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LEWIS: Hello.  In today’s programme, Northern Rock directors 

resign and the buyers circle.  What does it mean for taxpayers, customers and 

shareholders?  Thousands of families learn they’ll get back just 25 pence for every 

pound they lost moving their money to Bangladesh.  Bob Howard’s been looking at 

other people’s credit cards on the Internet. 

 

HOWARD: How can the public raise the alarm if they see a dodgy 

website?  The answer is not very easily. 

 

HEWITT: It was deeply frustrating and I don’t think it was of interest 

to any of the organisations I spoke to. 

 

LEWIS: And the Post Office opens a Christmas club, but it pays no 

interest. 

 

First, Northern Rock.  Chief Executive Adam Applegarth resigned last night just 

nine 

weeks after he went cap in hand to the Bank of England to bail out his troubled bank.  

Four of his non-executive directors resigned too.  So far, he’s had to borrow £24 

billion; the share price has plummeted from more than £12.50 in February to just 

£1.32 last night; savers have taken out more than £10 billion and the mortgage 

business has collapsed.  Despite this, Adam Applegarth is staying on until the bank 



 

2 

is sold.  Bids are already in, as the BBC’s Business Editor Robert Peston told me a 

short time ago. 

 

PESTON: There have been about ten expressions of interest, but there 

are two that stand out according to those involved in scrutinising these bids and 

partial bids.  The two that stand out are from a US private equity firm JC Flowers 

and then a consortium led by Sir Richard Branson’s Virgin.  The two advantages that 

these offers or sort of preliminary offers have are that they are proposing to buy all of 

Northern Rock.  They’ve got management teams in place to take over the running of 

the business and they’re also suggesting or they’re proposing quite big injections of 

cash into the business.  In Virgin’s case, from its consortium, it’s raised something 

of the order of £1 billion of cash to inject into the business. 

 

LEWIS: Given that this important decision is on the brink of being 

made, why did we see the resignations on Friday night? 

 

PESTON: Well Bryan Sanderson came in as Chairman last month and 

he took the view that it was simply impossible for the existing management and board 

of the bank to continue in place for terribly long.  I mean you know there was a 

strategic error by this bank of a monumental nature.  Four non-executives went 

yesterday.  It was always, in Bryan Sanderson’s view, that Adam Applegarth, the 

Chief Executive, would have to go at some point.  He wanted Adam Applegarth 

there long enough to provide a bit of stability in terms of operating management.  

Somebody had to carry the can for the strategic error.  Funnily enough, I think that 

the argument that went on actually in the last day or so with Adam Applegarth was 

not whether or not he should go.  I think it’s been clear within the Northern Rock 

that he would have to go at some point you know for some time now.  I think the 

argument was that they didn’t want him to go until the future of Northern Rock had 

been you know a bit more clearly sorted out, so in fact I think the key thing was to 

persuade him to stay on till January, which is what he’s doing. 

 

LEWIS: So who is left at Northern Rock to decide on these bids? 

 

PESTON: Well broadly speaking it’ll be the Chairman, Bryan 
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Sanderson.  He recruited a couple of new non-executives, both of them with pretty 

good track records.  But just to be clear here, Paul, this is not in the end a decision 

that Northern Rock can make on its own.  They can make no decisions until the 

Chancellor makes a very big decision.  In the end, the future of Northern Rock will 

be decided by the Treasury and by Alistair Darling.  Now only a few weeks ago, the 

Treasury was saying that at the moment that a deal was done, it wanted all its money 

back.  Now that is simply impossible.  All the bidders say that they need financial 

support from the Government to be continued not just for a few months but actually 

for a few years, probably 2 or 3 years.  Now that’s you know an extraordinary thing. 

 

LEWIS: Although you say he’ll be involved in this, he doesn’t 

decide.  It is the shareholders that decide, so a proposal has to be agreed that will get 

a big majority of shareholders agreeing to it and they’re not likely to do that if they’re 

going to get nothing. 

