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LEWIS: Hello. In today’s programme, Npower puts up its energy prices on Monday, 

but why are 70,000 of its poorest customers facing the biggest rises? Bob Howard’s 

here changing his PIN. 

HOWARD: Yes, how much say should your bank have in choosing those four digits? 

LEWIS: The Pensions Minister explains to me why he wants a ‘third way’ in 

pensions - what he calls Defined Ambition. And the man who was paid in two 500 

euro notes, but then found he couldn’t change them. Where can you change a 500-er. 

That’s Money Box … Ooh that’s not Money Box in half an hour. That’s Money Box 

now. (laughter) Dear oh dear! Prices … I read what’s in front of me. Prices rise for 

Npower customers on Monday by around 9%, but Money Box has learnt that 70,000 

of its poorest customers face much bigger increases in both electricity and gas, as 

Money Box listener Lucy discovered when she opened a letter from Npower with her 

first tariff details. 

LUCY: It said that our gas was going to increase by over 12% and our electricity was 

going to increase by over 18%. We were shocked that there was so much of an 

increase - mainly because we’re on a low income tariff. And when I contacted 

Npower, they said that their average price increase was only 9%, and so if we were on 

one of their standard tariffs, we wouldn’t be facing anywhere near as much of an 
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increase as this. 

LEWIS: Lucy’s on what’s called a social tariff, which Npower calls “Spreading 

Warmth” - a subsidised price for people on very low incomes and, in Lucy’s case, 

with a disability. But she discovered this special tariff is being replaced. 

LUCY: In the past people could get up to £250 off their bill if they were eligible for 

the social tariff; whereas now the only thing that people like me are offered is £130 

off under the Warm Home Discount Scheme, which is quite a lot less. And given that 

fuel prices have increased so much, that doesn’t really make sense. You would think 

that the discount would be going up in line with fuel prices. 

LEWIS: Money Box reporter Ben Carter’s been looking into this. Ben, Lucy’s found 

out a lot, but is that right - that help for people in her position is actually being 

reduced? 

CARTER: Well yes it is in some cases. Lucy’s household income is less than 

£13,000 a year and she gets disability living allowance, so she was entitled to that 

subsidised social tariff called Spreading Warmth. Now when energy companies 

introduced these tariffs, it was a voluntary arrangement and offered mainly to 

households who applied for it; and, as Lucy said, the discount was as much as £250. 

But in 2010 the Government decided to impose a legal obligation on energy suppliers 

to give poorer customers a standard rebate called the Warm Home Discount. That 

figure was set at £120 last winter and has been raised to £130 this winter. Some of the 

big six energy companies - British Gas, for example - have already scrapped social 

tariffs completely and replaced them with the Warm Home Discount. Others, like 

Npower, are phasing them out for people like Lucy. Next year Lucy and all other 

customers currently on their social tariff will be moved to the standard tariff, which is 

much more expensive. They will then get the Warm Home Discount of next year 

£135. So Npower is reducing the bill shock by phasing in the increase. 
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LEWIS: So more people are eligible for a Warm Home Discount than a social tariff, 

but that means the money is sort of spread thinner, so people like Lucy will be worse 

off. 

CARTER: That’s pretty much right. In fact the energy companies are spending more 

as well; but, as you say, it’s being spread across more people. 

LEWIS: Thanks Ben. Well Greg Barker MP is the Minister of State for Climate 

Change. I asked him why Lucy would be left worse off. 

BARKER: Social tariffs are being phased out because we’re putting something that 

we think is much better in their place and that’s the statutory Warm Home Discount, 

which is worth £130 a year to nearly 2 million customers. And the amount of money 

that we’re offering through the Warm Home Discount is significantly more than was 

available in support through social tariffs. It’s over a billion pounds over the life of 

this parliament. So most people should be significantly better off. 

LEWIS: Well I’m sure the total amount of money is going up, but in fact under the 

social tariff Lucy would have saved about £250; and if she changes to the Warm 

Home Discount, then she will get just £130. So although the money being spent is 

more, it’s spread among more people and so the individuals are getting less. 

BARKER: Well it’s really important that we operate this fairly, and if there are 

individual cases - and this is the first one that I’ve heard of that’s had this unintended 

consequence - I’d be very happy to look at why that’s happening. But, as I said, in 

addition to the Warm Home Discount that’s worth £130, it will be open to the energy 

companies to offer additional rebates, so it may be that there could be more coming 

for Lucy in the form of a rebate. 

