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LEWIS: Hello.  In today’s programme, small shareholders say they’re 

the real losers in the Northern Rock crisis.  They want the Government to protect 

them.  Bob Howard’s been looking at desperate measures by some homeowners 

facing repossession. 

 

HOWARD: They’re selling below market value and then renting their 

property back.  The question is for how long? 

 

ROWLEY: The property company can remove them from their home.  

There is nothing the courts or anyone else at the moment can do about it. 

 

LEWIS: The City watchdog admits Payment Protection Insurance is 

still being widely mis-sold despite its tough warnings.  And new rules start on 

Monday if you want to give someone else the right to look after your money when 

you no longer can.  

 

But we start, again, with Northern Rock.  Not savers this time - their money is safe - 

but shareholders whose money is anything but.  It’s 10 years on Monday since the 

building society turned itself into Northern Rock Bank.  Nearly a million customers 

were sent 500 shares worth £4.51 each, a total windfall of £2,255.  Many cashed their 

shares in either then or later, and today there are just under 200,000 Northern Rock 

shareholders.  They’ve seen the value of their shares plummet from a high in February 
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of more than £12.50 to less than £1.80 last night.  Then on Wednesday they learned 

the bank would withhold the promised dividend on their shares worth £71.  This has 

all come as a shock and indeed a disappointment to shareholders like Koray Dombaz 

who lives where Northern Rock has its headquarters: in Newcastle. 

 

DOMBAZ: I feel aggrieved to the markets more than anything else, not to 

Northern Rock itself or the management in Northern Rock even though the way they 

invest their money hasn’t been very clever.  There are a lot of other forces at work, I 

think, driving the share prices down and eventually hoping to break up the company, 

and me selling my shares right at this moment is just totally pointless because they’re 

worth very little. 

 

LEWIS: Other shareholders think Northern Rock is part of the 

problem.  Roger Lawson is from the UK Shareholders Association.  He told me the 

bank should have been more open. 

 

LAWSON: The company does have an obligation to issue any price 

sensitive news reasonably promptly and we don’t think they did that.  Clearly there 

were some weeks when a number of people, certainly the Bank of England, knew the 

company was in some difficulties.  The company made no announcements, they 

didn’t issue a profit warning even though there were lots of rumours going round in 

the city, and we’d like to know why not and we haven’t had an answer on that yet. 

 

LEWIS: You think they should have been informing shareholders 

through a statement to the Stock Exchange before the bailout on 14th September? 

 

LAWSON: Yes, absolutely, and then people would have been able to 

trade at a fair price.  I mean the price would probably have fallen, but there wouldn’t 

have been a false market.  The point is that … 

 

LEWIS: No, but if they had … 

 

LAWSON: … there’s been market abuse and a false market in the shares. 
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LEWIS: But if they had made that announcement then, the price would 

just have plummeted a month earlier.  It wouldn’t have helped anyone, would it? 

 

LAWSON: Well not necessarily, but you know people would have had the 

opportunity to get out at a price if they wanted to.  As it was, that announcement that 

they did finally make, that created an instant panic because it was very clear from 

anybody who read that announcement that it was going to cause a panic; and in fact 

the price dropped within a matter of seconds when the market opened after that 

announcement was made. 

 

LEWIS: In brief, what would you like to happen next to help your 

members? 

 

LAWSON: We would like the Government to provide reasonable support 

to the company so that it stabilises its business and has a long-term future, and we 

don’t want the Government or the Bank of England pushing the company into a fire 

sale. 

 

LEWIS: Well we put Roger Lawson’s serious allegations to Northern 

Rock.  No-one would do an interview and after several hours the press office came 

back with this statement: “No comment”.  The final value of Northern Rock shares 

will depend if it can be sold and to whom.  The BBC Business Editor, Robert Peston, 

broke the Northern Rock story a couple of weeks ago.  I asked him what he thought 

the future held for Northern Rock. 

