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Northern Rock (Asset Management) plc - Summary Consolidated Financial Results  

 
Introduction 
Northern Rock (Asset Management) plc ('NRAM') is a public limited company incorporated and domiciled in the 
United Kingdom. 
 
All shares in NRAM were transferred to the Treasury Solicitor as nominee for HM Treasury on 22 February 2008 
as a result of The Northern Rock Transfer Order 2008.  On 1 October 2010 all shares in NRAM were acquired via 
a share-for-share exchange by UK Asset Resolution Limited ('UKAR'), a private limited company incorporated in 
the United Kingdom under the Companies Act 2006 and registered in England and Wales, which is wholly owned 
by the Treasury Solicitor as nominee for HM Treasury and is NRAM's ultimate parent undertaking.  NRAM 
considers Her Majesty's Government to remain its ultimate controlling party. 
 
UKAR was established as the holding company for the two Government owned mortgage businesses, NRAM 
and Bradford & Bingley plc ('B&B').  The first section of this announcement relates to the consolidated UKAR 
Group which includes B&B and NRAM.  The remaining sections report the NRAM Group only information.  
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UK ASSET RESOLUTION LIMITED 

PRELIMINARY RESULTS ANNOUNCEMENT  
 

UKAR REPAID £2.15 BILLION TO TAXPAYERS IN 2011 
 
UK Asset Resolution Limited ('UKAR') which incorporates Bradford & Bingley plc ('B&B') and Northern 
Rock (Asset Management) plc ('NRAM') today issues its Preliminary Results for the year ended 31 
December 2011.  UKAR's aim is to maximise value for the taxpayer and our objectives in integrating 
the two businesses are to reduce costs by combining business infrastructure and sharing best practice 
in customer service. 
 
2011 is the first full financial year since the formation of UKAR and the first year of consolidated results 
for the Group. 
 

• £2bn of NRAM government loan paid back, taking the total to £3.1bn repaid since separation 
from Northern Rock plc ('NR') 

• B&B commenced government loan repayments, with £150m repaid in 2011 
• Payment of a further £688m (2010: £519m) to Government in the form of interest, fees and 

corporation tax, resulting in overall payments of £2.8bn (2010: £1.6bn) 
• Underlying profit before tax increased 145% to £1,089.1m (2010: £444.1m), based on improved 

arrears performance resulting in lower loan impairment charges  
• Mortgage accounts three or more months in arrears have reduced by 14% to 33,216 (FY 2010: 

38,515) 
• Underlying costs reduced by 21% from £277.5m to £220.6m 
• Generated gains of £382.3m from the buyback of £1.2bn of capital instruments 
 
 
Richard Banks, UKAR Chief Executive, commented: 
 
"We continue to make good progress against our objectives and made further significant repayments of 
the government loans.  This improving performance is against a backdrop of challenging economic 
conditions and increasing hardship for some customers.  Arrears and possessions are falling at B&B 
and we have stabilised the position with NRAM where arrears are now reducing due to our proactive 
approach." 
 
Richard Pym, UKAR Chairman, commented: 
 
"UKAR has a unique role as a business that has been tasked with the rundown of two major mortgage 
firms.  Our people have done a good job of integrating the operations of B&B and NRAM and have 
made sure we have the right strategies in place to run down our Balance Sheet of more than £95bn 
and deliver maximum value for the taxpayer." 
 
SUMMARY FINANCIAL INFORMATION 
 
Underlying profit before tax of £1,089.1m was £645.0m higher than 2010 (2010: £444.1m).  This 
improvement was mainly due to lower loan impairment losses resulting from a significant reduction in 
arrears and also the fact that there has been a minimal increase in new cases of suspected fraud.  
Statutory profit before tax was £1,375.1m compared to £1,487.1m due to a smaller gain on the 
repurchase of capital instruments.  
 
PERFORMANCE ON UKAR STRATEGIC PRIORITIES 
 
1. Optimise the Balance Sheet 
 
UKAR has repaid £2.15bn of government funding.  In addition £1.2bn of capital instruments have been 
bought back and £9.6bn other funding repaid on maturity.  These repayments have been funded largely  
from a 10% reduction in lending balances (£8.2bn) reflecting £6.5bn of secured residential 
redemptions, £0.4bn of unsecured redemptions, £0.2bn of commercial redemptions and £1.1bn of  



Northern Rock (Asset Management) plc                                 31 December 2011 

NRAM plc  Preliminary Financial Report 2011          Page 4 of 26 

 
ongoing repayments.  As a result, lending balances stand at £75.3bn as at 31 December 2011 (2010: 
£83.5bn).  In total, the Balance Sheet has reduced from £110.9bn in 2010 to £95.2bn. 
 
HM Treasury have the right to vary the interest rates on the B&B Working Capital Facility ('WCF') and 
NRAM Government Loan.  In August 2011 UK Financial Investments ('UKFI') and HM Treasury 
requested an increase in the margin over Bank Base Rate on the WCF from 1.50% to 5.00%, reflecting 
the improved balance sheet strength of the Company.  This resulted in an additional £125m of interest 
paid during the year, equivalent to over £250m in a full year. In addition, the terms of this WCF have 
been restructured enabling lower levels of liquidity to be held on the Balance Sheet. 
   
In November, tender offers were made to repurchase up to £1.2bn of B&B and NRAM capital 
instruments.  As a result, £1,159.4m of notes have been repurchased, generating a pre-tax gain of 
£382.3m.  
 
2. Minimise impairment and losses 
 
Absolute arrears levels for both B&B and NRAM are lower than the 2010 year end as a direct 
consequence of proactive arrears management coupled with the continued benign interest rate 
environment in 2011.  
 
The total number of mortgage cases three or more months in arrears, including those in possession, 
reduced by 14% year on year to 33,216 cases as at 31 December 2011 (2010: 38,515).  The total 
amount of arrears owed by customers has reduced year on year by £39.7m to £233.9m at 31 
December 2011.    
 
During 2011, we have continued to invest in improvements to our technology and staff resources in the 
UKAR debt management functions, particularly at NRAM, and delivered considerable improvements in 
operational efficiency.  As a result of our actions, we have seen NRAM arrears fall for eight consecutive 
months after the peak in April 2011.   
 
Support for customers experiencing payment difficulties 
 
In total, UKAR has almost 722,000 customers (2010: 850,000); they have 657,000 mortgage accounts 
(2010: 726,000) and 278,000 unsecured personal loan accounts (2010: 351,000).  The majority, 90%, 
of these loans continue to perform well but we do have a significant number of customers who are 
finding it difficult to meet their repayments and we work closely with them to offer a range of solutions to 
help them manage their circumstances.  During the year we made 37,000 mortgage arrangements and 
account modifications (2010: 44,000) to assist customers with their repayments. 
 
In seeking to support customers through periods of financial difficulty, we actively work with a range of 
non fee-charging debt advice agencies to help customers reorganise their finances and ensure, 
wherever possible, that they can continue as homeowners. 
 
In some circumstances, however, the most appropriate course of action is for customers to sell their 
homes and we support this process, where suitable, through assisted voluntary sales. 
   
Repossession proceedings for customers in arrears are always viewed as a last resort; regrettably, in 
some situations, this is inevitable.  The number of properties in possession increased from 2,607 in 
2010 to 2,705 at the end of 2011.   
 