 

PESTON: Well here, as you say, is another one of these really terrible 

dilemmas for the Treasury.  You know there are a number of commentators who are 

saying that actually given that this business is depending on government support, 

actually he ought to be - this is Alistair Darling - ought to be ruthless and simply take 

the view that the equity is worthless and put it into administration and then take 

control and then buy in a sense the business out of administration and you  know 

protect depositors but, as I say, wipe out shareholders.  But the other risk that he 

takes is that it’s absolutely conceivable that he could back one of these bids from one 

of these firms and the shareholders at an AGM could then decide to vote it down 

because they might take the view that actually the proposal on the table you know 

wasn’t as generous as they think the business is worth.  We are living through still 

(in the case of this extraordinary saga) very, very uncertain times. 

 

LEWIS: Robert Peston who broke the Northern Rock story in 

September.  Doug Henderson is the MP for Newcastle Upon Tyne North where 

Northern Rock headquarters are located.  I asked him what he hoped the Chancellor 

would insist on. 

HENDERSON: Well I hope that he’ll make sure that there is a good deal for 

the company which secures its future and that the Government borrowing is repaid in 



 

4 

an appropriate period.  The company has a strong mortgage book, so I think that 

should be possible.  And I hope he lays down conditions about the sale and the 

future of the workforce is a key point, as far as I’m concerned.  Over 4,000 jobs in 

my constituency and a major contribution to the economy of the North East and I 

think it should be part of government regional policy to make sure that any potential 

bidder honours a commitment to the North East. 

 

LEWIS: So what do you hope for your constituents? 

 

HENDERSON: Well I hope that the business will be kept more or less as an 

entity.  There will be some changes.  I hope that most of the workforce will be 

retained and I hope that it gives itself a new brand, which allows it to attract new 

business and to be a successful company in the future. 

 

LEWIS: Doug Henderson MP.  So what will the sale mean for 

Northern Rock customers?  With me is Ray Boulger, Technical Director at mortgage 

brokers John Charcol.  Ray, a sale of Northern Rock now seems fairly inevitable.  

When it is bought, will the new owners have to honour existing mortgage deals? 

 

BOULGER: Absolutely they will.  If the company was to go into 

administration, then terms could be varied; but if it’s bought as a single entity, yes the 

new company will have to honour those.  

 

LEWIS: But people who have for example fixed rates, trackers, 

capped rates, they’ll have to stay the same until they finish, but of course after that 

they might be tied in for another couple of years and then they’d be liable to whatever 

the new company decides should be their standard variable rate of mortgage. 

 

BOULGER: Yeah, Northern Rock hasn’t offered any deals like that for 

some time, but they did used to do that and at one stage they had some nasty 2 year 

deals where at some stage rates were as low as 2% and people were locked in for 4 

years afterwards.  So if Northern Rock chose to increase their standard variable rate, 

they would be hit.  
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LEWIS: Do you think Northern Rock does have a future as a 

mortgage bank?  It’s lost a lot of business recently, hasn’t it? 

 

BOULGER: It has.  And of course that’s planned because if you’ve got 

a funding problem, a natural way to partly deal with that is to wind down the amount 

of new business you’re writing and to be less aggressive at retaining existing 

business.  And that I’m sure will be the plan going forward for the next couple of 

years from whoever buys it. 

 

LEWIS: And Robert Peston mentioned this dilemma that the 

Chancellor and the shareholders have that the better deal for the Government is the 

worst deal for the shareholders.  That’s something that will have to be resolved, 

particularly in Doug Henderson’s constituency where a lot of workers actually have 

shares. 

 

BOULGER: That’s right and I think the Government has a difficult 

dilemma here because Newcastle is a Labour area.  I believe there’s a couple of 

marginal constituencies there and a lot of Northern Rock shareholders will actually be 

local in that area and we’ve seen in the past that Government takes those factors into 

account in making decisions.  I think it’s also worth mentioning that, according to 

the Financial Times, Olivant has also put in a bid, so it looks like there’s two firm 

bids in and some more possibly to come. 

 

LEWIS: Yes, so politics as well as business will come into it.  And 

finally, Ray, away from Northern Rock Standard Life took a very unusual step of 

raising mortgage rates even though the Bank of England has indicated base rate is 

going to come down if anything. 