LEWIS: What Npower have said to us is that they’re raising the tariffs on the social 

tariff so that people don’t feel the whole effect at once and so hers is going up by … 
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certainly electricity is going up by double the normal rate that probably you and I are 

paying. 

BARKER: Absolutely. What I would advise her to do is to also shop around because 

the thing about the Warm Home Discount is it then gives you greater choice to then 

look at what other energy companies are offering in terms of tariffs. And of course 

your listeners will know that the Prime Minister has announced that we’ll be 

legislating to cut through this blizzard of confusing tariffs, so there will just be four 

core tariffs offered by each of the major energy companies, which will make it much 

easier for people to identify who’s offering the best deal and to whom they should 

switch. 

LEWIS: Let me ask you one more question about the Warm Home Discount. It was 

£120 last winter. It’s £130 this winter, up £10. The average bill has gone up more like 

£100. 

BARKER: Absolutely. We understand that people are struggling with their bills. I 

can understand why the rising price of wholesale gas internationally has been pushing 

up both heating bills and electricity to record levels, which is why we are acting. 

LEWIS: Energy Minister Greg Barker. Well live now to Jonathan Stearn. He’s an 

energy expert at Consumer Focus. Jonathan Stearn, were you surprised to hear what 

Npower is doing for 70,000 people like Lucy? 

STEARN: Well actually no because the Warm Home Discount was introduced to try 

and get a clear priority for different households; and in fact before the discount came 

in some energy suppliers were just supplying social tariffs to pensioners, so Lucy 

wouldn’t have been eligible for anything. So what the Warm Home Discount tried to 

do was get a clear priority and actually tell the energy suppliers who they should be 

providing tariffs to. 
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LEWIS: Yes I can see the purpose of that, but the result for some people who were 

getting it before is that the money - even though it’s gone up a bit, as I understand it - 

is being spread more thinly, as I said, and so you know her subsidy she reckoned was 

250 quid and it’s going to be barely half that. 

STEARN: Yes I understand that and the situation before was the tariffs that the 

energy suppliers were offering were between £48 and £409 and so the average was 

about £112.  

LEWIS: Right. So is Npower right when it says this is the Government’s fault, not 

ours? 

STEARN: No, not completely. I mean there have been these sets of £120 last year, 

£130 this year, £135 next year, but energy suppliers have actually still been allowed a 

huge amount of discretion in terms of what they do. There’s only a core group of 

pensioners on pension credit who are guaranteed to get the £130. 

LEWIS: And what about this new deal we heard about this week from the Energy 

Secretary? Infrastructure is going to be renewed, our power is going to be greener, but 

it will cost energy users more than £7 billion a year by 2020 and they reckon that’s 

about £95 each for domestic customers. Is that really to our advantage? 

STEARN: There’s obviously a concern for consumers, particularly those on low 

incomes. And the key thing we actually need to do is to make sure we look at the 

other side of the equation, which is energy efficiency, because if we could actually 

make our cold and draughty homes (and we have some of the most draughty homes in 

Europe) energy efficient, then we can protect people from those increased bills. And 

at the moment I’m afraid the programmes for energy efficiency just aren’t working 

very well. The energy suppliers have only hit 40% of their target for this year for low 

income consumers. So a) we need to get those targets hit, but we also need to see 

more money coming into energy efficiency. And there’s 4 billion coming in from 
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carbon taxes next year and some of that money could be and should be used for 

energy efficiency programmes. 

LEWIS: Jonathan Stearn from Consumer Focus, thanks very much.  

Now should your bank be able to dictate what four digit PIN code you use for your 

debit or credit card? From January, Santander will require customers to have a 

different PIN for its cards from the ones you use for other cards. HSBC already asks 

customers to do that in its terms and conditions. Does it help reduce fraud or just pass 

the responsibility for it from banks to their perhaps careless customers? Bob 

Howard’s here.  

HOWARD: Paul, banks have always insisted for obvious reasons that customers take 

reasonable steps to keep their PIN secure, but some banks are becoming a lot more 

specific about what they want customers to do. Santander says from 1
st
 January it will 

require customers to make sure the PIN they use for their Santander cards is different 

from any other bank cards they have. When we asked if anybody who didn’t would 

not be refunded following a fraud, Santander said despite its use of the word ‘require’ 

these new security measures were in fact suggestions, so customers would not lose out 

financially unless they themselves were trying to perpetrate a fraud. HSBC told us it 

would refund any customer as long as they hadn’t shown gross negligence or been a 

party to the fraud. We queried what it considered to be gross negligence. HSBC said it 

may be not adhering to one or a combination of thirty precautionary measures listed in 

its 48 pages of terms and conditions. 