Where a buy-to-let landlord is in arrears we endeavour to protect tenants by honouring the terms of all 
valid Assured Shorthold Tenancy agreements and instructing a Law of Property Act receiver to collect 
rent directly from the tenant, thereby enabling the tenant to stay in the property for the duration of any 
agreement. 
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3. Reduce costs 
 
The Group has also continued to focus on cost reduction.  Ongoing administrative expenses were lower 
at £220.6m (2010: £277.5m) with the ratio of costs to assets decreasing to 0.23% (2010: 0.26%). 
 
The reduction in 2011 costs primarily reflects restructuring which was undertaken as part of the 
separation of NR from NRAM to form UKAR and the clear focus of management on reducing costs.  
Since the year end we have also successfully migrated the NRAM mortgage book to the UKAR 
platform.  The integration programme as a whole is expected to deliver annualised cost benefits of 
around £50m.   
 
We have continued the proactive past business review of unsecured loan Payment Protection 
Insurance ('PPI') sales and have written to over 90,000 customers so far.  We made provisions for this 
review in 2010 and believe this remains adequate. 
 
OUTLOOK 
 
2011 has been a year of change and challenges and the outlook for the UK and wider economy 
continues to remain uncertain.  While interest rates remain lower than previously anticipated, higher 
inflation and rising unemployment continue to put pressure on household incomes and we expect more 
customers to experience difficulties during 2012.  We are developing our programme of proactive 
contact with those customers in financial difficulty.  
 
NOTIFICATION OF ACCOUNTING RE-STATEMENT 
 
We have restated our 2010 results reflecting a change in the policy adopted for mortgage interest 
recognition, leading to the reduction of the asset previously established under IAS 39 'Financial 
Instruments: Recognition and Measurement'.  Continuing with the previous policy with updated 
redemption projections would have resulted in an increase in the UKAR effective interest rate ("EIR") 
asset of the order of £500m, increasing reported profits by this amount and increasing the EIR asset to 
approximately £900m.  This amount would then need to be amortised as an interest expense in the 
Income Statement over the remaining life of the mortgages.  The Board considered this inappropriate 
for an organisation in run down and concluded on a revised approach, which both complies with IAS 39 
and better reflects the particular nature of the UKAR business.  Integral fees and charges are now 
amortised over a shorter period, being the period to which the product re-prices to a standard or 
product variable rate.  Whilst the numbers involved are material in any one period, over the life of the 
assets no difference arises.   
 
COMPANY HIGHLIGHTS 
 
Northern Rock (Asset Management) plc 

• Underlying profit before tax rose to £789.9m, compared with £191.3m in 2010 
• Statutory profit before tax rose to £940.6m, compared with £314.4m in 2010 
• Mortgage accounts three or more months in arrears are 4% lower at 24,449 (FY 2010: 25,419) 
• The number of properties in possession 2,118 (FY 2010: 1,984) 
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Business review 

Key Performance Indicators ("KPIs") 

In addition to the primary Financial Statements, we have adopted the following KPIs in managing business performance in the 
context of its strategic priorities. 

Strategic 
 priorities Financial measures    2011    2010* Commentary 

Total lending balances £bn 
Secured £bn 

Unsecured £bn 
 

 

       41.2
       38.7
         2.5

 

        47.6
        44.5
          3.1

 

Lending balances reduced by 13% during the year due to £5.0bn 
of residential redemptions, £0.4bn of unsecured loan 
redemptions and £1.0bn of other capital repayments.  
Unsecured balances include both the Together and Standalone 
unsecured loan books.  

Residential mortgage redemption rate % 
Residential redemptions £bn 

 

     11.2
5.0

             8.7
             4.3

 

The increased rate reflects a higher level of redemptions partly 
driven by waiving Early Redemption Charges coupled with a 
lower opening book. 

Government loan repayments £bn 
Government loan balance £bn 

2.0
19.7

           1.1
         21.7

£2.0bn of repayments have been made since the end of 2010, 
increasing total repayments to the Government to £3.1bn since 1 
January 2010. 

Optimise the   
Balance Sheet 
 

Total cash payments to HM Treasury £m 
 

 2,184        1,248 Total cash paid to HM Treasury during the year.  This includes 
principal and interest repayments, State guarantee fees and tax 
paid.  The main driver of the increase year on year is £0.9bn 
higher principal repayments on the Government loan. 
 

Residential arrears balance : total 
residential mortgage balance % 

Residential payments overdue £m 
 

 
       0.47
     181.3

 
         0.44
       192.9

 
This represents the value of customers’ missed payments as a 
proportion of the total balance of all residential mortgages. 

Residential arrears 3 months and over 
and possessions as % of the book: 

 - by value 
 - by number of accounts 

Number of residential arrears 3 months 
and over and possessions cases 

  8.97
  7.19

   24,449

         8.01
         6.58
     25,419

 
 
The reduction in arrears reflects both the improvement in 
collections performance and continued low interest rates. 
 

Minimise impairment  
and losses 
 

 
Residential impairment 

provisions £m 
  Cover %  

Residential provision balance: 
residential loans in arrears % 

    
     926.4
       2.35

 
       15.72

 
  1,013.0
       2.24

 
17.2

 
 
The level of the residential impairment Balance Sheet provision 
reduced by £86.6m although the level of cover increased from 
2.24% to 2.35%. 

Reduce costs 
 
 
 
 
 

Total costs £m 
Ongoing costs £m** 

Ratio of costs to average interest-earning 
assets 

 - statutory % 
- ongoing %** 

 
 

         156.9
         116.7

 
 

      0.28
      0.21

 

         303.6
         165.2

 
 

        0.48
           0.26

 
 

The reduction in ongoing costs reflects the full year impact of the 
restructuring undertaken in 2010 as part of the transfer of NRAM 
to UKAR, and the benefit of access to UKAR services and 
contracts.  This has been partly offset by investment in 
supporting customers in financial difficulty.  In addition, total 
costs were lower year on year due to lower spend on the 
integration into UKAR which, in 2010, included the cost of 
separation from NR. 

 
*   2010 has been restated reflecting the changes to EIR policy.  Details of the change are provided in note 3. 
** Ongoing costs exclude certain items that are not expected to recur on an ongoing basis; particularly those associated with the migration and integration of B&B 

and NRAM. 
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Business review (continued) 
 
In addition to the statutory measure of profit the Board believes it is appropriate to assess performance based on the 
underlying profit of the business, which excludes non-recurring costs, particularly those associated with the integration with 
B&B, and certain gains such as the re-purchase of capital instruments.  Also excluded are movements in fair value and hedge 
ineffectiveness relating to financial instruments which are expected to be held to maturity as opposed to being traded.   
 
An analysis of the difference between the statutory accounting measure of profit and the underlying profit of NRAM is 
provided in the table below. 
 
