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LEWIS: Hello. In today’s programme, a new deal should keep insurance affordable 

for half a million homes at risk of flooding. Some care homes are demanding extra 

money from the families of elderly residents even though the local council is paying 

their fees in full. Mobile phone insurers are told to be clearer and fairer in the way 

they treat 12 million customers. Lloyds Bank explains the choices for the near 5 

million customers in more than 600 branches that will form a new bank: TSB. And 

the good credit card deal that loyal customers won’t get unless they pretend to be new 

customers.  

But first, half a million homes threatened by flooding will be protected from 

unaffordable insurance premiums by a deal struck this week between the Government 

and the insurance industry. From 2015, the cost of flood insurance in these at risk 

homes will be fixed and related to their council tax band. A new not-for-profit 

company, Flood Re, will be funded by £10.50 taken from every home insurance 

premium and the Government will spend more on flood defences and stump up if 

there’s a major disaster costing more than £2.5 billion. Richard Benyon is the 

environment minister behind the deal. 

BENYON: For the first time it’s going to have an element to it on affordability, on 

the price of insurance. As well as on premia, excesses will be capped, and it will be a 

lot more comprehensive - a lot more houses that are on flood risk will be a part of it 
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and households will have an opportunity to shop around. At the moment they usually 

have a choice of one and they will be able to have more choice which company they 

go with. 

LEWIS: The caps on both the premiums and the excesses, as I understand it, will 

depend on the council tax band of the property. How have you calculated those for 

people in different council tax bands? 

BENYON: We have made sure that we are protecting those on the lowest incomes - 

i.e. those best calculations to do this through the council tax banding - and I know 

that’s not perfect, but it’s the best measure that we could find. 

LEWIS: You say for G, they’ll be paying £540 a year extra and there’ll be an excess 

of up to £500. That’s a lot extra for people to find if they’re on a limited income in a 

big family home. 

BENYON: It is likely to be considerably less than would happen in the free market. 

Let me just take Band D. This is only a rough estimate of what a Band D house pays 

at the moment. In a free market, they’re likely to be paying around £1300 a year for 

all their household insurance - you know fire as well as flooding and other risks. With 

Flood Re, they will be paying around £720. 

LEWIS: And what about the homes that are excluded? There are three groups, aren’t 

there? There’s the ones who are in Band H - the more expensive homes; there are the 

ones which have been built since January 2009; and there’s the ones that are described 

as completely uninsurable. Why have you excluded those groups? 

BENYON: Completely uninsurable are now very few houses. They flood almost 

every year. We had to take them out. And the Band H houses, 0.6% of households in 

this country, and we unashamedly want to make sure that we are focusing this on a 

workable economic model that drives down the bills for those most in need. And I do 
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think it’s important that all new developments really do reflect the strong requirement 

within our planning guidance that new properties should not be built in areas of flood 

risk. 

LEWIS: Well that was the Environment Minister, Richard Benyon. Live now to 

Worcester to talk to Mary Dhonau from Know Your Flood Risk. Mary Dhonau, this 

deal’s been a long time coming. Is it good news for you? 

DHONAU: I’m delighted actually. Obviously it’s not done and dusted yet, so we 

can’t start jumping up and down too soon. But, yes, it’s good news because, as the 

minister was saying, had we gone to a free market many thousands of people would 

have lost their flood insurance altogether and many more would have found it 

unaffordable. 

LEWIS: And what about those excluded homes, those in Band H? I mean that’s 

probably worth about three quarters of a million pounds in most of the country, 

perhaps £1.25 million in London. If they’re in a flood risk area, they will have to pay 

a fortune for their insurance, won’t they? 

DHONAU: Well really Flood Re is talking about delivering a great solution to 

support people who need the help in affordable solution; and it’s the Government’s 

view, as we’ve just heard, that people living in Band H - very expensive, sort of round 

about the million pound mark - should be able to afford to put their own house back. 

LEWIS: Right, well there’s about 500 in Richard Benyon’s constituency, so we’ll see 

what they have to say.  

DHONAU: He’ll be very popular with them, won’t he? 

LEWIS: (laughs) Let me just play you one Money Box listener David though. He 

lives in Wales in Tirphil north of Cardiff. He thinks he’ll be included in this new 
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Flood Re scheme, but he isn’t sure he wants to be. 

