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September 2007

N E W S E X T R A

Northern Rock plc and Accountants’ References

When a self-employed person applies for a mortgage, it is standard practice for the lender to ask the applicant’s accountant to complete a reference with financial information, to provide evidence that income is high enough to meet the repayments.  The standard request is for three years’ accounts.  If the business has not been trading for three years or, sometimes, even if it has, the lender may ask the accountant to also make a projection for the current year, or give an opinion on the continuing profitability of the business.


It would plainly be unethical for an accountant to provide such a projection or opinion.  In September 2001, my Institute issued guidance Audit 2/01, Requests for references on clients’ financial status and their ability to service loans, which states at paragraph 5:

“Future income and expenditure is inherently uncertain.  No amount of enquiry can provide accountants with the assurance needed to enable them to confirm that a client will have sufficient income to service a loan or other obligation.  Accountants are, therefore, unable to report in positive terms on future income or future solvency.”


Despite this guidance, many lenders still include such requests on their standard reference; they are used to having them answered by accountants who cannot be aware of this guidance and seem surprised when I refuse to answer.

If the mortgage application is refused because I will not give an opinion, then the client inevitably tends to think (and is usually told by the lender) that I am the one who is being awkward and who is out of step with the rest of the profession, who are willing to give an opinion.  Personally, I fail to see how it can help a lender to have an assurance from an accountant who obviously pays scant attention to professional ethics.


This has annoyed me so much over the years, that I have now made it my standard policy to complain whenever I receive a request for an opinion which would break my Institute’s ethical guidance.


In December 2005, Northern Rock plc sent me an accountant’s certificate to complete with information about a client who had applied for a mortgage.  It included this question:

“In your view is the business financially sound and is the current level of income likely to continue?”


I replied to their mortgage centre on 21 December 2005, refusing to answer this unethical question and simply stating, as recommended in Audit 2/01, that I had no reason to believe that my client would enter into a financial commitment which he would not be able to meet.  I also made a formal complaint about them asking me to do something unethical.


What has followed has been a long period of fruitless correspondence, where they appear to have been trying to ignore me in the hope that I would go away.  

1. On 15 February 2006, I sent a reminder asking why they had not responded to my complaint.

2. On 3 May 2006, I had to send another reminder.

3. On 6 June 2006, I wrote to the Customer Support Team at Northern Rock, enclosing copies of the unanswered letters to their mortgage centre.

4. On 9 June 2006, Cherelyn Hannan of the Customer Support Team acknowledged receipt of my complaint.

5. On 28 June 2006, Lisa Hedley of the Customer Support Team apologised for the delay in replying and said that they were not aware that they had requested something unethical, because accountants had been routinely completing the certificates.  She also apologised if I felt offended, and asked me to accept that my complaint was closed.

6. I replied on 30 June 2006, saying that I did not regard the complaint as closed:

a) Apologising for how I felt was not actually an apology for anything they had done.

b) They had not offered to change their accountant’s certificate.

7. Kevin Hopkiss of Customer Support acknowledged my letter on 7 July 2006.

8. Janice Dixon of Northern Rock rang me on 11 July 2006 and we discussed my complaint for about 10 minutes, but she said that they were not prepared to change the accountant’s certificate.  I therefore requested the final response letter which would acknowledge that I was still unhappy and would allow me to move to the next stage in the complaints procedure.

9. On 12 July 2006, Janice Dixon did write to me, but simply stated that they believed that their stance best reflected the needs of customers, shareholders and business.

10. I replied on 14 July 2006, pointing out that this was not the final response letter which I had requested, neither had they enclosed the Financial Ombudsman Service leaflet, as promised in their own internal complaints procedure.

11. Carol Lister, Section Manager, did then reply on 20 July 2006 with the final response letter and the leaflet, but pointing out that she did not feel that my complaint fell within the jurisdiction of the Financial Ombudsman Service.

12. On 25 July 2006, I e-mailed the Financial Ombudsman Service to ask whether my complaint fell within their jurisdiction.

13. On 26 July 2006, they replied to say that they could only accept a complaint from a customer of the bank, which I was not. 

14. I therefore wrote back to Northern Rock on 1 August 2006, to ask whether they are a member of the Mortgage Code Arbitration Scheme, which would be another avenue for pursuit of my complaint.

15. I sent a reminder on 5 October 2006.

16. I sent another reminder on 27 November 2006.

17. On 4 May 2007, exasperated again at making no progress, I sent copies of those recent letters to Northern Rock’s Head office, requesting a reply.

18. On 19 July 2007, I wrote again to the Head office, promising to publish this article if I did not receive an adequate response.

19. On 25 July 2007, Linda Ross from Northern Rock rang to acknowledge receipt of my letter and request copies of earlier correspondence, which they could not trace.

20. I replied on the same day with copies of the earlier correspondence.

I have heard nothing since, so I leave readers to draw their own conclusions about Northern Rock, whose internal complaints procedure starts with the assurance:

“We are committed to providing a high standard of service to our customers and our Internal Complaints Procedure is designed to resolve problems and difficulties quickly and easily.”


Finally, I wrote this article on 14 September 2007, the day when it emerged that Northern Rock had taken an emergency loan from the Bank of England to see it through a financial crisis.  I have to admit to a feeling of schadenfreude.

Postscript – June 2008


As we now know, Northern Rock’s highly-geared business collapsed when other financial institutes refused to continue lending money because of its investments in risky mortgages. The government then had to mount a rescue package at great expense, using taxpayers’ money. If only Northern Rock had applied the same high ethical standards as I do, then it would not be in such a mess.


Incidentally, I had a similar argument over the form of accountant’s references some years ago with Bradford and Bingley, another financial institution which now has problems.
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