Summary Income Statement 
 

 
For the year ended 31 December 

 
2011 2010* 

  £m £m 
    

Underlying net interest income**  1,264.0 1,173.8 
Underlying net non interest income***  18.9 10.5 
Underlying net operating income  1,282.9 1,184.3 
Ongoing administrative expenses  (116.7) (165.2) 
Impairment on loans and advances to customers  (311.0) (812.8) 
Net impairment on investment securities  (65.3) (15.0) 
Underlying profit before taxation  789.9 191.3 
Unrealised fair value movements on financial instruments  10.9 417.7 
Hedge ineffectiveness  (26.2) (65.0) 
Other net administrative expenses  (40.2) (138.4) 
Gain on repurchase of capital instruments  187.1 59.7 
Profit on disposal of credit linked notes  15.6 - 
Provision for customer redress  - (160.0) 
Defined benefit pension scheme gains  3.5 9.1 
Statutory profit before taxation  940.6 314.4 

 
Summary Balance Sheet 
 

At 31 December  2011 2010* 
  £m £m 
    
Loans and advances to customers:    
 - Residential mortgages  38,422.0         44,152.9 
 - Commercial and other secured loans  268.7              314.7 
 - Unsecured lending  2,523.9           3,113.8 
Wholesale assets  8,685.4         11,330.4 
Fair value adjustments on portfolio hedging  234.9              539.6 
Derivative financial instruments  5,051.1           6,542.5 
Other assets  138.3              102.0 
Total assets  55,324.3         66,095.9 
    
Loans from HM Treasury  19,726.4       21,727.3 
Wholesale funding  32,387.2       40,954.2 
Derivative financial instruments  387.5            826.4 
Other liabilities  379.6            349.7 
Capital instruments  219.3         1,100.7 
Equity  2,224.3         1,137.6 
Total liabilities and equity  55,324.3         66,095.9 

 
* 2010 has been restated as NRAM and B&B align accounting treatment. 
** Underlying net interest income in 2010 is restated for a change in policy relating to EIR. 
*** Underlying net non interest income includes net fee and commission income, net realised gains less losses on investment securities and other operating 

income.   
 
. 
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Northern Rock (Asset Management) plc 
 
Summary Consolidated Financial Statements 
 
The Primary Financial Statements for the NRAM Group are provided below with comparisons to 2010, restated where 
appropriate for the changes to accounting policy. 
 
Consolidated Income Statement 
 

 
 
For the year ended 31 December 

 
2011 

  
     2010 

Restated1 
 £m £m 
 
Interest receivable and similar income     1,774.1     1,655.7 
Interest expense and similar charges       (510.1)         (481.9) 
Net interest income      1,264.0     1,173.8 
   
Fee and commission income          25.8             19.1 
Fee and commission expense         (14.3)           (15.9) 
Net fee and commission income          11.5               3.2 
   
Net realised gains less losses on investment securities (1.2)               0.2 
Unrealised fair value movements on financial instruments 10.9           417.7 
Hedge ineffectiveness (26.2)            (65.0) 
Provision for customer redress               -          (160.0) 
Other operating income 8.6               7.1 
Non interest income 3.6           203.2 
   
Net operating income 1,267.6        1,377.0 
   
Administrative expenses:   
 - Ongoing       (116.7)            (165.2) 
 - Other net expenses (40.2)          (138.4) 
Impairment on loans and advances to customers (311.0)          (812.8) 
Net impairment on investment securities (65.3)            (15.0) 
Defined benefit pension scheme gains 3.5               9.1 
Gain on repurchase of capital instruments 187.1             59.7 
Profit on disposal of credit linked notes 15.6                  - 
Profit before taxation 940.6           314.4 
   
Taxation  (112.8)               9.1 
   
Profit for the financial year 827.8           323.5 

 
1  See note 3. 
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Summary Consolidated Financial Statements (continued) 
 
Consolidated Statement of Comprehensive Income 
 

Gross of 
tax 

Tax Net of 
tax 

 
For the year ended 31 December 2011 

£m £m £m 
    
 
Profit for the financial year         940.6 (112.8)   827.8 
    
Available-for-sale instruments:    
- Net gains recognised in available-for-sale reserve during the year         125.6 (20.3)    105.3 
- Amounts transferred from available-for-sale reserve and recognised in profit during    
the year 

         (2.9)        0.5     (2.4) 

Cash flow hedges:    
- Net gains recognised in cash flow hedge reserve during the year (79.5) 8.3  (71.2) 
- Amounts transferred from cash flow hedge reserve and recognised in profit during the  
  year 

        296.5 (30.9) 265.6 

Actuarial gains on retirement benefit obligations          17.3 (4.8) 12.5 
Total other comprehensive income        357.0 (47.2) 309.8 
Total comprehensive income for the financial year     1,297.6 (160.0) 1,137.6 

 
 

Gross of 
tax Tax 

Net of 
tax  

For the year ended 31 December 2010 (Restated1) £m £m £m 

    
 
Profit for the financial year 314.4 9.1 323.5 
    
Available-for-sale instruments:    
- Net gains recognised in available-for-sale reserve during the year 134.6            - 134.6 
- Amounts transferred from available-for-sale reserve and recognised in profit during  
  the year 

7.9            - 7.9 

Cash flow hedges:    
- Net gains recognised in cash flow hedge reserve during the year 43.5            - 43.5 
- Amounts transferred from cash flow hedge reserve and recognised in profit during the  
  year 

15.8            - 15.8 

Actuarial losses on retirement benefit obligations (6.2)            - (6.2) 
Total other comprehensive income 195.6            - 195.6 
Total comprehensive income for the financial year 510.0 9.1 519.1 

 
1  See note 3. 
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Summary Consolidated Financial Statements (continued) 
 
Consolidated Balance Sheet 
 

 
 
At 31 December 

  
2011 2010 

Restated1 
  £m £m 
    
Assets    
    
Cash and balances at central banks 5,286.1 6,983.8 
Loans and advances to banks 1,359.8 1,944.4 
Investment securities and unsecured investment loans 2,039.5 2,402.2 
Loans and advances to customers 41,214.6 47,581.4 
Fair value adjustments on portfolio hedging 234.9 539.6 
Derivative financial instruments 5,051.1 6,542.5 
Other assets  35.4 18.6 
Current tax assets                 - 6.6 
Retirement benefit assets  49.8 8.3 
Investment property  26.6 26.6 
Property, plant and equipment  25.3 41.9 
Intangible assets  1.2                  - 
Total assets  55,324.3 66,095.9 
    
Liabilities    
    
Deposits by banks  3,682.2 4,902.8 
HM Treasury loans  19,726.4 21,727.3 
Derivative financial instruments   387.5 826.4 
Debt securities in issue  28,705.0 36,051.4 
Other liabilities  93.9 131.2 
Current tax liabilities  88.6                  - 
Deferred tax liabilities  29.8 3.3 
Provisions  167.3 215.2 
Capital instruments  219.3 1,100.7 
Total liabilities  53,100.0 64,958.3 
    
Equity    
    
Issued capital and reserves attributable to equity holder of the parent:    
 - Share capital  124.0 124.0 
 - Reserves  413.7 116.4 
 - Retained earnings  1,560.9 688.1 
Share capital and reserves  2,098.6 928.5  
    
Non-shareholders' funds  125.7 209.1 
    
Total equity  2,224.3 1,137.6  
    
Total equity and liabilities  55,324.3 66,095.9  

 
1  See note 3. 
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Summary Consolidated Financial Statements (continued) 
 
Consolidated Statement of Changes in Equity  

Share
capital

Share
premium

reserve

Capital
redemption

reserve
Other

reserves
Retained
earnings

Total share 
capital and 

reserves 

 
Non-

share-
holders'

funds
Total

equityYear ended 
31 December 2011 £m £m £m £m £m £m £m £m
         
         
At 1 January 2011 (restated) 124.0 403.2 7.3 (294.1) 688.1 928.5 209.1 1,137.6 
    
Other comprehensive income:   

