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6 August 2013 
 
 

HALF YEAR RESULTS: UKAR LTD 
INCORPORATING BRADFORD & BINGLEY PLC  

AND NORTHERN ROCK (ASSET MANAGEMENT) PLC  
 

UKAR PAID £1.9 BILLION TO TAXPAYERS IN FIRST HALF OF 2013 
 
UK Asset Resolution Limited ('UKAR') which incorporates Bradford & Bingley plc ('B&B') and 
Northern Rock (Asset Management) plc ('NRAM') today issues its half year results for the six 
months ended 30 June 2013. UKAR's mission is to maximise value for the taxpayer. Having 
integrated the two businesses, our objectives are to optimise the balance sheets to facilitate 
the orderly repayment of the government loans, whilst serving our customers well and 
treating them fairly. 
 
This document and the 2013 Interim Results are available on the respective websites at 
www.bbg.co.uk and www.nram.co.uk within the Corporate sections.   
 
Key highlights 

 Payments of £1.9bn made to taxpayers including £1.3bn loan repayments. 
 

 Mortgage accounts three or more months in arrears, including possessions, have 
reduced by 17% to 21,332 since the start of 2013. 

 

 Underlying profit before tax increased by 10% to £529m. 
 

 Completed the integration of our IT infrastructure, which will deliver significant cost 
savings in the future.   

 

 Announced the £400m sale of the NRAM standalone unsecured personal loan book. 
 

Richard Banks, UKAR Chief Executive, commented: 
 
"UKAR has continued to make good progress in the first half of this year, with payments of 
£1.9bn made to taxpayers. It is also pleasing to see the continued reduction in arrears due to 
the dedication and professionalism of colleagues proactively working with our customers to 
help them achieve the right outcomes." 
 
 
SUMMARY FINANCIAL INFORMATION 
 
Underlying profit before tax for the first half of 2013 increased from £481.4m for June 2012 to 
£528.8m in 2013. The main driver of the improvement is lower arrears and a correspondingly 
reduced loan impairment charge down by £79.2m, from £170.7m in the first half of 2012. 
 
 
PERFORMANCE ON UKAR STRATEGIC PRIORITIES 
 
1. Optimise the Balance Sheet 
 
Since formation in October 2010, UKAR has repaid £6.6bn of Government funding, including 
£1.3bn (H1 2012: £0.8bn; FY 2012: £3.1bn) so far in 2013. This year, repayments have been 
funded largely from a 3.8% reduction in lending balances (£2.6bn) reflecting £2.0bn of 

http://www.bbg.co.uk/
http://www.nram.co.uk/
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secured residential redemptions, £0.1bn of unsecured redemptions, £0.1bn of commercial 
redemptions and £0.4bn of regular repayments. As at 30 June 2013 lending balances stand 
at £66.1bn (H1 2012: £72.2bn; FY 2012: £68.7bn). In total, the Balance Sheet has reduced 
from £110.9bn at the end of 2010 to £82.8bn in the first half of 2013. 
 
Other cashflows were generated for the Government in the first half of the year in the form of 
interest, taxes and guarantee fees, totalling £0.5bn (H1 2012: £0.4bn; FY 2012: £0.9bn). 
 
The sale of the NRAM standalone unsecured personal loan book for £0.4bn completed after 
the period end in July. Net proceeds from the sale will contribute to repayment of the NRAM 
government loan during the third quarter of 2013.    
 
2. Debt Management 
 
Absolute arrears levels for both B&B and NRAM are lower than the 2012 year end as a direct 
consequence of proactive arrears management coupled with the continued low interest rate 
environment.  
 
The total number of mortgage cases three or more months in arrears, including those in 
possession, reduced by 29% year on year to 21,332 cases as at 30 June 2013 (H1 2012: 
30,222; FY 2012: 25,581). The total value of arrears owed by customers has fallen by 
£24.0m to £161.8m during the six months to 30 June 2013, a reduction of 13%. 
 
Support for customers experiencing payment difficulties 
 
In total, UKAR has almost 584,000 customers (FY 2012: 614,000), with 565,000 mortgage 
accounts (FY 2012: 586,000) and 212,000 unsecured personal loan accounts (FY 2012: 
227,000). The majority of these loans continue to perform well with more than 90% of 
mortgage customers up to date with their mortgage payments. However, we do have a 
significant number of customers who are finding it difficult to meet their repayments. In those 
cases, we work closely with customers to offer a range of solutions to help them manage 
their circumstances. During the first half of 2013, 37,000 arrangements were successfully 
completed and approximately 1,200 account modifications were made (H1 2012: 1,900; FY 
2012: 4,000) to assist customers with the repayments of their mortgage.   
 
We also 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. Research conducted by YouGov and the Money Advice Service shows that 
individuals who seek advice are twice as likely to have their debt become manageable within 
12 months compared to those who do not. The number of UKAR customers referred to debt 
advice agencies in the first half of 2013 was 2,413 (H1 2012: 2,437; FY 2012: 6,073). 
 