 

PESTON: Well it certainly seems probable that Northern Rock’s days of 

independence are well and truly over.  The investment banks have been appointed 

both by the Treasury and by the company itself to examine the prospects of a sale and 

I am picking up shall we say a degree of difference of approach by the Treasury and 

Northern Rock.  I think the Treasury, the Chancellor, even the Prime Minister would 

quite like this thing resolved as quickly as possible, put into safe hands.  That said, 

Northern Rock, it does believe that it’s still fundamentally a viable business and it 

feels that it ought to be able to conduct the disposal in an orderly way that maximises 

shareholder value.  So I think there is a bit of tension there. 
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LEWIS: So, Robert, what is your expectation?  If we were having this 

conversation in 3 months time, what do you think would have happened to Northern 

Rock? 

 

PESTON: The big choice for the Treasury and ultimately for the 

Northern Rock board, if they’re allowed the luxury of being able to decide these 

things, is whether or not they’ll be able to sell it to another bank where there might be 

some future for the brand and for staff who work for Northern Rock in the branches 

and the processing centres and all that kind of stuff versus another kind of sale, which 

would be to the kind of investors who broadly speaking run a bank down over time.  

There are two ways of looking at a bank: either as a going concern where you’re 

lending money, taking in deposits, growing the business, growing profits - that’s one 

model; but when a bank gets into severe difficulties, there’s a process which is 

broadly speaking called orderly wind-up where broadly what you do is you sort of 

basically … you know you call a halt to lending and you look at what value can be 

realised by simply over time selling the bits off, winding down the loan book and you 

know repaying everybody in an orderly fashion over time.  Both are legitimate 

strategies and the big question over the coming weeks and months to decide is what 

value is there in the brand name and in you know Northern Rock as a business.  But it 

has had a tremendous blow to its reputation over the past few weeks, so I’m afraid 

you know it’ll take two or three weeks more before we can see what kind of a future 

this bank has. 

 

LEWIS: So what hope is there for shareholders? 

 

PESTON: Well it really is an uncertain time.  I mean I’m obviously 

talking to all the major players in this and I have to say there is a general consensus 

that they just don’t really know in the end what kind of value will be realised for 

shareholders.  There is a general hope, an expectation that there will be something 

there for shareholders, but what you have to remember is even before the emergency 

lending was made and even before that great run on the bank, Lloyds TSB estimated 

that the value of the shares was about £2, which was a fraction of their peak.  Now of 

course there’s been quite a lot of damage to the business since then, so you know it’s 
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not at all clear whether the shares in a sale would be worth even £2. 

 

LEWIS: BBC Business Editor Robert Peston. 

 

As mortgage rates rise, some desperate homeowners are turning to companies which 

offer to buy their property for cash, at below market value but then rent it back to 

them.  The idea is that people can at least stay in the home they can no longer afford 

to buy.  But they have no rights to stay there indefinitely and there’s a risk they could 

soon be turned out by the new owner.  Bob Howard’s been investigating. 

 

HOWARD: Paul, if you look in the back pages of many tabloid 

newspapers you’ll see a growing number of ads for these sell and rent back schemes.  

They offer to buy your property in any sort of condition for cash and usually within a 

week.  I’ve been to meet Kappa Dulay who runs one such firm called Properties 

Direct Limited. 

 

DOOLAY: There are basically three of us running the office.  This is Rita, 

who’s my assistant …  (fades under) 

 

HOWARD: I met Mr Dulay in his office above a grocery in Oldbury on 

the outskirts of Birmingham where he works with two assistants.  He says he’s had 

hundreds of calls from people interested in selling their homes to him this year. 

 

DOOLAY: She had a letter on 14th September to confirm what our fee is 

based upon. 

 

HOWARD: The firm’s website says sellers will receive a fair value for 

their home, but it doesn’t lay down what a fair value is.  Mr Dulay told me he 

normally pays sellers between 75% and 85% of the market value.  And if you don’t 

want to leave your property, he offers you the option of renting it back from him once 

you’ve sold.  Most sellers who do this normally sign up for a one year rent back 

agreement.  That can then be renewed annually if both the tenant and Mr Dulay agree.  