 - Net movement in available-
for-sale reserve 

          -          -      -  122.7 - 122.7 - 122.7 

 - Net movement in cash flow 
hedge reserve 

          -      -  217.0 - 217.0 - 217.0 

 - Actuarial gains   -         -      -            -  17.3 17.3 - 17.3 
 - Tax effects of the above   -         -      - (42.4) (4.8)  (47.2) -  (47.2)

Total other comprehensive 
income 

  -         -      -  297.3 12.5 309.8 - 309.8 

Profit for the financial year   -         -      - - 827.8 827.8 - 827.8 
Gain on the repurchase of 
capital instruments 

  -         -      - - 32.5 32.5 (83.4)     (50.9)

At 31 December 2011 124.0 403.2 7.3 3.2 1,560.9 2,098.6 125.7 2,224.3 
         

 
Share 
capital 

Share
premium
reserve

Capital 
redemption 

reserve 
Other

reserves
Retained
earnings

Total share 
capital and 

reserves 

 
Non -

share-
holders' 

funds 
Total 

equity Year ended 31 December 
2010 (Restated1) £m £m £m £m £m £m £m £m 
         
         
At 31 December 2009 124.0 403.2 7.3 (512.1) (408.4) (386.0) 1,441.1 1,055.1
Transferred to NR -       - - 16.2 (17.1) (0.9) - (0.9)
At 1 January 2010 as 
previously reported 

124.0 403.2 7.3 (495.9) (425.5) (386.9) 1,441.1 1,054.2

Prior year adjustment -       - - - (94.7) (94.7) - (94.7)
At 1 January 2010 (restated1) 124.0 403.2 7.3 (495.9) (520.2) (481.6) 1,441.1     959.5
       
Other comprehensive income:       
- Net movement in available- 
  for-sale reserve 

-       - - 142.5 -  142.5 -     142.5

- Net movement in cash flow     
  hedge reserve 

-       - - 59.3 -   59.3 -       59.3

- Actuarial losses -       - - - (6.2) (6.2) - (6.2)

- Tax effects of the above -       - - - - - - - 

Total other comprehensive 
income 

-       - - 201.8 (6.2) 195.6 -      195.6

Profit for the financial year -       - - - 323.5 323.5 -      323.5
Gain on the repurchase of 
capital instruments 

-       - - - 891.0 891.0 (1,232.0) (341.0)

At 31 December 2010 
(restated1) 

124.0 403.2 7.3 (294.1) 688.1 928.5  209.1   1,137.6

 

1  See note 3. 
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Summary Consolidated Financial Statements (continued) 
 
Consolidated Cash Flow Statement 

 
 
 
For the year ended 31 December  

 
 

2011 2010 
Restated1 

 £m £m 
Cash flows from operating activities   
Profit before taxation for the financial year 940.6 314.4 
Adjustments to reconcile net profit to cash flows used in operating activities:   
- Provision for customer redress                   - 160.0 
- Impairment of goodwill                   - 30.7 
- Depreciation and amortisation  17.8 54.8 
- Net profit on sale of property, plant and equipment and intangible assets                   - (0.1) 
- Impairment on loans and advances to customers  311.0 812.8 
- Net impairment on investment securities  65.3 15.0 
- Gain on repurchase of capital instruments  (187.1) (59.7) 
- Income taxes (paid)/refunded (50.0) 5.2 
- Fair value adjustments on financial instruments 379.5 645.5 
- Other non-cash movements (240.2) 490.1 
Cash flows from operating activities before changes in operating assets 
and liabilities 1,236.9 2,468.7 

Net (increase)/decrease in operating assets:   
- Deposits held for regulatory or monetary control purposes                 - 63.8 
- Loans and advances to banks and customers 6,048.1 15,723.6 
- Derivative financial instruments receivable 1,491.4 931.3 
- Other assets (16.6) 24.6 
Net increase/(decrease) in operating liabilities:   
- Deposits by banks (1,220.2) (1,121.5) 
- Amounts due to customers                 - (20,556.9) 
- HM Treasury loans (1,999.6) 7,397.9 
- Derivative financial instruments payable (438.9) (847.4) 
- Debt securities in issue (6,928.9) (6,208.0) 
- Other liabilities (90.5) (179.4) 
- Provisions (49.9) (31.8) 
Net cash used in operating activities (1,968.2) (2,335.1) 
   
Cash flows from investing activities:   
- Purchase of  property, plant and equipment and intangible assets (2.6) (1.9) 
- Proceeds from sale of property, plant and equipment and intangible assets 0.2 56.4 

- Purchase of investment securities (231.7) (83.5) 
- Proceeds from sale and redemption of investment securities 627.7 527.2 
Net cash from investing activities 393.6 498.2 
   
Cash flows used in financing activities:   
-Repurchase of capital instruments (709.1) (392.3) 
Net cash used in financing activities (709.1) (392.3) 
   
Net decrease in cash and cash equivalents (2,283.7) (2,229.2) 
Cash and cash equivalents at beginning of year 8,924.8 11,154.0 
Cash and cash equivalents at end of year 6,641.1 8,924.8 

   
Represented by cash and assets with original maturity of three months or 
less within:   

- Cash and balances at central banks 5,283.6 6,980.8 
- Loans and advances to banks 1,354.5 1,944.0 
- Investment securities and unsecured investment loans 3.0       - 
Total 6,641.1 8,924.8 

 

1  See note 3. 
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Notes to the Financial Information  
 

1.  Reporting entity 
 
Northern Rock (Asset Management) plc ('the Company') is a public limited company which was incorporated in the United 
Kingdom. 
 
The financial information in this Preliminary Financial Report consolidates NRAM and its subsidiaries (including special 
purpose vehicles ('SPVs')), together referred to as the NRAM Group.  NRAM's Consolidated Financial Statements for the year 
ended 31 December 2011 are included in NRAM's 2011 Annual Report & Accounts which will be available by 31 March 2012 
on NRAM's website www.nram.co.uk. 
 
2.  Basis of preparation 
 
This Preliminary Financial Report has been prepared on a going concern basis.  At the date of approval of this Preliminary 
Financial Report, NRAM is reliant on the financing facilities and also upon the guarantee arrangements provided to NRAM by 
HM Treasury.  Withdrawal of the financing facilities or the guarantee arrangements would have a significant impact on NRAM's 
operations and its ability to continue as a going concern, in which case adjustments may have to be made to reduce the 
carrying value of assets to recoverable amounts and to provide for further liabilities that might arise.  At the date of approval of 
this Preliminary Financial Report, HM Treasury has confirmed its intentions to continue to provide funding until at least 1 
October 2013. 
 
In preparing this Preliminary Financial Report there have been no material changes to the accounting policies previously 
applied by NRAM in preparing, and detailed in, its Annual Report & Accounts for the year ended 31 December 2010, with one 
exception: 
 
• The accounting policy in respect of Effective Interest Rate ('EIR') accounting was changed in 2011, and the comparative 

prior period information has been restated accordingly, as described in note 3.  
 

The Directors consider that NRAM's accounting policies are the most appropriate to NRAM's circumstances, have been 
consistently applied in dealing with items which are considered material, and are supported by reasonable and prudent 
estimates and judgements. 
 
The preparation of this Preliminary Financial Report requires the use of estimates and assumptions that affect the reported 
values of assets and liabilities at the Balance Sheet date and the reported amounts of revenues and expenses during the 
reporting period. Although these estimates are based on management's best knowledge of the amount, event or actions, 
actual results ultimately may differ from those estimates. 
 