DAVID: We’re getting quotes of between £250 and £300 without flood insurance and 

upwards of £750, together with a £2,500 and more excess, plus a number of people 

just flatly refusing to insure us because we’re on a flood plain. Then the Environment 

Agency spent £5.1 million on flood prevention measures. We still get exactly the 

same problem because part of the house is in the flood plain. We are Band A, so 

presumably we would be eligible for this scheme. 

LEWIS: Yes, but he wasn’t sure that he wanted to pay it for some reason. But it’s not 

just the premium, is it, which would be about £210 extra in his case? It’s also the 

excess which is being controlled? 

DHONAU: Well the excess would be no more than £500. Round about the average is 

going to be about £250. But I understand that he hasn’t flooded for 50 years, but to 

me that’s irrelevant. They hadn’t flooded for over 50 years in Carlisle. Look what 

happened there - a thousand properties were flooded. And also we’ve got to tell David 

that the average cost for putting a home back post-flood - and I know, I speak with 

feeling - is £30,000. Because he’s Band A, his Flood Re premium would be about 

£210. I think it’s a no-brainer not to take it out, particularly with sort of flood 

mapping getting more sophisticated now. It would be a win-win situation for him. 

LEWIS: Yes, so you think he should take it out? 

DHONAU: I really think very strongly he should. 

LEWIS: And the Government’s also putting more into flood defences, isn’t it? And it 

is saying that if there’s what it called the “one in 200 year event” - though those seem 

to happen more frequently nowadays, something costing more than 2.5 billion - it 

would protect Flood Re, it would actually make sure there was enough money to meet 

claims? 
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DHONAU: Yes that’s good news because Government is doing its part of the deal. 

They’re investing £340 million a year into flood risk management. And also if we get, 

put this into perspective, if we get a flood seven times worse than 2007 - and in my 

book again never say never - then Government will step in and pick up the tab. 

LEWIS: Mary Dhonau from Know Your Flood Risk, thanks. And of course there’s 

still a few negotiations and that deal will start in 2015.  

Can an elderly person who lives in a care home be evicted or moved to a shared room 

if their family refuses to top up the fee which previously had been paid in full by the 

local council? Money Box listener Jane’s 90 year old mother has been in a care home 

with dementia since 2009. Her fees have been fully funded by social services, but in 

February Jane was asked by the care home for an extra £150 a month on top of what 

the council pays or her mother would have to move to another home. Jane can’t afford 

to pay and now her mother, she says, has been given 4 weeks notice to leave. 

JANE: She’s a frail lady now, she’s got a lot of other medical conditions, but I 

actually see her as very happy and well looked after. She has interaction with the 

people, she’s getting activities, so she’s very, very settled. And I fear for what would 

happen if she actually is moved and my main fear is that she could be moved and then 

within 6 months that residential home could also say well we’d like to charge top-ups 

and she could be moved again. 

LEWIS: Well Simon Bottery is Director of Policy at Independent Age, a charity 

offering advice and support in such cases. Simon Bottery, how common is this sort of 

case? 

BOTTERY: Well this is unusual to the extent that this is happening in the middle of 

the placement. What we come across more often, and we get a call about this subject 

every day, every working day, is at the beginning where the fees are being arranged 

and where the placement’s been arranged. But overall, this is a common problem. We 
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know there are 56,000 families paying top-up fees. No-one knows for certain how 

many of those are paying them because they want to or because actually they feel 

they’ve no choice. 

LEWIS: Yes because of course you can pay them to get a better place or better deal 

for your relative, but in this case Jane has obviously been told she has to pay. Now 

can the council force her to pay? 

BOTTERY: No. I mean the council is required by law to provide a place that meets 

the assessed needs of Jane’s mother and they have to pay the full cost of that minus 

the contribution that Jane’s mother herself will make. So the council has to do that. 

Now the care home can say well actually we’re not prepared to continue providing 

care at the rate that the council is prepared to, although you would obviously hope that 

that would be very much a last resort. But ultimately the council has to meet the 

assessed need and they have to make sure that there’s a place available that can help 

Jane’s mother and they have to pay the cost of that. 

LEWIS: But having found this home and paid for it - if the home breaches their 

contract with the council and says that we just can’t cope anymore, could the council 

then move her to another home that did meet her needs? 