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 viewed as a last resort but in 
some situations this is inevitable and the best course of action to prevent further 
indebtedness. The number of properties taken into possession reduced from 3,871 in the first 
half of 2012 to 3,550 in 2013. 
 
Where a buy-to-let landlord is in arrears we endeavour to protect tenants by honouring the 
terms of all valid Assured Short Hold 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. Customers and Conduct 
 
It is a key objective for UKAR to work with customers to achieve the most appropriate 
outcome for their particular situation. In addition to our contact strategies for customers in 
financial difficulty, a further area of focus for UKAR is whether our interest only customers 
have plans in place to repay their mortgage at the end of their term. During the first half of 
2013 we have proactively written to or called 18,000 interest only customers, with mortgage 
terms of ten years or less remaining. This activity is designed to ensure customers are aware 
of the need to plan for the repayment of their loan at the end of its term and to encourage 
them to share details of their plans so we can help ensure they are robust. We have had an 
excellent response to the campaign so far.   
 
Since the creation of UKAR we have been remediating a series of problems of process and 
procedure inherited from the legacy businesses. The most significant of these was the mis-
selling of Payment Protection Insurance (PPI) by Northern Rock. During the first half of 2013 
levels of PPI claims have reduced and, at the present time, no further provision is required.  
 
A further issue we have previously reported is in respect of non compliant Consumer Credit 
Act (CCA) loans. Following the discovery of this issue UKAR's Board commissioned an 
independent external review, by Deloitte, in order to understand what went wrong in 
implementing the updated CCA regulations. Deloitte concluded that the defects in CCA 
regulated loan letters and statements were created in 2008 before UKAR was established 
and were not known by or escalated to senior management, or the Boards of NRAM or 
UKAR, prior to 2012. Deloitte's summary of their report was published on UKAR's website on 
15 July 2013. UKAR’s board has accepted Deloitte’s recommendation to strengthen some 
controls.  
 
In 2012 we provided £271m for remediating non-compliant CCA loans and we have now 
contacted and corrected the accounts of 120,000 customers. During the course of our 
investigations we identified certain accounts sold by Northern Rock prior to nationalisation 
which are subject to the same problem.  Remediation of these accounts has been the 
primary driver of incurring an additional £47m of remediation costs.   
 
We continue to monitor all accounts to ensure the appropriate outcomes for customers. 
Should we find something wrong we will ensure the issues are corrected quickly and affected 
customers are remediated where required. 
 
4. Reduce costs 
 
We have completed the integration of the operations of the two businesses giving us reduced 
costs but increased operational flexibility. In June we completed the transfer of our IT 
infrastructure to a new supplier. The full benefits of this will not be seen until 2014 when the 
old architecture has been decommissioned. Ongoing administrative expenses were 3% lower 
at £104.1m (H1 2012: £107.8m; FY 2012: £207.3m).   
 
We completed the exit from our Gosforth site in Newcastle at the end of June. This closure, 
announced in December 2011, has allowed us to concentrate the operations in our 
remaining two sites in the North East and West Yorkshire which will improve efficiency and 
reduce costs.   
  
5. People  
 
We would like to thank all UKAR colleagues for their commitment in working with our 
customers during this period of transition. During 2013 we have continued to invest in debt 
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management expertise and recruited new colleagues to continue our proactive engagement 
activity with customers.  We are embarking on the third year of the UKAR apprenticeship 
scheme with another 20 apprentices being recruited in September.  Many of our apprentices 
go on to secure full time roles in UKAR.  In addition, we are also continuing our successful 
undergraduate programme and will, for the first time, launch a dedicated scheme for 
graduates this year. 
  
6. Help to Buy Mortgage Guarantee Scheme 
 
In June the Government announced that UKAR will provide administrative support to the 
Mortgage Guarantee Scheme which is to be introduced from January 1, 2014. Work 
continues in planning for this new function which will be operated in a new UKAR subsidiary 
separate from B&B and NRAM. 
 
 
OUTLOOK 
 
There are signs that a modest recovery of the UK economy is emerging, both in the wider 
economy and in the housing and mortgage markets. House prices have increased in the first 
half, when many commentators had expected them to fall and with continued low rates of 
interest, this is good news for homeowners.  
 
We are aware that the finances of many households remain under pressure. Nevertheless, 
we expect to continue to make progress in reducing levels of arrears through our proactive 
engagement with customers. We will continue to make regular repayments to HM Treasury 
to reduce the outstanding loan balances. 
 

 
NOTIFICATION OF CHANGE TO ACCOUNTING YEAR-END 
 
As announced in the 2012 results the Board has decided to change the Group's accounting 
reference date from 31 December to 31 March.  This is in order to align to the year end of 
HM Treasury.  Therefore, the Group's next Annual Report and Accounts will cover the 15 
months to 31 March 2014.  Prior to that, the Board intends to publish a second set of Interim 
Financial Reports for the period to 30 September 2013. 
 
 
ENDS 
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