The information in this document does not include all of the disclosures required by IFRS in full annual financial statements, 
and it should be read in conjunction with the Consolidated Financial Statements of NRAM for the year ended 31 December 
2011, which were prepared in accordance with IFRS as adopted by the EU. 
 
3.  Impact of restatement of the 2010 results of NRAM  
 
(i) Effective Interest Rate ('EIR') accounting 
We have restated our 2010 results reflecting a change in the policy adopted for mortgage interest recognition, leading to the 
reduction of the asset previously established under IAS 39 'Financial Instruments: Recognition and Measurement'.  Continuing 
with the previous policy with updated redemption projections would have resulted in an increase in the NRAM effective interest 
rate ('EIR') asset of the order of £200m, increasing reported profits by this amount and increasing the EIR asset to 
approximately £300m.  This amount would then need to be amortised as an interest expense in the Income Statement over 
the remaining life of the mortgages.  The Board considered this inappropriate for an organisation in run down and concluded 
on a revised approach, which both complies with IAS 39 and better reflects the particular nature of the NRAM business.  
Integral fees and charges are now amortised over a shorter period being the period to which the product re-prices to a 
standard or product variable rate.  Whilst the numbers involved are material in any one period, over the life of the assets no 
difference arises. 
 
(ii) Reclassifications 
NRAM changed the Balance Sheet classification of interest accruals. 
 
Further detail will be provided in the 2011 Annual Reports & Accounts of NRAM. 
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Notes to the Financial Information (continued) 
 
3.  Impact of restatement of the 2010 results of NRAM (continued) 
 
NRAM prior year adjustment and reclassification  

Income Statement 

 
Reported 

2010 
EIR 

adjustment Reclassification
Restated 

2010 
For the year ended 31 December 2010 £m £m £m £m 
Underlying net interest income 1,259.9 (86.1) - 1,173.8 
Underlying net non interest income*  10.5 - - 10.5 
Underlying net operating income 1,270.4 (86.1) - 1,184.3 
Ongoing administrative expenses (165.2) - - (165.2) 
Impairment on loans and advances to customers (812.8) - - (812.8) 
Net impairment on investment securities (15.0) - - (15.0) 
Underlying profit before taxation 277.4 (86.1) - 191.3 

Unrealised fair value movements on financial instruments 417.7 - -
 

417.7 
Hedge ineffectiveness (65.0) - - (65.0) 
Other net administrative expenses (138.4) - - (138.4) 
Gain on repurchase of capital instruments 59.7 - - 59.7 
Provision for customer redress (160.0) - - (160.0) 
Defined benefit pension scheme curtailment 9.1 - - 9.1 
Statutory profit before taxation 400.5 (86.1) - 314.4 
*  Underlying net non interest income includes net fee and commission income, net realised gains less losses on investment securities and other operating income. 
 

Balance sheet 

 
Reported 

in 2010 
EIR 

adjustment Reclassification 
Restated 

2010 
At 31 December 2010 £m £m £m £m 
Loans and advances to customers:     
-Residential mortgages  44,332.3 (180.8) 1.4 44,152.9 
-Commercial and other secured loans 312.4 - 2.3 314.7 
-Unsecured lending 3,113.8 - - 3,113.8 
Wholesale assets 11,321.2 - 9.2 11,330.4 
Fair value adjustments on portfolio hedging 539.6 - - 539.6 
Derivative financial instruments 6,542.5 - - 6,542.5 
Other assets 114.9 - (12.9) 102.0 
Total assets 66,276.7 (180.8) - 66,095.9 
Loans from HM Treasury 21,713.4 - 13.9 21,727.3 
Wholesale funding 40,784.1 - 170.1 40,954.2 
Derivative financial instruments 826.4 - - 826.4 
Other liabilities 568.1 - (218.4) 349.7 
Capital instruments 1,066.3 - 34.4 1,100.7 
Equity 1,318.4 (180.8) - 1,137.6 
Total liabilities and equity 66,276.7 (180.8) - 66,095.9 
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Notes to the Financial Information (continued) 
 
4.  Net interest income 

 
 

 
 

2011 

 
2010 

Restated1 
  £m £m 
    
Interest receivable and similar income    
On secured advances  1,550.4 1,451.4 
On other lending  143.7 131.0 
On investment securities and deposits  80.0 73.3 
Underlying interest receivable and similar income  1,774.1 1,655.7 
Interest expense and similar charges    
On deposits including loans from HM Treasury  (180.3) (191.1) 
Other  (329.8) (290.8) 
Underlying interest expense and similar charges  (510.1) (481.9) 
Underlying net interest income  1,264.0 1,173.8 
    
Average balances    
Interest-earning assets ('IEA')  55,500.8 63,425.1 
Financed by:    
 -  Interest-bearing funding  53,239.3 61,313.6 
 -  Interest-free funding*  2,261.5 2,111.5 
    
Average rates %    
 -  Gross yield on IEA  3.20 2.61 
 -  Cost of interest-bearing funding  (0.96) (0.79) 
Interest spread  2.24 1.82 
Contribution of interest-free funding  0.04 0.03 
Underlying net interest margin on average IEA  2.28 1.85 
    
Average Bank Base Rate  0.50 0.50 
Average 1-month LIBOR  0.65 0.56 
Average 3-month LIBOR  0.88 0.70 
    
  £m £m 
Underlying net interest income  1,264.0 1,173.8 
Add back: discounting of subordinated liabilities  - - 
Statutory net interest income  1,264.0 1,173.8 
Statutory net interest margin on average IEA %                2.28 1.85 
    

 
*  Interest-free funding is calculated as an average over the financial year, and includes share capital and reserves. 
1.  See note 3 
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Notes to the Financial Information (continued) 
 
5.  Unrealised fair value movements on financial instruments and hedge ineffectiveness 
 
 2011 2010 
 £m £m 
   
Net gain/(loss) in fair value:   
 - translation gains/(losses) on underlying instruments 160.6 (144.0) 
 - fair value movements on derivatives that are economic hedges but are not in hedge  
   accounting relationships 

(149.7) 561.7 

Unrealised fair value movements 10.9 417.7 
   
Net gains on fair value hedging instruments 378.8 313.1 
Net losses on fair value hedged items attributable to hedged risk (380.5) (356.3) 
Ineffectiveness on cash flow hedges (24.5) (21.8) 
Net hedge ineffectiveness losses (26.2) (65.0) 
   
Total fair value (losses)/gains recognised in the Income Statement (15.3) 352.7 
 
6.  Administrative expenses 
 
On 1 January 2010 all employees previously employed by NRAM transferred to NR under the terms of the Northern Rock 
Transfer Order 2009, SI 2009/3226.  On 1 November 2010 1,254 of these employees transferred to B&B.   Consequently, the 
Company had no employees during the years presented, as services were provided to the Company by employees of NR or 
B&B.  For the period 1 January to 31 October 2010, the costs of these employees are included in the costs recharged by NR 
under SLA, but these staff are not included in the numbers below.  For the period since 1 November 2010, employee costs 
recharged by B&B are included within total staff costs and these employees are included in the table below.  
 
The average number of persons employed by UKAR companies during the year was as follows: 
 

 2011  2010* 
Average headcount   
Full time 982 932 
Part time 382 321 
Total working for NRAM 1,364 1,253 
Total average full time equivalent working for NRAM 1,221 1,139 
 
*  The average for 2010 is based on the two months post transfer from NR.  
 