 

 

 

BOULGER: I don’t think that was at all surprising.  I think it was on 

this programme a couple of months ago, I said I thought this might happen.  The 

problem for banks and building societies is that the cost of their funding in the 

wholesale markets has shot up over the last few months because of the credit crunch 
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and as the money (which generally they borrow on a 3 month term) rolls over, they 

have to pay more for it.  So they will now be paying significantly more on average 

for their funds and one way they can recoup the cost of that for existing customers is 

to put up their standard variable rate.  So I think we may see some more follow, 

although I suspect most lenders will wait for a bank rate cut and then just not pass it 

all on. 

 

LEWIS: So we won’t see a lot of them following Standard Life until 

the bank rate is cut? 

 

BOULGER: I think now the Bank of England has confirmed that we’re 

likely to see a bank rate cut fairly soon, most will probably prefer that route. 

 

LEWIS: Ray Boulger from John Charcol, thanks very much. 

 

Bangladeshi people in Britain who lost cash intended for their families back home 

when the money transfer business First Solution collapsed have heard they’ll now get 

just 25 pence for every pound they’ve lost.  The deal was announced late on Friday 

by the Official Receiver Paul Titherington.  He’s been negotiating for months with 

the former directors and the agents who want to buy the company.  Now he says he 

has a deal to recover about a quarter of the £1.7 million thought to have been lost by 

2,000 people.  I asked him where that money is going to come from. 

 

TITHERINGTON: The total at the moment is £445,000.  £300,000 of that is 

from the directors of First Solution, the original directors, and that will be a voluntary 

contribution over 2 years and that will enable them to get that money together.  And 

there will then be £30,000 from the sale of some of the assets to the new company and 

£115,000, a voluntary contribution from the new company.  Both the ex-directors 

and the new company have said that they wish to contribute voluntarily a greater sum 

than that.  With regard to the directors, they have talked of up to another £200,000, 

but they would not guarantee that, and the new company has said it wishes to 

contribute from future capital injection and profits.  In addition, there are other 

potential assets of the company which a liquidator, if appointed following the winding 

up order, will seek to realise. 
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LEWIS: There’s still more than £1 million missing.  That’s the 

curious thing, isn’t it? 

 

TITHERINGTON: Well my job at this stage, Paul, was to secure the assets, to 

protect the assets.  If a winding up order is made come next week, then I will 

continue to investigate and one of my duties then will be to establish the cause of 

failure. 

 

LEWIS: So this £300,000 payment you’ve secured from the 

ex-directors is in no way a quid pro quo that they won’t be pursued and they won’t be 

prosecuted? 

 

TITHERINGTON: It most definitely isn’t. 

 

LEWIS: Official Receiver Paul Titherington.  But the reaction of 

First Solution customers was anger that they’ll not get all their money back and 

they’ll have to wait 2 years for some of what they will get.  Their relatives in 

Bangladesh are suffering great hardship after money they were counting on for 

anything from weddings to urgent medical treatment simply failed to arrive.  Azmel 

Hussein leads the group which is trying to help the victims. 

 

HUSSEIN: This is like a joke for us.  £1.9 million you take from 

people to send to Bangladesh.  Now you are offering £450,000 and you should be 

pleased.  What is this?  They have to consult with us.  We don’t want he sell the 

company First Solution.  We want our full money.  We don’t want 25% and we’ll 

fight for it. 

 

LEWIS: The company will probably be formerly wound up at a 

hearing at the High Court next week.  The liquidator will then work with the 

company’s investigation branch to find out what’s happened to the money and 

whether there should be prosecutions. The directors have always denied any 

wrongdoing. I spoke earlier to the former Managing Director of First Solution, Gulan 

Rabbani Rumi, who told me that the company had grown rapidly and not managed 
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that growth well.  He also said that delays by agents in banking and transferring the 

money had meant large losses due to currency fluctuations.  After he explained what 

had happened, I put to him directly the allegation made by many of the people who 

lost £1.7 million that he and his fellow directors had taken their money. 

