always do whatever we can to avoid any court action. But 

ultimately we will collect from the borrower first, and our collections processes are 

pretty much like any bank or building society - are to try and work with the customer 

as soon as possible to try and resolve the problem and deal with their situation without 

going to court, wherever possible. 

LEWIS: Sure, but given that you can go to court, given that you do have the security 

of a home involved in the loan, why on earth do you charge nearly 50% APR? That’s 

ten times the best rate you can get from a bank. Surely it’s low risk lending as you 

said - less than 1% go to court? 

BENAMOR: Well we started Amigo in 2005 as an alternative to payday loans, and 

our loans are actually quite different from the loans that are offered by banks. We 

decided to charge only one APR to everyone, so there’s no pricing depending on the 

amount or your situation and that’s clear and transparent. We also price the same 

whether you borrow for a day or for 5 years. We will charge only interest. We make 

no fees for late payments or for early settlement, which means that people are using 

our loans in a very flexible way. If you compare a £2,000 loan with Amigo - which is 

the normal kind of amount that people would borrow - with the same loan from 

Halifax, Halifax will actually charge 29% where we’re charging 49%, but Halifax do 

charge fees and charges and will penalise you for paying that off early. 

LEWIS: Sure, but if somebody borrows say £2,000 over 4 years, at the end of it 

you’ll have taken another £2,000. That’s an awful lot for what you’re doing.  

BENAMOR: Well the APR that we charge - and actually 40% of our borrowers do 

pay off early because of that flexibility and save themselves an awful lot of money - 

the APR that we charge in 49% is actually around the same APR that credit unions are 

currently requesting that they be allowed to charge. It’s a sustainable APR that a 

company working in this sector is able to charge and build an alternative to people 

who have been turned down for banking loans. 
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LEWIS: And just briefly, as we heard the fact there’s a guarantor, a family member, 

means in a sense you leapfrog other creditors. They’ll pay the loan rather than put 

food on the table or pay their rent, and that puts you ahead of creditors when really the 

loan should be the last thing you pay. 

BENAMOR: Well actually our collection processes are built around processes that 

we’ve taken from the debt help industry. We actually share a board director with 

StepChange, the largest charity that you spoke to there, and our policy is always to 

collect only what someone can comfortably afford and never to prioritise payments 

over living expenses. 

LEWIS: James Benamor, thanks very much for talking to us. 

The Cooperative Bank’s had a bad few weeks: it pulled out of a deal to buy branches 

off Lloyds, it had its investment rating reduced to junk, and then it lost its chief 

executive. Now it’s been told by the regulator to raise £1.5 billion to plug a hole in its 

capital reserves. Now as part of that exercise, it will snaffle most of the money which 

small investors thought they were just lending to the bank. The Coop wouldn’t do an 

interview, but a spokesman told me 7,000 individuals, they reckon, will lose a lot of 

their money. One of them is Money Box listener Steve. He’s a Coop customer. He 

read an article in an investment magazine and decided to buy bonds in the bank with a 

chunk of his pension. 

STEVE: I put close to £20,000 in and I was expecting a return which would be fixed 

at around 7% a year. That would be a core holding in my pension plan. I did in fact 

receive one dividend payment at the end of the year. Obviously I was very shocked as 

to what had happened. It seems to me the only people who are actually going to lose 

money in this are the retail bond holders, who are the people who can least afford it, 

and there’s thousands of people who are affected. So I think it’s just absolutely 

disgraceful. 
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LEWIS: Well ten building societies issue similar bonds, but Adrian Coles, the Head 

of the Building Societies Association, warns they’re riskier than a savings account.  

COLES: Well generally these investments are bought on the stock market. You 

generally wouldn’t go into a building society branch and buy these. PIBs, as they’re 

called, are not covered by the Financial Services Compensation Scheme. They’re 

entirely outside of that scheme. That’s entirely unlike all savings accounts with 

building societies where your first £85,000 is covered 100%. Ultimately if a building 

society ever did get into difficulty, the PIBs holders are the first if you like recipients, 

absorbers of those losses. The PIBs holders are there to protect the ordinary 

depositors.  

LEWIS: Rob Burgeman is a Director of Investment Managers and Advisers Brewin 

Dolphin. He explained the dangers inherent in these bonds, often called PIBs.  

BURGEMAN: They essentially are loans issued by predominantly building societies 

but some other financial institutions as well, which offer a high rate of interest to 

people who invest in them. The drawback with them is that in a lot of cases they don’t 

have a definitive redemption date, which is to say that there’s not a distinct point in 

the future at which you can get your capital back.  

LEWIS: So you invest say £1,000. You get a guaranteed return on that, but there’s no 

guarantee that you’ll ever be able to sell them for £1,000 when you want to get your 

capital back? 

BURGEMAN: Yeah exactly. The compensation for that, if you like, is that they pay 

in general a very high rate of interest. So, for example, the bonds that are particularly 

topical at the moment were issued by Britannia Building Society back in 1992/93 time 

and offered investors, savers a return of 13% per year.  

LEWIS: So these are a way for mutuals that don’t have shareholders to raise capital 
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by promising investors a reasonable return on their money? 

BURGEMAN: That’s right, that was the purpose of them. 

LEWIS: So what’s the downside, what’s the problem with them? 

BURGEMAN: They are highly susceptive to moves in interest rates. So although 

they were issued at £1 per pound of loan, by the time the interest rates had fallen to 

their 350 year low of 0.5%, the price of these bonds had essentially risen up to I think 

over 160p per £100 of loan. 