  

 
The number of persons employed at the end of the year was as follows: 
 

At 
31 December  

2011 
31 December 

 2010 
Full time 1,089 933 
Part time 378 321 
Total working for NRAM 1,467 1,254 
Total full time equivalent headcount working for NRAM 1,332 1,139 
   

In addition to the permanent staff above, the Group employed a full time equivalent of 70 temporary staff at 31 December 
2011 (2010: 70). 
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Notes to the Financial Information (continued) 
 
6.  Administrative expenses (continued)  
 
    

2011 2010 
   £m £m 
The Group's aggregate costs of permanent staff were as follows:     
Wages and salaries   34.5 5.3 
Social security costs   3.6 0.4 
Defined benefit pension costs   (0.5) 1.9 
Defined contribution pension costs   2.2 0.3 
Total staff costs   39.8 7.9 
IT costs   30.7 6.1 
Outsourced and professional services   13.4 1.4 
Depreciation and amortisation   3.7 3.0 
Total costs recharged by NR under SLA                            - 115.5 
Other administrative expenses   29.1 31.3 
Ongoing administrative expenses   116.7 165.2 
Other net administrative expenses:     
- Transformation costs   26.1 55.9 
- Accelerated depreciation   14.1 51.8 
- Impairment of goodwill                            - 30.7 
Total other net administrative expenses   40.2 138.4 
Total   156.9 303.6 
 
Transformation costs relate to the separation of NRAM from NR and its integration into UKAR.  The cost of £40.2m in 2011 
relates to the establishment of common systems across UKAR together with expected redundancy costs and the write down 
of the value of buildings, following the announcement of the UKAR restructure and the phased exit from the Gosforth site. 
 

7.  Taxation 
 
The tax charge for 2011 is £112.8m (2010: £9.1m credit), giving an effective tax rate of 12.0%.  This rate is below the 
standard rate of 26.5% because in 2011 NRAM has utilised tax losses from previous years to offset some of its profits. 
 
Deferred taxation appropriately reflects the change to the standard rate of UK corporation tax to 25% with effect from 1 April 
2012. The announced further rate reductions by an additional 1% on each of 1 April 2013 and 2014 to 23% would have the 
maximum potential impact of reducing the Group's deferred tax liabilities by approximately £1.0m. 
 
£20.0m (2010: £201.2m) of deferred tax assets have not been recognised, relating to unused tax losses of £nil (2010: 
£487.2m) and deductible temporary differences of £80.0m (2010: £258.0m).  No deferred tax assets have been recognised 
in respect of tax losses carried forward (2010: £12.0m, based upon detailed business plans showing sufficient taxable profits 
in future years to utilise the losses on which deferred tax has been recognised). 
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Notes to the Financial Information (continued) 
 
8.  Loans and advances to customers 
 
Residential mortgages include all of the Group’s buy-to-let loans.  Commercial loans comprise loans secured on commercial 
properties.  The Together product, previously offered by the Company, combines a secured and unsecured loan all at one 
interest rate and with flexible payments.  Outstanding secured balances in respect of this product are included within total 
residential mortgages while outstanding unsecured balances are included within unsecured loans. 
 
All of the Group's loans and advances to customers are to UK customers. 
 
Balances include accounting adjustments in respect of EIR and provisioning requirements.   
 
Loans and advances to customers include loans amounting to £30,501.4m (31 December 2010: £35,384.1m) for the Group 
and Company which have been sold to bankruptcy remote SPVs whereby substantially all of the risks and rewards of the 
portfolio are retained by the Group / Company.  Accordingly, all of these loans and advances are retained on the Group's 
Balance Sheets.     
 
Fair value adjustments on portfolio hedging amounting to £234.9m (2010: £539.6m) relate to fair value adjustments to loans 
and advances to customers in relation to interest rate risk as a result of their inclusion in a fair value portfolio hedge 
relationship.  
 
Loans and advances to customers comprise the following product types: 
 

 Balances
At 31 December

 2011
£m

 
 

% 

Redemptions 
2011 

£m 

Balances 
At 31 December 

2010
£m 

 
 

% 

Redemptions 
2010 

£m 
Residential mortgages      
Buy-to-let 4,264.0 11 (183.4) 4,540.8 10 (172.3) 
Together 14,312.0 37 (1,183.5) 15,974.2 36 (903.3) 
Standard and other 19,846.0 52 (3,587.7) 23,637.9 54 (3,262.6) 

Total residential mortgages 38,422.0 100 (4,954.6) 44,152.9 100 (4,338.2) 
      
Residential loans 38,422.0 93 (4,954.6) 44,152.9 93 (4,338.2) 
Commercial loans 268.7 1 (47.9) 314.7 1 (13.1) 

Total secured loans 38,690.7 94 (5,002.5) 44,467.6 94 (4,351.3) 

Unsecured loans 2,523.9 6 (362.7) 3,113.8 6 (514.8) 

Total 41,214.6 100 (5,365.2) 47,581.4 100 (4,866.1) 
 
Redemptions comprise full redemptions and voluntary partial redemptions, but exclude overpayments and regular monthly 
payments. 
 
9.  Impairment on loans and advances to customers 
 
Allowances for credit losses against loans and advances to customers have been made as follows: 
 

 
 
2011 

 
On residential 

 mortgages 
£m 

 
On commercial 

loans 
£m 

 
On unsecured 

 loans 
£m 

 
 

Total 
£m 

 
At 1 January 2011 1,013.0 30.0 542.3 1,585.3 
Movements during the year:     
- Write-offs (258.0) (2.2) (179.0) (439.2) 
- Loan impairment charge 171.4 22.1 138.3 331.8 
Net movements during the year (86.6) 19.9 (40.7)  (107.4) 
At 31 December 2011 926.4 49.9 501.6 1,477.9 
The Income Statement charge 
comprises: 

    

- Loan impairment charge 171.4 22.1 138.3 331.8 
- Recoveries net of costs (7.4) - (13.4) (20.8) 
Total Income Statement charge 164.0 22.1 124.9 311.0 
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Notes to the Financial Information (continued) 

 
9.  Impairment on loans and advances to customers (continued) 
 

 
In the Balance Sheet the carrying values of loans and advances to customers are presented net of these impairment 
allowances. 
 
10.  Credit quality of loans and advances to customers 
 
In respect of loans and advances to residential customers, the Group holds collateral in the form of mortgages over residential 
properties. The fair value of this collateral was as follows: 
 

 
At 31 December 

2011 
£m 

2010 
£m 

Neither past due nor impaired 50,161.0 57,917.7
Past due but not impaired 5,352.9 5,579.0
Impaired 1,057.5 1,349.4
Total 56,571.4 64,846.1

 
If the collateral amount on each individual loan were capped at the amount of the balance outstanding, and any surplus of 
collateral values over balances outstanding ignored, the fair value of collateral held would be as follows: 
 

 
At 31 December 

2011 
£m 

2010 
£m 

Neither past due nor impaired 32,385.8 38,083.7 
Past due but not impaired 4,595.4 4,345.8 
Impaired 966.9 1,223.8 
Total 37,948.1 43,653.3 

The impaired balances above include the following 
carrying amount of assets in possession, capped at the 
balance outstanding 197.1 159.2 

 
The fair value of the collateral is estimated by taking the most recent valuation of the property and adjusting for house price 
inflation or deflation up to the Balance Sheet date. 
 

