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Northern Rock (Asset Management) plc - Preliminary Results 2012 
 
 
Northern Rock (Asset Management) plc (NRAM) today publishes its preliminary results for 
the financial year ending 31 December 2012. The Preliminary Financial Report for NRAM is 
available to view in the Company Information section of the NRAM website: www.nram.co.uk  
 
NRAM is a subsidiary of UK Asset Resolution Ltd (UKAR), the holding company established 
in 2010 to facilitate the orderly management of the closed mortgage books of both NRAM 
and Bradford & Bingley plc (B&B). 
 
The preliminary results announcement for UKAR is included below, and a consolidated 
UKAR version of the preliminary report, containing information on NRAM and B&B, is 
available to view today on the UKAR website: www.ukar.co.uk. 
 
 
 

UK ASSET RESOLUTION LIMITED 
RESULTS ANNOUNCEMENT  

 
 

UKAR PAID £4.0 BILLION TO TAXPAYERS IN 2012 
 
UK Asset Resolution Limited ('UKAR') which incorporates Bradford & Bingley plc ('B&B') and 
Northern Rock (Asset Management) plc ('NRAM') today issues its full year results for the 
year ended 31 December 2012.  UKAR's mission is to maximise value for the taxpayer and 
our objectives in integrating the two businesses are to reduce costs by combining business 
infrastructure and developing best practice in customer service and debt management. 
 
Key highlights 
 

 Payments of £4.0bn (2011: £2.8bn) made to taxpayers including £3.1bn (2011: 
£2.15bn) loan repayments. 

 

 Mortgage accounts three or more months in arrears, including possessions, have 
reduced by 23% to 25,581 (2011: 33,216). 

 

 Underlying profit before tax improved by 25% before increased interest payments to 
HM Treasury.  

 

 Completed past business review of PPI refunding £159m to customers and 
remediating defects in CCA documentation costing £271m.  

 
 
 

http://www.nram.co.uk/
http://www.ukar.co.uk/


Richard Pym, UKAR Chairman, commented: 
 
"In 2012, we completed the process of integrating B&B and NRAM, paid £4bn to the taxpayer 
and reduced three month mortgage arrears by an impressive 23%.  When we launched 
UKAR in October 2010 we owed HM Treasury £48.7bn and by the end of 2012 that had 
reduced to £43.4bn.  We still have a long way to go, but it remains our expectation and 
determination to repay that debt in full.” 
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SUMMARY FINANCIAL INFORMATION 
 
Underlying profit before tax increased from £1,089.1m in 2011 to £1,096.9m in 2012. The 
profit would have been higher but for the increase in the rates paid on our Government loans 
to more commercial market based rates.  This was made possible as the businesses 
became stronger and more stable. The year on year impact of the interest rate rises was a 
£260m reduction in underlying profits and excluding this impact underlying profits were up 
25%. Over time, as mortgage balances are repaid, interest income will reduce and profits will 
be lower in future years. 
 
We achieved a 23% reduction in three month mortgage arrears compared to a 2% fall across 
all other members of the CML.  Correspondingly, impairment charges on loans reduced by 
£149m. Impairment of Treasury assets also reduced by £89m and costs were reduced by 
£13m as we continued the integration of B&B and NRAM.   
 
Statutory profit before tax was £690.5m compared to £1,375.1m in 2011. Statutory profit in 
2011 reflected the profit earned by UKAR by taking advantage of the opportunity to buy back 
its own debt securities.  Limited opportunities were available to buy back debt in 2012 and 
this, combined with provisions set aside for customer compensation, led to a fall in statutory 
profit. The provisions for the cost of dealing with operational and regulatory failings which 
originated prior to the formation of UKAR were £130m for payment protection insurance 
('PPI') claims, adding to £238m in previous years, and £271m to cover the cost of omissions 
of information from statements and documentation provided to customers with loans 
regulated under the Consumer Credit Act ('CCA').  
 
 
PERFORMANCE ON UKAR STRATEGIC PRIORITIES 
 
1. Optimise the Balance Sheet 
 
Since formation in October 2010, UKAR has repaid £5.2bn of Government funding, including 
£3.1bn in 2012. An additional £0.5bn of liabilities have been bought back this year generating 
profit of £143.5m and £4.7bn of other funding repaid on maturity. These repayments have 
been funded largely from an 8.5% reduction in lending balances (£6.6bn) reflecting £4.6bn of 
secured residential redemptions, £0.2bn of unsecured redemptions, £0.1bn of commercial 
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redemptions and £1.0bn of ongoing repayments. We also sold £465m of residential 
mortgages at full value to Virgin Money.  As at 31 December 2012 lending balances stand at 
£68.7bn (2011: £75.3bn). In total, the Balance Sheet has reduced from £110.9bn at the end 
of 2010 to £86.9bn in 2012. 
 
HM Treasury has the right to vary the interest rates on the B&B Working Capital Facility 
('WCF') and the NRAM Government Loan and increased the rate payable on the NRAM 
Government loan to Bank Base Rate ('BBR') +1.00% from BBR +0.25% with effect from 4 
May 2012. The decision to increase the rate reflects the strengthening of NRAM's liquidity 
and capital positions since nationalisation which are now more able to withstand the 
increased rate. The 0.75% higher rate increased interest payable from NRAM to HM 
Treasury by £95m in 2012.  Similarly, the interest rate on the B&B WCF was increased on 1 
August 2011 to BBR +5.00% from BBR +1.50% to reflect the strengthened position and 
improved risk profile of the business. As a result B&B paid £165m more in interest to HM 
Treasury in 2012 than 2011. 
   