 

RABBANI RUMI: Absolutely not. 

 

LEWIS: And have you used this money for your own business, 

which is another allegation I’ve heard? 

 

RABBANI RUMI: Absolutely not.  And I’m repeating these are all false 

allegations and these are all false.  And, as you probably are aware, there is an 

investigation going on. 

 

LEWIS: But what do you say to the poor hardworking country men 

and women of yours who have lost money that they have spent hours and hours 

working for, which somehow has gone missing between here and Bangladesh because 

of this business failure? 

 

RABBANI RUMI: We have voluntarily made agreement, which is 

contractually bound with the Official Receiver, to pay £300,000.  Plus we have also 

said to the Official Receiver that we are further placing another £200,000. 

 

LEWIS: Why aren’t you making sure that all this money is available 

now, the £1.7 million that these customers of yours have lost? 

 

RABBANI RUMI: Well we don’t have the money.  If we had the money, we 

would have paid long time ago.  We are basically stripping off our personal assets to 

pay these people over a period of time. 

 

LEWIS: Right and that’s as much as you can afford? 

 

RABBANI RUMI: At the moment, this is how much we could afford.  
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LEWIS: What’s your estimate of the total repayment?  How much 

in the pound do you think the people who’ve lost this money will eventually get? 

 

RABBANI RUMI: I am very hopeful that over a period of time everyone will 

be paid off pound to pound. 

 

LEWIS: And you believe that what you called your “moral, religious 

and social duty” will eventually be fulfilled to these people? 

 

RABANI RUMI: Yes, of course, and we have maintained this position from 

day one. 

 

LEWIS: Former First Solution Managing Director Gulan Rabbani 

Rumi.  More I’m sure on that story as it unfolds. 

 

Fraudulent use of credit cards to buy goods and services over the Internet is a growing 

problem. These frauds where the card itself is not present amounted to £137 million in 

the UK for the first 6 months of this year alone.  Card details are often advertised 

and sold by criminals over the Internet too, but when these sites appear there’s no 

central system in the UK where members of the public can alert the authorities and 

get them removed, as one Money Box listener found this week, and Bob Howard’s 

been investigating. 

 

HOWARD: Paul, Money Box listener Tim Hewitt was doing an Internet 

search this week, trying to find some details about the man who owns the house he 

lives in.  When he put the name into Google, he got a lot more than he bargained for: 

the full card details of his landlord and hundreds of other British credit card holders - 

in fact everything a determined card fraudster would need. 

 

HEWITT: I sort of sat there feeling rather stunned.  It took a little bit 

of time to realise that I’d just probably come across some major forum - pages and 

pages of credit card details.  This is Visa card, Switch card, Mastercard.  For each 

entry, there’s the name of the card, the card owner, the name of the person, the card 

number, start date, end date, security code and full address with postcode.  This goes 



 

10 

on for … Well in this case it’s about 12 pages worth. 

 

HOWARD: Tim wanted to get the site closed down immediately, but it 

quickly became apparent this would be difficult.  Tim started by emailing Visa and 

leaving phone messages for Mastercard, but got no immediate response.  So next he 

emailed APACS, which represents the UK card companies.  While he waited for a 

reply, he tried the police. 

 

HEWITT: I called Crime Stoppers because I thought well maybe I’m 

trying to stop a crime here.  The guy there suggested I take a printout of the site to 

the police station.  That didn’t thrill me.  It would be absurd to drop it off at the 

police station.  They’ve got a lot of other things to do. 

 

HOWARD: The credit card body APACS then got back to him.  It 

advised him to contact the Serious Organised Crime Agency or SOCA.  But SOCA 

doesn’t deal directly with members of the public.  At this point, in desperation, Tim 

contacted Money Box. 

 

HEWITT: It just seemed to me that two things had to happen - either 

that credit card companies had to notify these people immediately; but I also wanted 

the site to be taken down or someone to take responsibility for the Internet site, not to 

host a site with this information on it.  It was deeply frustrating.  I don’t think it 

was of interest to any of the organisations I spoke to. 