 
 
 

2010 

 
On residential 

mortgages 
£m 

 
On commercial 

loans 
£m 

 
 

On unsecured 
 loans 

£m 

 
 

Total 
£m 

At 1 January 2010 596.1 12.5 564.3 1,172.9 
Transferred to NR (0.4) - (0.2) (0.6)
Movements during the year:     
- Write-offs (199.0) (1.4) (214.0) (414.4)
- Loan impairment charge 616.3 18.9 192.2 827.4 
Net movements during the year 417.3 17.5 (21.8) 413.0 
At 31 December 2010 1,013.0 30.0 542.3 1,585.3 
The Income Statement charge comprises      
- Loan impairment charge 616.3 18.9 192.2 827.4 
- Recoveries net of costs (3.7) - (10.9) (14.6)
Total Income Statement charge 612.6 18.9 181.3 812.8 
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Notes to the Financial Information (continued) 
 
10.  Credit quality of loans and advances to customers (continued) 
 
The indexed average loan to value ('LTV') of residential loans and advances to customers was as follows: 
 

 
At 31 December 2011 

% 
2010 

% 
Neither past due nor impaired 66.5 67.6 
Past due but not impaired 90.3 80.8 
Impaired 108.7 110.5 
Total 69.6 69.7 

 
 

 
 At 31 December 2011 
  Residential 

mortgages 
Commercial 

loans 
Unsecured 

loans Total 
 £m £m £m £m 

Neither past due nor impaired 33,367.2 277.1 2,327.3 35,971.6 

Past due but not impaired:     

- less than 3 months 2,464.3 2.7 207.2 2,674.2 
- 3 to 6 months 1,374.9 1.3 - 1,376.2 
- over 6 months 992.0 - - 992.0 

Impaired 1,150.0 37.5 491.0 1,678.5 
 39,348.4 318.6 3,025.5 42,692.5 
Impairment allowances (926.4) (49.9) (501.6) (1,477.9)
Loans and advances to customers net of 
impairment allowances 38,422.0 268.7 2,523.9 41,214.6 

Impairment allowances:     
- individual 137.8 19.2 - 157.0
- collective 788.6 30.7 501.6 1,320.9 
Total impairment allowances 926.4 49.9 501.6 1,477.9 

 
 
 

At 31 December 2010 
 Residential 

mortgages 
Commercial 

loans 
Unsecured 

loans Total 
 £m £m £m £m 

Neither past due nor impaired 39,164.4 321.4 2,986.3 42,472.1 

Past due but not impaired:     

- less than 3 months 2,398.7 0.4 123.2 2,522.3 
- 3 to 6 months 1,271.6 0.2 7.9 1,279.7 
- over 6 months 839.7 4.0 15.3 859.0 
Impaired 1,491.5 18.7 523.4 2,033.6 
 45,165.9 344.7 3,656.1 49,166.7 

Impairment allowances (1,013.0) (30.0) (542.3) (1,585.3)
Loans and advances to customers net of impairment 
allowances 44,152.9 314.7 3,113.8 47,581.4 

Impairment allowances:     
- individual 110.8 13.7 - 124.5
- collective 902.2 16.3 542.3 1,460.8 
Total impairment allowances 1,013.0 30.0 542.3 1,585.3 
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Notes to the Financial Information (continued) 
 
10.  Credit quality of loans and advances to customers (continued) 
 
'Impaired' loans are those which are 12 months or more in arrears, in possession or held for sale with an LPA receiver, and 
others which management consider to be individually impaired. 
 
The above table includes balances within 'neither past due nor impaired' which would have been shown as past due or 
impaired other than due to renegotiation; these were loans where arrears were capitalised during the year.  These loans 
amounted to £46.9m (2010: £1,947.9m).  A loan is eligible for capitalisation of arrears only once the borrower has complied 
with stringent terms for a set period. 
 
The Group also offers other forbearance methods to borrowers, subject to compliance with loan terms, including extension of 
repayment date and switching to interest-only products, the aim of these being to assist the borrower to reduce the level of 
arrears. Management have taken into consideration the forbearance options in applying loan default probabilities and in their 
overall assessment of the total impairment provision. 
 
Arrears and possessions are monitored for the Group as a whole, and also split by type of product. 
 
11.  Arrears and loan impairment: Residential and unsecured loans 
 

  At 31 December 2011 At 31 December 2010 

  Residential Unsecured Residential Unsecured 

Arrears 3 months and over      

Number of cases Number 22,331 34,282 23,435 26,274 
Proportion of total % 6.57 12.33 6.07 7.48 
Asset value £m 3,146.5 466.1 3,284.4 397.9 
Proportion of book % 8.19 18.47 7.44 12.78 
Total value of payments overdue £m 131.8 56.0 146.1 42.5 
Proportion of total book % 0.34 2.22 0.33 1.36 
     
Possessions     
Number of cases Number 2,118 - 1,984 - 
Proportion of total % 0.62 - 0.51 - 
Asset value £m 299.9 - 254.1 - 
Proportion of book % 0.78 - 0.57 - 
Total value of payments overdue £m 21.0 - 16.6 - 
Proportion of total book % 0.06 - 0.04 - 
     
Total arrears 3 months and over and 
possessions 

 

Number of cases Number 24,449 34,282 25,419 26,274 
Proportion of total % 7.19 12.33 6.58 7.48 
Asset value £m 3,446.4 466.1 3,538.5 397.9 
Proportion of book % 8.97 18.47 8.01 12.78 
Total value of payments overdue £m 152.8 56.0 162.7 42.5 
Proportion of total book % 0.40 2.22 0.37 1.36 
     
Payments overdue     
Total value of payments overdue £m 181.3 58.5 192.9 46.6 
Proportion of total book % 0.47 2.32 0.44 1.50 
     
Loan impairment provision     
As % of total balances % 2.35 16.58 2.24 14.83 
As % of arrears 3 months and over and 
possessions 

% 26.88 107.62 28.63 136.29 

 



Northern Rock (Asset Management) plc                                 31 December 2011 

NRAM plc  Preliminary Announcement December 2011  Page 22 of 26 

 
Notes to the Financial Information (continued) 
 
11.  Arrears and possessions on residential mortgages and unsecured loans (continued) 
 
Analysis of residential mortgages and unsecured loans 3 months and over in arrears by product 
 

 
  

At 31 December 2011 
 

At 31 December 2010 
  Residential Unsecured Residential Unsecured 
      
Buy-to-let  
  Number of cases Number 1,496 - 1,450 -
  Proportion of total % 4.90 - 4.56 -
  Asset value £m 256.1 - 244.7 -
  Proportion of book % 6.01 - 5.39 -
  Total value of payments overdue £m 11.4 - 11.4 -
  Proportion of total book % 0.27 - 0.25 -
  
Together  
  Number of cases Number 10,391 15,149 11,262 15,239
  Proportion of total % 7.43 10.49 7.40 9.61
  Asset value £m 1,178.9 262.3 1,281.6 272.2
  Proportion of book % 8.24 13.95 8.02 12.85
  Total value of payments overdue £m 50.4 21.9 58.5 20.4
  Proportion of total book % 0.35 1.16 0.37 0.96
  
Standard and other  
  Number of cases Number 10,444 19,133 10,723 11,035
  Proportion of total % 6.16 14.31 5.30 5.73
  Asset value £m 1,711.5 203.8 1,758.1 125.7
  Proportion of book % 8.62 31.68 7.44 12.64
  Total value of payments overdue £m 70.0 34.1 76.2 22.1
  Proportion of total book % 0.35 5.30 0.32 2.22