BOTTERY: Well technically yes, but if you were going to look at that sort of 

situation you’d want a proper risk assessment of Jane’s mother to find out well what 

would be the impact of her actually moving. And, as Jane’s mother already said, she’s 

very settled there and she really has fears about it, so you’d want a proper formal 

assessment before the council could consider, I think, moving her to a cheaper home. 

LEWIS: So it’s one thing to explain people’s rights, which you’ve done very clearly, 

but how do you enforce them if you’re faced with the situation that Jane is? 

BOTTERY: Well the obvious thing firstly is absolutely if you’re paying a top-up and 
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actually it isn’t a conscious choice that you’ve made to supplement to get better care 

for your relative than the council is prepared to pay and which already meets her need 

- if you’re in that situation then talk to someone like Independent Age. But if you’re 

in this sort of situation then the council’s complaints process is the first route for you 

to go through, but I would also be looking at the Local Government Ombudsman 

because that’s where you would end up if you can’t resolve it through the council. 

And in fact the Local Government Ombudsman made a ruling last year in the case of 

someone in Southampton, which resulted in over £10,000 of top-up fees being paid 

back to the family because they shouldn’t have been charged in the first place. 

LEWIS: So don’t be bullied and make sure you establish your rights. Simon Bottery 

from Independent Age, thanks. And there’s a guide to top-up fees on the Independent 

Age website and a helpline number. Find those through our website: 

bbc.co.uk/moneybox. 

Now most of us text or call on our mobile phone when we’re out and about in the 

street, but if someone rides by on a bike and snatches the phone while our attention is 

elsewhere will our mobile phone insurance pay up? Often the answer is no. We spend 

£620 million a year on this insurance, but a study this week by the regulator, the 

Financial Conduct Authority, found that insurers sell policies badly, don’t make the 

exclusions clear, and often fail to pay out when a claim is made. Claire from London 

contacted Money Box. Her insurer refused to replace her phone after she lost it. 

CLAIRE: I rang the insurance provider to say yes it’s gone missing just to let them 

know. I went to file a claim later that week, put it in, and was initially told that I 

wouldn’t get a replacement mobile phone despite having paid around £6 worth of 

insurance every month for around about 2 years. The reason they gave was that I 

didn’t file a report within 24 hours with my local police station. My local police 

station is actually shut on a Sunday, which would have been within the 24 hour 

period, and they also didn’t advise me when I initially rang in to report the phone had 

gone missing that I needed to do that within 24 hours. 
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LEWIS: Well Claire wrote a strong letter of complaint and her phone was eventually 

replaced. But other listeners have told us their claims have been refused because a 

phone was stolen with no threat of force, for example. Another tweeted me to say his 

phone was water damaged, but that was excluded from his policy. Simon Green is 

Head of General Insurance at the Financial Conduct Authority. Its research also found 

many claims are initially refused. 

GREEN: Some of the things that we found when we were looking through the 

products were ambiguous terms that could be interpreted in different ways, exclusions 

that potentially meant that if you lost your phone in certain conditions such as in a 

public place, whether it’s in a taxi or a hotel room, you wouldn’t be able to claim on 

that, and that’s not acceptable. 

LEWIS: As I understand it from the Association of British Insurers, over half of 

these insurances are taken out when you buy the phone, when you’re perhaps least 

able to decide if you should have it or not, and about 40% of them are sold with 

packaged bank accounts, which I know your organisation has been concerned about 

how they’re sold. So the sales process itself is important, isn’t it? 

GREEN: The sales process is important. It’s certainly a product that 92% of the adult 

population have mobile phones and 12 million policies have been sold and are in 

force at the moment, so this is a mass market product. However when we looked at 

the sales process, we didn’t find any evidence of systematic mis-selling of the product 

and I think it’s important that we’re not scaring people off from buying insurance. 

This product can have value when it’s sold well and when it’s bought well. What the 

report really focuses on is around the complaints and the claims handling side where 

we did find evidence of issues; and for those issues, we’re using the report to put the 

industry on notice and we’ve taken firm action against those practices that are at the 

worst end of the spectrum. 

LEWIS: So in future how should people see things more clearly? What should be in 

the big print at the start of the document that tells people what they can expect? 
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GREEN: There shouldn’t be misleading claims made within the product 

documentation. For one example in the report we identified, it suggested it covered 

the loss of a phone on a train, but actually then the use of the public space clause 

prevented people from actually claiming that and that shouldn’t be a practice either in 

terms of the sales or a practice either in terms of turning down claims. We have 

required the firms to act on our findings and they’ve agreed to do so, so they’re 

making changes now.  