LEWIS: Yes 36,000 words on my count. But Bob, can these terms and conditions 

which require or suggest you use a unique or an unusual PIN, can that ever be used to 

deny you a refund if you don’t do that? 

HOWARD: Well the Financial Services Authority told us no and said the banks can’t 

avoid complying with the rules simply by changing customer contracts in their terms 
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and conditions. The FSA said carelessness was not the same as gross negligence, but 

of course what a bank, the FSA or the Ombudsman may consider to be gross 

negligence may differ and trying to remember different PINs, as Santander and HSBC 

want us to, isn’t always easy. Money Box listener Nuria has different PINs for every 

card she uses. She has difficulty remembering her credit card PIN and so marked the 

four numbers on different months in a pocket calendar she keeps in her purse. But 

when she lost her purse and admitted to her bank what she had done, the bank refused 

to refund her the £1,000 she’d lost. But she believes having several PINs to remember 

meant she was forced to write one down in some form or other. 

NURIA: At this moment I have a credit card from my company, a corporate card 

which has got PIN number. Then I’ve got my Mastercard PIN number. Then I have 

my normal card for paying every day PIN number. I mean how many PIN numbers do 

you need? 

HOWARD: Money Box has heard anecdotally that other bank customers have also 

lost out. We were told of somebody who tried to disguise their NatWest PIN by 

writing Natalie West in their phone book followed by the four digits. (Lewis laughs) 

The bank refused to refund them and the Ombudsman upheld that decision. Stephen 

Mason’s a barrister who’s just written a book on electronic banking. He says if you’re 

going to disguise a PIN, you have to do it effectively. 

MASON: You can record your PIN, but you’ve got to record it in a way that it is not 

obvious to somebody who comes across the PIN itself. So, for instance, it is suggested 

that I think you can actually put your PIN as a mobile telephone number in your 

mobile telephone, but it has not got to be obvious that is the PIN you’re recording. 

HOWARD: So it really should look like a telephone number. UK banks, unlike their 

counterparts in some other countries, allow customers to change the default PIN 

issued with a new card to a more easily remembered number, but more easily 

remembered can sometimes mean more easily guessed as two studies this year have 

shown. One by Professor Ross Anderson from Cambridge University’s Computer Lab 
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suggests a third of all PINs are a date of one kind or another with many choosing their 

date of birth; and if you carry your driving licence in your wallet, which has your date 

of birth written on it, that could spell serious trouble. Ross Anderson believes about 

every eleven wallets found in the street or pick-pocketed has at least one guessable 

PIN in the sense that if you get the four to five cards in a typical wallet and try the 

most common PINs in decreasing order, you’ll get lucky before you run out of tries. 

And Nick Berry, a data analyst, has looked at other numbers frequently used for 

numeric passwords and was shocked at what he found. 

BERRY: What it actually showed is a staggering lack of imagination. The most 

common password was actually 1, 2, 3, 4, and 10.7% of the people actually used 1, 2, 

3, 4. And by the time you sort of go through the list, the top 20 numbers accounted for 

you know almost 27% of all the numbers. 

HOWARD: The terms and conditions of several banks - including Santander, HSBC 

and Lloyds TSB - say you should avoid choosing a PIN which is obvious, which may 

be easy to guess like 1, 2, 3, 4. Some banks actually have what the industry calls 

denied PIN lists, numbers which are so obvious the bank won’t let you choose them. 

For example, Barclays told us customers cannot choose a PIN which has sequences 

going up or down or four digits the same, so not 1-2-3-4, 4-3-2-1 or 0-0-0-0. HSBC 

and the Coop said they also restricted numbers which customers could choose, but 

they wouldn’t elaborate on which numbers were barred. 

LEWIS: Thanks Bob. And thanks for reading out my three PINs too. (Howard 

laughs) 

The Government wants us all to put more money aside to give us a better retirement, 

but the numbers in pension plans at work is declining: 4 million fewer, the 

Government says, than in 1967, and still going down. Not satisfied with automatically 

enrolling everyone into a pension at work, a scheme which started last month, the 

Government now says it wants to change the pension deals that employers can offer 

us. Instead of choosing between a final salary scheme (called Defined Benefit) or a 
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scheme that saves up your money into a pension pot (called Defined Contribution) - 

stay with me here - Pensions Minister Steve Webb wants to put a new category in 

between B and C - Defined Ambition, DA. What?  

WEBB: Part of the point of our document this week is to say if a firm wants to do 

more for their employees, how do we not just get them in - which is what automatic 

enrolment’s about - but encourage them to build on that, for example committing part 

of a future pay rise to extra pension, and that would be a really positive thing. 