I asked him what he thought the appeal of these sorts of schemes were. 
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DOOLAY: From our point of view, obviously because financially we’re 

buying it below market value, it’s a sort of deal for us to be concluded.  From the 

buyer’s point of view, in most cases they’ve got some equity out of it, otherwise the 

house gets taken off them, they’ve got no equity, they’ve got a tarnished record.  It’s a 

win-win situation for them, isn’t it? 

 

HOWARD: Some who’ve decided to sell and rent back feel they haven’t 

had these benefits.  I went to visit the home of a man who entered into an agreement 

with a different sell and rent back company based in another part of the Midlands.  As 

a result, he’s now under threat of eviction.  He doesn’t want me to use his name or 

identify the company he dealt with. 

 

MALE: This is the kitchen where as you can see I’m trying to do 

something with it, but I ain’t at the moment being very successful. 

 

HOWARD: This homeowner’s life was in disarray after he was unable to 

work following an accident and fell behind in his mortgage payments.  At the same 

time, his wife died and he desperately needed money for her funeral arrangements.  

Sell and rent back seemed to offer him a solution. 

 

MALE: I had a circular through the door from these property 

developers offering to buy me house and allowing me to rent it back.  So as a last 

resort, and I couldn’t see no other way out of it, I got in touch with them and asked 

them if they wanted to buy me property and asked if I could rent it back.  They said 

no problem at all, you can rent it back for as long as you like. 

 

HOWARD: He says his house had been valued at £65,000 3 years before, 

but last year he accepted an offer of just £45,000, just over half of what his home’s 

true value then was.  He then signed a one year rental agreement and paid a year’s 

rent upfront.  He insists he was told verbally he could stay in the property as long as 

he wanted, but the firm’s given him 2 months notice to move out. 

 

MALE: As far as I know, I’ve got to be out by the end of November.  

They’re saying that that notice of possession is just normal practice and to take no 
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notice of it, but with the way things have gone in the past how can I ignore it? 

 

HOWARD: Advisers at his local citizen’s advice bureau warned him of the 

possible consequences of entering into this sort of agreement, but once he’d signed it 

there was nothing he or they could do.  Hayley Rowley from Citizen’s Advice is 

hearing similar stories from across the UK.  One seller was so desperate, he accepted 

£40,000 for a property which she estimates to have been worth £165,000.  Others find 

their rents end up being the same as the monthly mortgage repayments they couldn’t 

meet in the first place.  And some sellers expecting to rent for life find themselves 

evicted after just a year. 

 

ROWLEY: Solicitors who act for people who have agreed to these deals 

should be advising the clients of the risks, the insecurity of tenure, the fact that they 

can lose their home quite quickly and there will be no comeback no matter how much 

they’ve given away in equity.  The property company can remove them from their 

home and there is nothing the courts or anyone else at the moment can do about it. 

 

HOWARD: Money Box spoke to Properties Direct Limited, the firm 

featured earlier, and four other similar companies to put these concerns to them.  They 

all said it was their policy to keep properties they bought for the long-term and they 

said tenants who paid their rents promptly were allowed to stay in their homes as long 

as they wished to do so.  But, Paul, most of their tenants in these schemes don’t have 

the legal right to stay there in the long-term, nor any legal assurance that their rents 

won’t rise in the future to a level beyond which they could afford to pay.  Several of 

those I spoke to frankly are worried about the reputation their sector is now gaining 

and they accept the need for some sort of regulation. 

 

LEWIS: Thanks, Bob.  Well one MP with big concerns about sell and 

rent back is John McFall.  He’s Chair of the House of Commons Treasury Select 

Committee and has recently written to the Government.  He told me his concerns. 