LEWIS: Simon Green of the FCA. And if you have mobile phone insurance, do 

check if you need it and when it will pay out, when it might not, and maybe your 

phone’s insured already on your contents insurance. If you have problems, always go 

to the Financial Ombudsman Service. 

If you bank with Lloyds TSB, will you stay with Lloyds or be “hived” off to the new 

bank TSB? Nearly 5 million customers in more than 600 branches are being 

transferred to this new bank, which will eventually be floated on the stock market 

after plans for the Coop to buy it collapsed last April. But many customers seem 

confused or annoyed at this change and feel it’s being forced on them - customers like 

Penny from Shaftsbury in Dorset who’s only just discovered her account is on the 

transfer list. 

PENNY: I’m now in a state of not knowing who I’ll be banking with, completely not 

knowing when I will be told, unable to know the process of applying to remain with 

my own bank, and threatened that if I do manage to remain with my own bank 

everything I have will change. 

LEWIS: Well I played Penny’s comments to Martin Dodd. He’s Customer Services 

Director at Lloyds.  

DODD: Let me first of all start by saying sorry to Penny Simpson because I don’t 

want her feeling like that. That isn’t the experience I expect as this happens. If you 
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have an account currently with Lloyds TSB and it will be moving to TSB, you should 

have been written to. Your sort code, account number, your internet log-on, all your 

passwords, everything stays exactly the same. The local branch that you bank with 

and the staff who work in that branch all stay exactly the same. The only thing that 

really changes is the name above the door and we’ll start to see TSB back on the high 

street. If they want to stay with Lloyds, they can. It will mean new sort code, new 

account number, but if they really want to do that, you can do, but it’s very much 

about personal choice. 

LEWIS: But it also means you’ll be treated completely like a new customer, doesn’t 

it, and may indeed lose some of the things you’ve already got from the bank? Peter 

Anderton is one listener from West Bromwich. He says he’s banked with you for 50 

years. 

ANDERTON: At the moment I’ve got a Lloyds Bank Gold Account. If you keep 

£2,000, then basically you don’t pay any bank charges - the advantages being that you 

get free travel insurance, mobile phone insurance, and you get AA. Now for me to 

continue with Lloyds Bank - because what they’re saying is if you want to stay with 

us, you’ve got to select an account from our existing range - and our existing range 

for a Gold Account is going to cost you £12.95 per month. So obviously the question 

is what extras will I get for my £12.95? And the answer is absolutely nothing. 

LEWIS: So that’s Peter. To have the same facilities, he’s going to have to pay you 

£12.95 for something he gets free at the moment because he will be a new customer 

and not have those advantages. 

DODD: Let me first of all apologise and say sorry because I do not want any of our 

customers to feel like this. 

LEWIS: But you say it’s about choice. Their choice is to stay with Lloyds and have 

the same deal, and you’re saying you can’t do that. 
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DODD: The situation we currently have is in most instances customers can keep the 

same deal that they’re currently on; that there will be certain individual customers - 

and I think Peter is one of them - where we just can’t do that. But the thing to just 

remember and take a step back, we’re not choosing to do this. We’re having to do it 

as part of the European Commission ruling. We’re putting a new brand on the high 

street, we’re putting more competition into banking. I wouldn’t want to be choosing 

to do this to customers like Peter who’ve been with us for 50 years. We’re being 

asked to do it.  

LEWIS: But the problem is, Martin, that we’re sending you these cases. Every one 

you say we apologise, this has gone wrong or that’s gone wrong. What about all the 

others, the people listening who this has happened to? What about the other emails 

we’ve had, the tweets I’ve been having about it? You have a lot of very, very unhappy 

customers.  

DODD: Have we got it perfect? No we haven’t, but we are definitely listening and we 

are making changes based on their feedback. 

LEWIS: Martin Dodd of Lloyds.  

Loyalty doesn’t pay. We’ve often said that on Money Box and there’s another good 

example this week. Capital One already has good cashback cards for people who pay 

off their bill in full every month, but now it has a new and better one: 1.25% cashback 

and no extra fees if you use the card abroad, which can save you a lot of money. The 

trouble is no-one who currently has a cashback card from Capital One can transfer to 

the new one. 

CAPITAL ONE RULES: Our systems will not allow a customer to hold two of the 

same type of card. They cannot have two cashback cards. 