LEWIS: For a £100 bond, you’d pay £160? 

BURGEMAN: Yeah, which of course is lovely if you’ve bought them at 100p and 

they’re up to 160p. But the converse of that of course is in a rising interest rate 

environment, which is one that we may be returning to at some point in the future we 

expect, you can see a similar degree of velocity on the downside. 

LEWIS: But of course the other big problem is that, as people with these bonds with 

the Cooperative Bank are discovering, is that if the organisation gets into trouble, 

you’re the ones who lose your money first? 

BURGEMAN: Exactly. I mean the other big problem with the permanent interest 

bearing shares and other classes of preference share is where they sit in the capital 

structure. Capital structure sounds like another one of these sort of mealy-mouthed 

phrases, but essentially what it describes is in the event that a company were to be 

wound up, where do you sit in the queue for money? Generally, as a simple rule of 

thumb, the higher rate of return you’re getting, the lower you’re going to sit in the 

event of their orderly wind-up. So for people who had some of these bonds which 

were paying 13%, I think you can probably see that this is going to be quite a long 

way at the back of the queue. 
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LEWIS: They’re now in the position that they are going to lose some of their money. 

Do we know how much yet? 

BURGEMAN: It’s rather unsatisfactory really. The announcement that’s been made 

is that the bond holders will receive in exchange for their bond holdings (or be offered 

to receive) a mixture of further loans and shares in the Coop. So essentially they do 

have some participation in any eventual recovery in the Coop. We won’t know the 

exact details of this until October, which is some way off. 

LEWIS: Looking at the price now, because these people with these bonds could sell 

them on the market, how much have they lost already? 

BURGEMAN: Well they’ve fallen by about two thirds of their value, which is a long 

way. If someone were to say to me should I buy them, I’d think unless they had a risk 

appetite of let’s say 11 out of 10, the answer would probably be no. 

LEWIS: Rob Burgeman of Brewin Dolphin. 

Okay it’s a test. You take out a £100,000 mortgage over 2 years. You’re offered 

1.74% with a £1545 fee or 2.29% with a £995 fee. Which is the cheaper? One side of 

the paper only; you can’t use a calculator. Well that was the test the Consumer group 

Which? set 1,000 of their members who had to rank five mortgages in order of cost. 

Executive Director Richard Lloyd told me the results. 

LLOYD: We found only 1 in 10 could correctly rank all five deals in the correct 

order; just a quarter could spot the cheapest and most expensive deals. So what we 

found is that people are confused, misunderstanding the real cost of their mortgage, 

which is really important if you’re going to spot the best deal. 

LEWIS: There’s always an APR quoted with a mortgage deal. Doesn’t that sort them 

into the right order? 
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LLOYD: We did find that a lot of people assumed that the APR would give you the 

right answer, but simply basing your comparison on interest rates won’t give you an 

indication of what’s the best deal for you because it doesn’t tell you the overall cost of 

a mortgage. The APR makes a lot of assumptions and it doesn’t take into account how 

long you want to borrow for. So it’s really important for people to look at the 

arrangement fees and all the other fees as well, look at the total cost of the mortgage 

in the round.  

LEWIS: What would you like to see? 

LLOYD: We’d like the lenders, the lending industry to come up with a clearer 

comparison, a method of comparing the different mortgages on offer where perhaps 

people could plug their borrowing terms into a calculator and very quickly see what 

the total cost to them over the borrowing period they’re looking at would be. 

LEWIS: You complain about the public not understanding percentages, but certainly 

from the press coverage didn’t you change your mind yourselves about what the 

percentage was? I initially saw stories saying 99.5% of borrowers didn’t understand. 

Now you’re saying it’s 90%. 

LLOYD: Hands up to this. Our printers screwed up the printing and we got some of 

the numbers wrong in the magazine. 

LEWIS: So it was the printers who got it wrong? 

LLOYD: (laughs) I have to say this just tells you all you need to know about 

mortgage confusion. 

LEWIS: Richard Lloyd of Which? So how do lenders respond to the charge they’ve 

been confusing people? Paul Smee is Director General of the Council of Mortgage 

Lenders. 
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SMEE: I don’t think our members have been caught out confusing people, Paul. I 

think what we have got here is essentially an artificial exercise by Which? If you were 

doing this for real, there’d be a whole lot of added contextual information which 

would be brought into your calculations and into your thinking. 

LEWIS: Like what? 

SMEE: Well, first of all, if you’re feeling uncertain about anything, you can always 

go and get advice. There’s a mortgage intermediary community out there which is 

there to give advice. There will be, if you are coming to a deal, you would get the key 

features illustration which is given to everybody that does set out in a standardised 

format what the key features of any mortgage are. 

LEWIS: So which is cheaper? A 2 year fix of £100,000: 1.74% with a £1545 fee, or 

2.29% with a £995 fee? Which is cheaper? 

SMEE: Speaking for myself, I would go and I would ask an adviser. If I was doing 

this for real, I would go and I would ask an adviser. 

LEWIS: Paul Smee of the Council of Mortgage Lenders. Well that is it for today. 

More information and links on our website: bbc.co.uk/moneybox.  Listen to past 

episodes, send us your ideas. Ruth Alexander’s here on Wednesday with Money Box 

Live, this week taking your questions on consumer rights. I’ll be in Bury that day for 

the Comprehensive Spending Review. The answer by the way to that question was it’s 

the first one that’s cheaper. Money Box is back next weekend. Today the producer 

was Lesley McAlpine and I’m Paul Lewis. 