 

McFALL: You’re dealing with very distressed people - you know 

they’ve nowhere to go and somebody comes back and says “Oh look, I can rescue 

your property.  All your troubles will be taken away.”  And what I’m saying to the 
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Government in my letter is look, do you want people who have tried to aspire to a 

house of their own finding that they have a long-term problem in the future with 

regard to housing? 

 

LEWIS: And do you think regulation could be imposed because after 

all this isn’t a mortgage, it’s not a loan, it’s simply a cash sale?  You couldn’t regulate 

all cash sales, could you? 

 

McFALL: Firms that engage in this, they’re not registered with the FSA 

since they don’t offer investment services or advice.  But that’s despite the fact, in 

many respects the essence of the transaction and often its aim is not dissimilar from 

home reversion mortgages or other equity release products, the providers of which are 

as of April 2007 regulated by the FSA.  

 

LEWIS: Now at the moment though these companies aren’t doing 

anything illegal, are they? 

 

McFALL: I’m not tarring everyone that’s involved in this scene, but 

what we have to make sure of is that people understand what they’re getting into here 

and there has to be some form of redress. 

 

LEWIS: If people do feel they’ve been misled, if they’ve been assured 

they could stay in their home as a tenant, do they have any redress at all? 

 

McFALL: Well they don’t, as far as I can see, they do not have any 

redress and therefore this is an issue I think for the Government to be alerted to.  

That’s why my letter was sent - for copies to be put to the FSA but also for the OFT.  

In other words, for the different agencies to get their heads together and say can we do 

anything here? 

 

LEWIS: John McFall.  And if you or someone you know has 

difficulties paying a mortgage, get help from your local citizen’s advice bureau or one 

of the national debt counselling charities before you agree to sell and rent back.  

Details on our website or with the BBC Action Line. 
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Now two out of three financial firms are still mis-selling Payment Protection 

Insurance 2 years after the City watchdog put the industry on notice to improve its 

standards.  In its latest report, the Financial Services Authority says it’s extremely 

disappointed that little or no progress has been made in three key areas.  Out of 150 

firms investigated, about 100 were still breaking the rules about selling the product, 

failing to give customers adequate information or issue warnings about its suitability.  

The report brought a strong reaction from the consumer group Which?  It’s warned 

about the dangers of Payment Protection Insurance - PPI - before.  Doug Taylor is 

head of its money campaigns.  He gave me his reaction to the latest FSA report. 

 

TAYLOR: Well it’s talking tough, but we think it could do more.  We’d 

like the FSA to name and shame the companies where it finds wrongdoing.  It has 

imposed fines in some cases, but it could do more; it could impose high fines as well.  

It has the ability to cancel a firm’s permission to sell PPI.  And after three reports, we 

think given the FSA’s acknowledged there is a major risk of significant consumer 

detriment, enough is enough; and if there are companies out there that are mis-selling, 

then consumers have the right to know. 

 

LEWIS: Well although PPI might sound a good idea to keep up your 

loan repayments if you can’t due to illness or unemployment, it’s been beset with 

problems.  Bob Howard’s with me.  Bob, what are the main problems? 

 

HOWARD: Well first, Paul, it’s often sold to the wrong people.  If you’re 

over pension age, you’re self-employed or not in regular work or have existing health 

problems, there’s little point in buying PPI because you won’t be able to claim on it.  

These key exclusions are often not made clear to customers before they sign up and 

there’s a long history of insurers refusing to pay up because for example the customer 

didn’t tell them about a visit to the doctor some years ago, even if that’s irrelevant to 

the claim, and it doesn’t cover you if you lose your job in any other way than 

compulsory redundancy.  Despite these problems, PPI is very expensive.  It can easily 

double the cost of borrowing money and often you have to pay the whole cost upfront 

in one premium.  That’s then added to their loan. 

 



 

10 

HOWARD: Thanks, Bob.  Well the man behind the latest report is the 

FSA’s Retail Director Vernon Everitt. 