LEWIS: But such schemes - schemes that are better than this defined contribution 

scheme where you just pay a fixed amount into a pension pot - they are possible now, 

aren’t they, and a few firms do them? How are you going to encourage more firms to 

do them when firms are looking to cut cost and cut risk? 

WEBB: Well you’re quite right, there are already schemes out there which share risk. 

But one of the things that holds firms off from doing this - and firms tell me this 

directly - is the burden of regulation because at the moment, for example, if you want 

to offer a pension related to what somebody earns, which is a good sort of pension, 

the Government comes along and says but you can only do that if it’s indexed every 

year and you provide for survivors after you’ve died and all the rest of it. Well 

actually I think if firms are willing to provide a pension that’s linked to what you used 

to earn, we should say thank you very much, not here’s another whole heap of 

regulation, and that’s some of the things we’re trying to use to encourage firms to go 

beyond the minimum. 

LEWIS: So you’re going to water down the rules for defined benefit, for pensions 

that are related to your salary, as a way of encouraging other firms to enter that space. 

Do you really think that will work? 

WEBB: Well what’s clear to me is that if we keep all the rules, all the regulations so 

that in theory we’ve got a beautiful perfect pension but no employers willing to offer 
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one, we’ve achieved nothing. So having something that’s not perhaps as good as we 

had in the past because it was so expensive nobody will offer it but is an awful lot 

better than the minimum is a good place to be in my view. 

LEWIS: You’re also saying you’re going to have some sort of guarantee on the 

pension pot scheme, the one where the contributions are fixed. How can you have a 

guarantee? 

WEBB: Well what you notice when you look at pensions around Europe and beyond 

is that that sort of guarantee - for example that all the money you put in you’ll get at 

least that back in the pot at the end - is entirely normal, mainstream. You know it’s 

only in Britain we sort of say ooh you couldn’t possibly do that, it would be hideously 

expensive. I mean clearly there is a cost. If you make a pension promise, there is a 

cost, so you might get a smaller pension than you would have done but a more certain 

pension. And you know there’s a dirty great insurance market out there and insurance 

is about paying a price in return for which you get less risk, so we’re exploring 

whether there are ways people could be in workplace pensions that give them more 

certainty than they would otherwise have. 

LEWIS: Pensions Minister Steve Webb. So will the Government’s white paper, 

called Invigorating Workplace Pensions, really breathe new life into saving up at 

work? John Ralphe is an independent pension consultant. 

RALPHE: Yeah I’m afraid this paper and the comments we’ve just heard from Mr 

Webb exemplify a lot of muddled thinking, and my concern is that the time and effort 

and energy that should be devoted by the DWP to helping to sort out and improve 

workplace pensions, that’s being wasted. Because instead of acknowledging the 

realities, and as far as I’m concerned those realities are defined benefit is dead in the 

private sector … 

LEWIS: Defined benefit is a final salary scheme or a scheme related to your salary? 
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RALPHE: That’s right. We’ve got defined contribution where individuals in the 

company put an amount of money into a pot. That’s invested usually in the stock 

market and you then buy a pension when you retire, but the pension you buy is not 

fixed. So we’ve got those two extremes. My focus would be on trying to improve the 

defined contribution pensions that are available - and we can do that by reducing cost, 

we can do that by increasing transparency, we can do that by increasing scale - rather 

than what Mr Webb wants to do, which is to chase after some sort of (as far as I’m 

concerned) mythical third way whether it’s called Defined Ambition or whether it’s 

called Collective Defined Contribution. 

LEWIS: But one of the things that Steve Webb was suggesting was that you would 

bring back some sort of guarantee because, as you say, if you put all your money into 

a pension pot and then you go to the market at the age of 65 or 70 and buy an annuity, 

you’re completely in the hands of the market. He was suggesting you could have 

some sort of guarantee - not the guarantee that the final salary scheme gives but 

something that would encourage people to put more money into pensions. 

RALPHE: Providing a guarantee (however modest that guarantee might be) over 20, 

30, 40 years is a serious, heavy duty and expensive business, and we should be very 

clear about that and we shouldn’t try to pretend that you can get it on the cheap 

because you can’t. 

LEWIS: The Government is trying to solve a problem and I think most of us 

recognise that people don’t put enough into pensions. What would you suggest to 

make people make employees and employers both be happier with pensions and put 

more money into them? 