 

12.  Debt securities in issue 
 Securitised 

notes 
Covered 

Bonds Other Total 
 £m £m £m £m 
     
Balance at 1 January 2011 24,027.2 9,936.1 2,088.1 36,051.4 
Repayments (4,536.3) (1,750.7) (641.9) (6,928.9) 
Other movements (282.1) (79.7) (55.7) (417.5) 
Balance at 31 December 2011 19,208.8 8,105.7 1,390.5 28,705.0 
     
Securitised assets 20,212.1 10,417.9 -  30,630.0 
 
 Securitised 

notes 
Covered 

 Bonds Other Total 
 £m £m £m £m 
  
Balance at 1 January 2010 28,814.0 10,022.9 3,310.8 42,147.7 
Repayments (4,848.6) -  (1,285.8) (6,134.4) 
Other movements 61.8 (86.8) 63.1 38.1 
Balance at 31 December 2010 24,027.2 9,936.1 2,088.1 36,051.4 
     
Securitised assets 24,015.0 11,497.6 -  35,512.6 
 
Other movements comprise exchange rate movements, accrued interest and hedge accounting adjustments. 
 
The Group issued debt securities to securitise loans and advances to customers through SPVs and Covered Bonds, the 
amounts of which are shown above. These are subject to fair value hedge designation and the carrying values of these 
instruments are adjusted to reflect the fair values of the risks being hedged. 
 
HM Treasury has provided guarantees with regard to certain wholesale borrowings of the Group; the Group pays a fee for 
these guarantees currently at the rate of £12.0m per annum. The fee is not dependant on balances outstanding, and hence it 
is included within 'fee and commission expense'. 
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Notes to the Financial Information (continued) 
 
13.  Provisions 
 
Provisions include £156.2m (2010: £203.1m) in respect of potential claims from customers regarding Payment Protection 
Insurance ('PPI') and other mis-sold products.  The Company commenced a proactive customer contact programme for 
unsecured lending PPI in July 2011 and expects to complete customer mailings by mid 2012.  Based on current evidence, the 
Company believes the provision remains adequate.  
 
 
14.  Contingent liabilities 
 
As part of the transfer of assets and liabilities by NRAM to NR on 1 January 2010, NRAM agreed to indemnify NR against 
potential claims arising from past business up to a maximum of £100m.  The cumulative total paid to 31 December 2011 was 
£2.8m.  This indemnity terminated on 1 January 2012 following the sale of NR to Virgin Money. 
 
The Company has provided a number of financial guarantees to other NRAM Group companies.  The Directors do not expect 
any claims to be made against the Company under these guarantees and hence no provision has been made. 
 
15.  Gain on repurchase of capital instruments  
 
The liability management exercise launched in November tendered for £1,046.7m of capital instruments.  As a result, £913.6m 
of notes have been repurchased, generating £231.3m of pre-tax profit, £187.1m of which is recognised in statutory profit with 
the balance being recognised in reserves.  The profit on disposal of credit linked notes also generated a gain of £15.6m. 
 
16.  Defined benefit pension scheme 
 
The closure of the NRAM defined benefit pension scheme in 2010 resulted in a £9.1m curtailment gain in 2010.  A further gain 
of £3.5m arose in 2011 resulting from a transfer in of certain assets and obligations from the scheme set up to replace NRAM's 
closed scheme. 
 
17.  Related party disclosures 
 
The key management personnel of NRAM are NRAM's Executive and Non-Executive Directors and senior managers.  
Transactions during the period with NRAM's key management personnel and other related parties were similar in nature to 
those during the year ended 31 December 2010. 
 
18.  Events after the reporting period 
 
The Directors are of the opinion that there have been no significant events which have occurred since 1 January 2012 to the 
date of this report that are likely to have a material effect on the Group's financial position as disclosed in this Preliminary 
Financial Report. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Statutory accounts for 2010, which were prepared under accounting standards adopted by the EU, have been delivered to the Registrar of Companies, and 
those for 2011 will be delivered in due course.  The auditors have reported on those accounts; their report was (i) unqualified, (ii) did not include a reference 
to any matters to which the auditor drew attention by way of emphasis without qualifying their report and (iii) did not contain a statement under section 498(2) 
or (3) of the Companies Act 2006.  This document may contain forward-looking statements with respect to certain plans and current goals and expectations 
relating to the future financial conditions, business performance and results of Northern Rock (Asset Management) plc.  By their nature, all forward-looking 
statements involve risk and uncertainty because they relate to future events and circumstances that are beyond the control of Northern Rock (Asset 
Management) plc including, amongst other things, UK domestic and global economic and business conditions, market related risks such as fluctuation in 
interest rates and exchange rates, inflation, deflation, the impact of competition, changes in customer preferences, risks concerning borrower credit quality, 
delays in implementing proposals, the timing, impact and other uncertainties of future acquisitions or other combinations within relevant industries, the policies 
and actions of regulatory authorities, the impact of tax or other legislation and other regulations in the jurisdictions in which Northern Rock (Asset 
Management) plc and its affiliates operate.  As a result, the actual future financial condition, business performance and results of Northern Rock (Asset 
Management) plc may differ materially from the plans, goals and expectations expressed or implied in these forward-looking statements. 
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Statement of Directors' Responsibilities   
 
The Directors are responsible for preparing the Annual Report and the Financial Statements in accordance with applicable law 
and regulations. 
 
Company law requires the Directors to prepare Financial Statements for each financial year. Under that law the Directors have 
prepared the Group and Parent Company Financial Statements in accordance with International Financial Reporting 
Standards ('IFRS') as adopted by the European Union ('EU').  Under company law the Directors must not approve the 
Financial Statements unless they are satisfied that they give a true and fair view of the state of affairs of the Group and the 
Company and of the profit or loss of the Group for that period.  In preparing these Financial Statements, the Directors are 
required to: 
 

• select suitable accounting policies and then apply them consistently; 
• make judgements and accounting estimates that are reasonable and prudent; 
• state whether applicable IFRS as adopted by the EU has been followed, subject to any material departures disclosed 

and explained in the Financial Statements; and 
• prepare the Financial Statements on the going concern basis unless it is inappropriate to presume that the Company 

will continue in business. 
 
The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s 
transactions and disclose with reasonable accuracy at any time the financial position of the Company and the Group and 
enable them to ensure that the Financial Statements comply with the Companies Act 2006. They are also responsible for 
safeguarding the assets of the Company and the Group and hence for taking reasonable steps for the prevention and 
detection of fraud and other irregularities. 
 
The Directors are responsible for the maintenance and integrity of the Company’s website.  Legislation in the United Kingdom 
governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.   
 
By order of the Board 
 
 
 
 
 
 
 
 
 
Richard Banks                      Phillip McLelland 
Chief Executive Officer          Finance Director 
1 March 2012                             1 March 2012 
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Contact information 
 
 The 2011 Preliminary Results for all UKAR Group Companies are available on the websites at www.ukar.co.uk, 
www.bbg.co.uk and www.nram.co.uk within the Company Information sections.  
 
Media Contacts 
 
Brunswick 
Jonathan Glass / Nick Cosgrove 
Tel: +44 20 7404 5959 
Email: ukar@brunswickgroup.com 
 
 
Investor Relations Contacts: 
 
Phil Horner 
Tel: +44 870 609 284 
Email: phil.horner@ukar.co.uk 
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