LEWIS: So what if they do apply? 
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CAPITAL ONE RULES: A cashback application from an existing cashback 

customer would automatically be rejected.  

LEWIS: So how can they get the new card?  

CAPITAL ONE RULES: If an existing Aspire World customer wants to reapply for 

the new version of the product, they will have to close down their account and 

reapply. Provided that they meet the acceptance criteria, we will accept them. 

LEWIS: And that also applies to customers with any cashback Capital One card. So 

there are two cards with the same name, Aspire World, different terms and conditions, 

and you can’t just move from one to the other. Oh and existing customers haven’t 

been told about the new card either. Well here to explain all this is Clare Francis, 

Editor of Moneysupermarket.com. She’s in Salford. What’s your reaction to this deal 

only being for new customers, Clare? 

FRANCIS: Well I think the biggest area of confusion is the fact it’s got exactly the 

same name as the old card. Often we see new products launched which do apply only 

for new customers, but if it’s given a different name then obviously it’s clear that the 

card that you’ve got in your purse isn’t the same as the new one that’s available. So I 

think that’s one of the main areas of confusion for this. As you say, the other problem 

is existing card holders if they want to benefit from the new card, which the key 

difference is it’s offering free usage overseas and abroad which is a big … you know 

it’s an attractive feature, that, which a lot of people might want to take advantage of, 

but obviously if they want to do that they’re going to have to close down their card 

and reapply and there’s no guarantee that they’ll get it. 

LEWIS: No, that’s the risk they take, isn’t it? And how does it compare to what’s on 

the market? I mean up to 1.25% cashback and then this foreign currency spending at 

no extra charge. Is there any other card that does both? 
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FRANCIS: There aren’t other cards that do both, so actually as a card to use overseas 

this is a really good option because you can use it overseas and not be charged. Often 

you’d be charged. With most other credit cards you’d be charged between 2.75% and 

3% each time you use it for spending abroad. And obviously with the new Capital 

One card, you also get cashback on any spending here in the UK, so it’s a good card 

from that respect. There are other cards available though that pay cashback or other 

cards that give free usage overseas. So, for example, the Halifax Clarity Card and the 

Post Office Platinum Card are both free to use abroad. 

LEWIS: Yes, so that means having two cards probably rather than just using the one. 

It is important to stress though, isn’t it, who cashback suits? It only suits people who 

pay off their bill in full every month without fail. 

FRANCIS: Absolutely because if you don’t pay your bill off in full, the amount of 

interest you’re charged will outweigh the value of the cashback. So cashback cards 

and reward cards, you know they’re aimed for the people that do pay off in full every 

month and there are some great deals available out there. Obviously there’s the 

Capital One card, but Barclaycard’s got one that pays 6% cashback on your top five 

purchases in the first 3 months and thereafter you get 2% cashback on your five top 

purchases each month and 0.5% on all other spend. American Express has also got a 

very attractive cashback card - 5% for the first 3 months and then 1.25%. So there’s 

choice out there, and I think the great thing about the credit card market in the UK is 

there are so many different cards that actually you can get the one that suits you in 

how you use it. 

LEWIS: As long as you do the work. I think it’s designed to confuse us sometimes. 

Anyway Clare Francis, thanks for clarifying all that very well. Clare Francis from 

Moneysupermarket.com. 

And just time to mention that 30,000 people might be eligible for compensation after 

banks failed to obey their instructions to cancel a regular payment. People with 

payday loans and gym membership are among those affected.  
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And … (Fx: bells) We don’t normally report listeners’ weddings, but just after we go 

off air Ben and Samantha will be pronounced husband and wife. We recently featured 

the couple after their insurer refused their £7,500 claim for a stolen car. After the 

Money Box report, the firm paid up. And Ben’s uncle Martin emailed us yesterday to 

say thank you, the money was vital for this afternoon’s festivities. Good luck to Ben 

and Samantha.  

Well that’s it for today. More information, links on our website - as ever - 

bbc.co.uk/moneybox. Download the programme, listen to the past episodes, send us 

ideas - as many of you do and indeed are at this moment. Vincent Duggleby’s here on 

Wednesday with Money Box Live taking your questions on investment. I’m back 

with Money Box next weekend. Today the producer was Emma Rippon, those bells 

were St. Paul’s Cathedral, and I’m Paul Lewis. 