RALPHE: Well I think the first thing which we’ve already talked about is reducing 

costs and there are still a lot of pensions that are far, far too expensive and those costs 

build up over years and reduce the eventual value of the pension. That’s being 

addressed through NEST and the competitors of NEST as part of auto-enrolment. The 

other thing that I think the Government has got to do is to make people absolutely 
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clear that the only way in which you get a larger pension is by working longer and 

saving more. Sadly that’s not a very popular message. 

LEWIS: Indeed not. Work longer and pay more, says pension consultant John 

Ralphe. 

The 500 euro note (worth about £400) is one of the highest value single banknotes in 

circulation. You can get 20,000 pounds worth in a cigarette packet and a million 

pounds worth would weigh just two kilograms. The police say nearly one in ten of the 

notes are in the hands of organised crime. As a result, they’re widely mistrusted, 

causing problems if you want to change them. One Money Box listener, Mark from 

East Sussex, gave a lecture in Eastern Europe and was paid with two 500 euro notes. 

But when he got back to the UK, he found no-one would change them. So we asked 

the Independent’s Travel Editor Simon Calder to take on the challenge of trying to 

change a 500 euro note. 

CALDER: I’ve come to Queensway in West London, which is the street in Britain 

with the highest concentration of bureaux de change. Just from the tube station 

entrance, I can see half a dozen lining up to take my money. Or perhaps not. (to 

salesman) Hello, how are you doing? Just imagine I was a German or an Austrian 

tourist and I had a 500 euro note. Would you change it? 

SALESMAN: No sir, we don’t accept any more. 

CALDER: You don’t accept them? What happened? 

SALESMAN: From our head office, we have instructions not to take any bigger note 

- 500 or 200 notes. 

CALDER: Okay. Let’s try this one - seven day money exchange. Hello sir, how are 

you? I just wonder what would happen, sir, if I were a foreign tourist from Italy or 
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Spain or even Greece and I had a 500 euro note? 

SALESMAN: Yeah you can change it, but it has to go to the customs people. We will 

buy it at a lower price. 

CALDER: A lower price? 

SALESMAN: Yeah because it is being monitored by the customs and excise because 

of money laundering and everything. 

CALDER: Okay, thank you for that, sir. Nice to talk to you. Thank you very much 

for your time, sir. Have a good evening. 

LEWIS: Well Simon Calder’s now back in our Westminster studio. Simon, this 500 

euro note is so unpopular, it even has a name. 

CALDER: Well yes, it’s known as a Bin Laden. The term was coined while the 

al-Qaeda leader was still alive to describe something that everyone knows exists but 

very few people have ever seen. And, as you say, according to the Serious Organised 

Crime Agency, many of the people who have seen it are criminals. Very popular as a 

way of getting money out of the country illegally to places where it can be laundered - 

in other words used to buy legitimate assets. And that’s why in fact British banks 

stopped supplying it 2 years ago. Now it’s impossible to buy, but it’s a curious 

one-way currency because, as I discovered, you can spend it at least in the sense of 

changing it for sterling, but you certainly can’t buy them here. 

LEWIS: No and you did manage to find a couple of places in West London who’d 

change one. What about closer to our listener in East Sussex? 

CALDER: Well yes, it’s a little bit tricky because Marks and Spencer’s and Thomas 

Cook and Travelex, all of whom have bureaux de change, said that they would change 
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it into sterling. I’m not sure where the nearest branch to Mark would be. Tesco said 

they would do it too. They’ve got a branch I believe in Uckfield, but he’d need some 

photo ID. But of course Sussex is home to Gatwick Airport. Lots of places change 

money there. And Moneycorp said they wouldn’t split the note into smaller euro 

denominations. All they could do would be buy it for sterling and they said they’d buy 

it for £740, which is a rate of 1.35. 

LEWIS: Right, so you get less for it. And in continental Europe, where can you 

spend them? Very briefly, ten seconds. 

CALDER: Okay, well you want to go to somewhere like Germany or Amsterdam. 

That’s because those are the places which previously had very high value notes, so 

they’re used to them. Most other parts of the world, I’m afraid they will turn their 

nose up to you. 

LEWIS: Simon Calder, thanks. And a small 10 euro note is on its way to you for that. 

Thank you. 

That’s it for today. There’s more on our website: bbc.co.uk/moneybox. You can read 

my newsletter, download the programme, listen to past programmes, read transcripts, 

send us your ideas, and email us. Gosh they’re coming in fast. Vincent Duggleby’s 

here on Wednesday at 3 p.m. with Money Box Live, this week taking questions on 

pensions. Back with Money Box next weekend. Reporters Ben Carter, Bob Howard, 

producer Emma Rippon. I’m Paul Lewis. 