 

EVERITT: We are disappointed.  We’ve seen positive progress in two 

areas.  Firms are making it clear that PPI is optional and they’re giving fair refunds 

where people have bought single premium PPI but in effect cashed that in early.  But 

in three other areas, which are very important, we’ve seen a lack of progress.  The 

cost of cover isn’t being made clear.  The cover that’s actually provided what the 

exclusions are isn’t being made clear and all round people aren’t being told why this 

is the right policy for them.  So we are extremely disappointed and that’s why we’re 

absolutely determined to keep clamping down here and use other means like higher 

fines and new rules to bring about the changes consumers deserve. 

 

LEWIS: You say “keep clamping down,” but you haven’t really been 

clamping down, have you?  Two thirds of the firms you investigated, that’s a hundred 

firms, were not selling Payment Protection Insurance properly. 

 

EVERITT: We’ve already fined ten firms for failings in this area.  Four 

others are in the dock now and a further twenty more are facing possible enforcement 

action. 

 

LEWIS: Yes, but just this one piece of research found a hundred more 

who were mis-selling. 

 

EVERITT: What we have done is where we have found firms where the 

systems have not been up to scratch, we have made them get in contact with 

consumers to ensure that the product was actually right for them, so about one and a 

half million consumers have been contacted to check to see whether or not that policy 

was in fact right for them.  So I don’t accept that we haven’t been clamping down.  

We have and we have seen progress, but we’ll be progressively clamping down even 

harder to make sure consumers get the fair deal they deserve. 

 

LEWIS: Will you tell us which firms you were so disappointed with in 

this research? 
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EVERITT: It would be nice if we could do so, but there is a whole legal 

framework which governs what we can and can’t say. 

 

LEWIS: So you would like to tell us, but the law prevents you? 

 

EVERITT: There’s a whole legal framework around what we can and 

can’t say about individual firms, but we can say is once firms have been through the 

enforcement process we make very clear and transparent what has happened, where 

they fell down and what the penalty has been. 

 

LEWIS: Vernon Everitt of the FSA.  And you can have your say on 

Payment Protection Insurance on our website, bbc.co.uk/moneybox.   

 

Who will look after your financial affairs when you no longer can?  From Monday, 

the rules about handing over the power to do that will change in England and Wales.  

At the moment you give these rights to someone else with what’s called an Enduring 

Power of Attorney or EPA.  Existing EPA’s will continue, but if you want to make a 

new arrangement from Monday it’ll be called a Lasting Power of Attorney or LPA.  

The department responsible for these powers is the Office of the Public Guardian and 

Richard Brook, the current Public Guardian, explained to me what changes from 

Monday. 

 

BROOK: The main difference is that the new Lasting Power of Attorney 

has to be registered before use and that means that it gives greater protection for the 

person making it and indeed the person using it.  It also allows you to name who 

you’d like to be notified when it becomes usable, so that they’re actually aware it’s 

operating and if they have any concerns they can talk to the Public Guardian.  And 

then you also have the certification, which is a way of checking that the person knows 

what they are doing and are happy to do it.  And that’s an independent person.  It can 

be a doctor, a solicitor, or it can be someone that’s known you for 2 years and they’ll 

just say “Are you sure you want to do this and do you know what you’re doing?” 

 

LEWIS: So one of the preparations before you make it, of course, is to 
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think who those people might be. 

 

BROOK: Absolutely.  I mean you need to think about your 

circumstances, who you want to give powers to because these powers are significant, 

and also who you want to be notified.  And in the LPA you can also ask for the person 

that has the power, the attorney, to actually be required for instance to give annual 

accounts to another relative if you’re particularly concerned or you want to make sure 

that information is shared.  

 

LEWIS: The new power can also cover more things than the old 

Enduring Power of Attorney, can’t it? 

 

BROOK: Well there’s two types of Lasting Power of Attorney.  There’s 

one that’s covering financial matters and then there’s a new one.  For the first time 

you can actually give a Power of Attorney to someone to control health and social 

care issues like where you live or what type of medical treatment you might prefer 

into the future. 