 

HOWARD: After Tim contacted Money Box, we quickly established 

that the card details on the site were genuine.  When we called APACS, they 

contacted Google and within twenty-four hours the site was taken down.  Further 

research reassuringly showed us that the cards we investigated had already been 

blocked by the card companies.  So why couldn’t APACS have acted as quickly 

when Tim made contact?  Well Sandra Quinn from APACS told us her organisation 

isn’t set up to routinely deal with these sorts of alerts from ordinary members of the 

public. 

 

QUINN: It is a concern that your listener had no obvious place to go. 
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This falls between a number of different hurdles.  Our concern is that we don’t want 

to be duplicating what other agencies are doing.  These are generally police matters 

for them to investigate. They are not financial services issues per se. 

 

HOWARD: So which branch of the police could Tim have gone to?  

One is the City of London’s Economic Crime Squad.  Detective Superintendent 

David Clark is its Deputy Head. 

 

CLARK: It’s commendable in a way that the person’s been so 

persistent in trying to get it reported.  I think a lot of people give up.  Unfortunately 

it ends up that you can get passed from pillar to post, which is a bad situation.  There 

isn’t a single point of contact for reporting on frauds.  The case where we’ve got on 

this particular one where it sounds like the cards are possibly compromised or there’s 

details of UK citizens, then yeah it should be going to the police. 

 

HOWARD: DS Clark told me Tim could also have spoken to the Met 

and it wouldn’t have been wasting his time to have contacted his local police station 

in Surrey.  The problem is there are no designated police phone numbers or emails, 

which allow you to specifically report these sorts of criminal sites.  But change may 

be on the way.  The Government’s spending £28 million tackling fraud, some of 

which will go on a new National Fraud Reporting Centre, although that won’t be open 

for another 2 years.  Still Detective Superintendent Clark, one of the senior police 

officers responsible for setting it up, explained what he hoped it would offer. 

 

CLARK: It’s going to be a hub where people can get reports in.  

We’re looking at the options where people can phone up during daytime hours or 

make reports online and at that one stop shop you’re referred to the appropriate 

agency.  And there may be many agencies, as this gentleman’s found.  We’re not 

going to investigate every report, but we can build up a pattern and we can identify 

offending, and we take steps then to prosecute those people. 

 

HOWARD: But Andrew Goodwill, an expert in the prevention of credit 

card fraud, is still sceptical about how card fraud will in future be tackled.  He says 

it’s one thing to set up a reporting mechanism, but the reports have to be acted on. 
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GOODWILL: It’s lip service to be seen to be doing something about it.  

At the end of the day fraud in this country is only investigated when it gets over a 

certain level.  The rest of it’s just allowed to happen.  We need some kind of an 

Internet tsar or some kind of a credit card fraud tsar that looks after all these particular 

aspects and who is responsible then to Parliament for it. 

 

HOWARD: Others agree.  Last month an all party parliamentary group 

called for the creation of a tsar to tackle identity theft, often connected to this sort of 

fraud.  But in the meantime, Paul, people like Tim Hewitt look like facing 

continuing frustration when they try to do the right thing. 

 

LEWIS: Thanks, Bob.  And you can have your say on this whole 

topic of credit card fraud on our website, bbc.co.uk/moneybox. 

 

You may only just have started worrying about this Christmas - I certainly have - but 

the Post Office is already planning for Christmas 2008.  It announced this week that 

it’s joining the Christmas savings movement.  A new Christmas club will open in 

January, allowing members to save up to £1,000 which they can spend from 

November next year.  But the new account has come under fire already for not 

paying any interest.  Well with me is Gary Hockey-Morley, the Post Office’s 

Director of Marketing.  Gary, just what are you offering these savers if not interest? 

 

HOCKEY-MORLEY: What we offer savers is the chance from 2nd January next 

year to start saving for the following Christmas.  People can put aside as little as £5 a 

week or maybe more, depending on their budget, and where it goes is somewhere 

very safe for them. 

LEWIS: It’s certainly safe, I accept that, but why are you paying 

them no interest? 