Medium term targets on value creation and loan repayments were agreed with the 
shareholder in 2011 and in the first two years, covering 2011 and 2012, the target was 
exceeded. 
 
2. Debt Management 
 
Absolute arrears levels for both B&B and NRAM are lower than the 2011 year end as a direct 
consequence of proactive arrears management coupled with the continued low interest rate 
environment.  
 
The total number of mortgage cases 3 or more months in arrears, including those in 
possession, reduced by 23% year on year to 25,581 cases as at 31 December 2012 (2011: 
33,216). The total value of arrears owed by customers has reduced year on year by £48.1m 
to £185.8m at 31 December 2012. 
 
During 2012, we have continued to invest in improving technology and processes in the 
UKAR debt management functions.  Pleasingly, over 150 colleagues have agreed to transfer 
to our offices at Doxford in Sunderland or Crossflatts in West Yorkshire from our Gosforth 
site that will be closing this year.  This is good for both UKAR and our customers as we have 
retained good people with a great deal of knowledge.  
 
Support for customers experiencing payment difficulties 
 
In total, UKAR has almost 615,000 customers (2011: 702,000), with 587,000 mortgage 
accounts (2011: 638,000) and 228,000 unsecured personal loan accounts (2011: 278,000). 
The majority of these loans continue to perform well with over 90% of mortgage customers 
up to date with their mortgage payments but 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 
year, 48,000 arrangements were successfully completed and approximately 4,000 account 
modifications were made in the year (2011: 7,350) to assist customers with their repayments 
and continue their existing mortgage.  In addition, we have continued our proactive arrears 
management by contacting customers early if we believe they could fall into financial 
difficulty.  A particular area of focus is to ensure that customers have plans to repay their 
mortgage at the end of their term if they have an 'interest only' product. 
 
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. We are encouraged that, as a result of our various 
initiatives, the number of UKAR customers referred to debt advice agencies has more than 
doubled this year. 
 
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. The number of properties taken into possession reduced 
from 8,848 in 2011 to 7,326 in 2012. 
 
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.  
 
Since the creation of UKAR we have been remediating a series of errors of process and 
procedure inherited from the legacy NRAM and B&B businesses. The most significant of 
which was the mis-selling of Payment Protection Insurance by Northern Rock which has 
cumulatively cost c. £360m in payments and provisions to date. The proactive customer 
contact programme for all unsecured loan PPI sales made by NRAM from 2005 onwards is 
nearing completion. Around 150,000 customers who were sold PPI during this period have 
been contacted and, where appropriate, compensation offered. We have also had to address 
around 40 other remediation issues in respect of the old Northern Rock mortgage book which 
in some cases has required financial redress for customers. 
 
Most recently, following UKAR taking full control of the NRAM mortgage book when the 
systems transferred from Northern Rock in 2012, a number of shortcomings in the 
documentation and statements that NRAM sent to its Consumer Credit Act ("CCA") regulated 
loan customers (i.e. those where the original loan amount was under £25,000) were 
identified.  The CCA regulation is prescriptive and detailed and the consequences of not 
complying precisely are that interest charged on the loans for the period of non-compliance 
must be repaid.  Notwithstanding that no customer has suffered any financial detriment as a 
consequence of these regulatory omissions, we are in the process of correcting this by 
adjusting customers' outstanding balances.  To date £159m has been remediated and in total 
this exercise will cost NRAM approximately £271m.  Whilst this is unwelcome from a 
taxpayer viewpoint, we have had to do the right thing in terms of the regulation and our 
customers.  If this cost were included as part of underlying profit, UKAR would still have 
achieved the target level for financial performance agreed at the start of the year with the 
UKFI Board. 
 
3. Reduce Costs 
 
We have continued to integrate the operations of the two businesses giving us reduced costs 
and operational flexibility.  Ongoing administrative expenses reduced to £207.3m (2011: 
£220.6m).   
 
The process of transferring our IT infrastructure to a new outsource provider continues and 
combined with the integration programme will deliver very substantial annual cost savings of 
over £50m.  
 
We have previously announced our intention to withdraw from our Gosforth site in Newcastle 
and are on schedule to complete this by mid-2013. This will allow us to concentrate on the 
integration of the two businesses in our remaining two sites in the North East and West 



Yorkshire to improve efficiency and reduce costs.  The premises in Gosforth and two other 
non-core properties were sold in 2012.   
 
4. Colleagues and Community 
 
Since 2010, we have introduced an Apprenticeship Scheme and currently have 17 
apprentices within the business. We intend to recruit another 20 apprentices during 2013.  In 
2012, we launched our first Undergraduate Placement Scheme and we have 4 
undergraduates currently working across the business. We also support colleagues who 
participate in activities to raise funds for a number of charities in the communities close to our 
offices. 
 
OUTLOOK 
 
Last year, with the sovereign debt crisis in the Eurozone threatening to derail the global 
economy, we were cautious about the outlook for the UK. However, the outlook is now 
somewhat more positive than a year ago although the recovery remains weak by historic 
standards and pressure on many households' finances remains acute.  Against this 
background we expect to make further progress in 2013 in reducing the Balance Sheet and 
repaying more of the Government loans. 
 

 
NOTIFICATION OF CHANGE TO ACCOUNTING YEAR-END 
 
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 Interim Financial Reports for the periods to 30 June 2013 and 
30 September 2013. 
 
 
ENDS 
 
 
 
 
 