 

LEWIS: And can you have the same attorneys and the same people 

involved in both of those? 

 

BROOK: Absolutely and in fact in some cases that would make a lot of 

sense.  But other people might not want that, so we’ve separated the process so that 

you can make those two choices. 

 

LEWIS: Why were these changes made?  Was there much abuse of the 

old system? 

 

BROOK: There is a lot of reported abuse in terms of unregistered 

EPA’s.  I mean it’s hard to quantify because they’re not being registered, but clearly 

my office dealt with a significant number of concerns about misuse of Enduring 

Powers of Attorney, so the changes are there to give that greater protection and that 

greater transparency. 
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LEWIS: It’s also more complex though, isn’t it?  You need more 

people, it’s a more complicated and long document to fill in.  It’s a more expensive 

document if you go to a solicitor. 

 

BROOK: It is more expensive in the sense it’s an extra £30 in terms of 

the charge to my office. 

 

LEWIS: Yes, but a lot more for the lawyer if you use a lawyer to make 

it up.  I mean we’ve heard figures of £1,000 compared to a couple of hundred pounds. 

 

BROOK: Yes and I think different solicitors will give you different 

figures and there’s a market out there and no doubt it’ll settle down.  I actually think 

that for many people, they won’t need a solicitor to fill this form in.  It’s actually a 

form that’s designed to take you through it, that’s why it’s longer, particularly if 

you’re making a fairly straightforward LPA.  Perhaps like in my case, I would want to 

make an LPA in favour of my wife, give her full powers, and there wouldn’t be a lot 

of ifs and buts.  It gets more complicated when you have more complicated family 

structures or if you’ve got complicated financial affairs and there you may want to 

take advice.  It may be actually an accountant, it may be a solicitor.  I understand that 

and I think that’s appropriate, but I don’t think it’ll be the case in every case. 

 

LEWIS: Now a lot of people will already have made Enduring Powers 

of Attorney.  It’s important, isn’t it, to make it clear to people that they are valid 

whether they’ve been registered or not as long as they’ve been made before 1st 

October? 

 

BROOK: As long as you’ve filled in the EPA form, you’ve signed it and 

it’s been witnessed before the end of September, it is valid. You can use it while the 

person has capacity without it being registered with us, but when the person loses 

capacity into the future whenever that is - next week, 5 years, 10 years - you’ll need to 

register it.  But it’s totally valid and you don’t need to do anything about it. 

 

LEWIS: The Public Guardian, Richard Brook.  And you can find out 

more from our recent Money Box Live phone-in about these changes - listen again or 
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read a full transcript on our website, bbc.co.uk/moneybox - and remember the law is 

different in Scotland and Northern Ireland. 

 

And, Bob, minimum wage is set to rise on Monday? 

 

HOWARD: That’s right, Paul.  Workers aged 22 and over will get an extra 

17 pence an hour as it increases from £5.35 an hour to £5.52.  18 to 21 year olds will 

get an extra 15 pence an hour when their minimum wage goes up from £4.45 an hour 

to £4.60.  16 to 17 year olds will earn 10 pence more an hour as it increases from 

£3.30 an hour to £3.40. 

 

LEWIS: Thanks, Bob.  And rights at work, including pay and holidays, 

are the topic for this week’s Money Box Live on Monday.  But that’s it for today.  

You can find out more from the BBC Action Line - 0800 044 044 - and of course lots 

of links and information on our website, bbc.co.uk/moneybox.  You can also 

download the programme onto your computer or sign up to get it sent to you as a 

podcast every week for your MP3 player.  You can also have your say on Payment 

Protection Insurance.  On Sunday night, the usual repeat of Money Box is replaced by 

a programme about Radio 4 when you can hear me in a rather strange role.  And I’m 

back next weekend as normal with Money Box.  Today the reporter was Bob Howard, 

the producer Lesley McAlpine and I’m Paul Lewis. 