 

HOCKEY-MORLEY: We think the average family will save around about £300 

between January and November, and the amount of interest you might get if you put it 

in a high street account for 10 months isn’t very much, so we think we can do 

something better for those families.  So in exchange for putting the money aside 
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each week, at the end of November or rather at the beginning of November next year, 

those families will get at least £100 in vouchers they can use to spend in places like 

Sainsbury’s or Argos or Woolworth’s or WH Smiths.  We think that way we can 

help the savers money go that much further than if they got interest from a high street 

bank. 

 

LEWIS: Well you’re actually giving them £100 worth of vouchers 

whatever they save in this account? 

 

HOCKEY-MORLEY: Absolutely right. 

 

LEWIS: So if you just save a fiver, that’s a real bargain. 

 

HOCKEY-MORLEY: You obviously have to have money to want to use those 

vouchers at the end.  But for the average family to put £300 aside for next 

Christmas, we think that £100 worth of vouchers will help them go much further. 

 

LEWIS: I see, so it’ll be a sort of bonus.  When they spend that 

£300, they’ll get a bit more from the companies they spend it with that you’ve done a 

deal with? 

 

HOCKEY-MORLEY: Absolutely right.  Some 200 retailers, so we think there’ll 

be a good competition to make sure that those savers get great deals from Sainsbury’s 

and Smiths and Argos and people like that. 

 

 

 

LEWIS: Right.  You do though pay 6% on your Instant Access 

account, don’t you, and when money has to be left in - because  I understand they 

can’t take this money out until 1st November, so it’s like a fixed rate loan to you in a 

way - normally you would get a higher rate of interest, wouldn’t you? 

 

HOCKEY-MORLEY: We think the thing that people might compare it against is 

regular savings accounts that you can get from the high street.  But actually if you 
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look at those there’s often very many catches, so for example you might have to put 

aside £50 a month on a direct debit.  The sort of families we’re looking to help may 

not have £50 every month and certainly won’t want to make that commitment.  So 

we think by giving them the flexibility of perhaps putting £5 a month aside or perhaps 

a bit more and then saving up the £300, maybe a bit more, at the end of that period 

they get the vouchers.  And we think for some families the vouchers plus their 

savings plus the security of knowing the money’s safe will be a better deal. 

 

LEWIS: And I know you’re not making announcements on all the 

partners you’ve got, all the retail partners till early next year, but you’re saying to me, 

you’re guaranteeing if you save £300 you’ll get at least £100 worth of vouchers on 

top of that? 

 

HOCKEY-MORLEY: That’s absolutely right. 

 

LEWIS: To use this club though, you’ll have to go to a nearby Post 

Office, won’t you, and we know that 2,500 are going to be closed, so some people 

could open an account in January, then come November they could discover the local 

Post Office has disappeared. 

 

HOCKEY-MORLEY: There’ll still be, as you know, some 12,000 Post Offices by 

the end of next year.  But they’ll also be able to spend the money in about 25,000 

retailers across the country, so we think we can reassure people they’ll be able to get 

good value for money. 

 

LEWIS: Gary Hockey-Morley of the Post Office, thanks. 

And, Bob, Littlewood’s have made a u-turn over their discount vouchers. 

 

HOWARD: That’s right, Paul.  Littlewood’s have been pursuing 

Internet shoppers who it said had “abused” their scheme.  The £25 off voucher was 

sent to a few specific customers, but many more gained access to it via online chat 

rooms.  Littlewood’s was demanding a refund from those who it said the discount 

was not meant for.  It said it was relenting out of goodwill. 
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LEWIS: Thanks very much for that, Bob. 

 

That’s it for today.  You can find out more from the BBC Action Line - 0800 044 

044 - and of course our website, bbc.co.uk/moneybox, where you can now of course 

download the podcast and listen on your computer or sign up and we’ll send it to you 

every week for your MP3 player and of course, as some of you are, have your say on 

those credit card fraud problems.  Vincent Duggleby’s here on Monday with Money 

Box Live, this week taking your questions on insurance.  I’m back next weekend 

with Money Box.  Today the reporter was Bob Howard, the producer Lesley 

McAlpine, and I’m Paul Lewis. 


