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1. Executive Summary 

I am asked regularly whether I think that the Appeals Process is having an impact 
and if so how. This third Annual Report will set out where we are and the wide range 
of impacts it is having, but to me the impact of the Appeals Process was set out 
clearly by a Relationship Manager of one of the banks at a meeting I had with them 
and a Scottish Government Minister earlier this year. The Relationship Manager was 
asked by the Minister whether he thought the Appeals Process was having a real 
impact. The reply from the Relationship Manager was succinct and to the point in 
that he felt the real benefit was that it had made him have a better conversation with 
his customers and because of that he was having a better relationship with them, 
which has and would lead to a better lending environment and thus help his 
customers to gain funding either in the short, medium or long term. This was as true 
for when they were being declined for lending and appealing, or when lending was 
accepted. To me that improved conversation is the real benefit that the Appeals 
Process is bringing, so all that I do now is focussed on making that conversation 
better and ensuring that lenders and others have in place the people and processes 
to make that happen, as well as SMEs understanding that they have a part to play in 
that conversation. In my first Annual Report I said that I always thought that 
education, and from that a better understanding of the lending process by both 
lenders and SMEs, would be the major benefit and I am pleased to say that is now 
being evidenced as reality by both sides. In the rest of this report I will explore in 
various ways how the Appeals Process is helping that conversation, and where there 
is still work to do. 

I am also asked from time to time whether I think adding more ‘powers’ to my role 
would help SMEs get more funding and banks operate better. Since I took on this 
position when the Appeals Process started in April 2011 its scope and powers have 
increased as my own and others’ knowledge of what needs to be done grows. These 
have included (all of which are expanded on elsewhere in this report) 

i) An increase in what SMEs can appeal for in terms of type of funding and 
the terms and conditions of that funding. These will continue to grow as 
changes in regulation necessitate lenders adding more rules to how banks 
lend as well as me looking for areas that may have been missed. 

ii) Overseeing issues that are related to the Appeals Process including 
generic campaigns on awareness raising and ‘discouragement’ of SME 
lending. 

iii) Leading on issues around lending which impact on appeals, including 
credit scoring and the influence of the Consumer Credit Act. 

iv) Looking at whether those who do not appeal are who I would expect them 
to be. 
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However, on the issue of whether I should have ‘power’ to adjudicate or intervene in 
SME lending I am of the opinion that this may in fact detract from, rather than add to, 
the progress that is being made. 

In other jurisdictions where there is a third party influence (be it legislative or 
recommending) on individual lending decisions, the focus tends to be on those 
individual lending decisions and not on the wider reasons or processes of why 
lenders and SMEs are not operating in the way that is best and most sustainable for 
them both. The uniqueness of the way that the Appeals Process works in the UK is 
that my work is with the banks and others at a systemic level, to ensure they all have 
fair and transparent appeals systems in place and then understand what all the 
numbers produced mean and the reasons behind them, and then to work with the 
lenders and business to change what needs to be done in terms of process to make 
it better for all those that come in the future rather than just for that individual at that 
time. 

I think because I and my team understand now how each lender operates, and can 
evidence ways in which changing process would benefit both them and the SME, we 
are able to gain real benefit for both parties. As I will explain later, the Appeals 
Process is having a major impact on all lenders and there is not one who we work 
with that has not changed something (be it small or large) that will benefit them and 
also their customers. Whether it is being better at telling a SME why they have been 
turned down for lending, to when is a better time to make the lending decision, or to 
asking whether I (as a lender) know the detail of why I have said what I have. If my 
focus had been on helping on individual decisions only I do not think we would have 
made the progress that in the end will provide a better lending environment for all 
SMEs and lenders as well into the future.  

I think also the positive impact that the Appeals Process is having on lenders is 
spreading amongst some lenders who are not yet part of the initiative, to the point 
that over the coming year both the TSB and Clydesdale Bank (including its Yorkshire 
Bank) will join the Appeals Process and I hope to add one other as well so that they 
and their customers can take advantage of the benefits it brings. I will report more 
definitively on when they will join and be part of the numbers in my Quarterly 
Reports. Once they have come on board then the number of customers who do not 
have access to the Appeals Process will only be small. 

Also it is worth pointing out that a lot of these process deficiencies or changes we 
are proposing are not due solely to the financial crisis. I think there is a feeling that 
things were OK before the financial crisis in terms of banking process but, from what 
I am finding, that is not the case for some of the key changes some lenders need to 
make date back well beyond 2008 and were driven by some lenders segmenting 
their business into profit centres where the leader of each profit centre could make 
individual decisions of how to manage their part and how much to spend on 
processes to do so. What is clear now is that decisions in the past to spend less or 
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‘as little as possible’ on systems for SME lending means that for some lenders they 
are now unable to have the kind of positive conversation we all want between them 
and their customers. All the banks though that I work with now buy into that outcome, 
but it might take some time to reverse some of the past, some of which was done to 
save cost rather than give a better conversation between the bank and the SME. 

What is clear is that the economy is improving and becoming more stable but that 
should not lead us to expect a big rise in SME requests for lending as businesses 
now are much more considered in their borrowing than perhaps they once were. 

In terms of progress on the number of appeals that have been made, we have now 
passed 9,000 over the three years that I have been reviewing the process and have 
put over £40 million back into the economy in lending from banks that would not 
have taken place. In terms of this year specifically appeal numbers were up again 
but I make the point every year that comparing the appeal numbers, or indeed any of 
the numbers that the Appeals Process generates purely on a year on year basis is 
both misleading and does not focus on the real issues and change that the Appeals 
Process is driving in certain areas. The overturn rate has also decreased overall 
which is good but that has been largely due to a significant drop in credit card 
overturns which has come about by good process change that has been instigated 
which has reduced both declines and overturns. 

The reasons for lending being declined still has a clear split at the £25,000 lending 
level with credit scoring still being the major reason below £25,000 and affordability 
being the major reason above £25,000. This highlights the key use of credit scoring 
for lending below this level which is partly due to lending processes but also partially 
due to the effects of the Consumer Credit Act. 

On the latter having met with the Financial Conduct Authority earlier this year and 
received a positive response to looking at how businesses can be better dealt with 
within what is predominately a consumer piece of legislation I am in the process of 
gathering information from all stakeholders to commence a more detailed discussion 
on how those issues might be addressed. 

On the overall area of credit scoring much progress has been made on a number of 
fronts which are detailed in the main report. 

In terms of overall awareness of the Appeals Process over which there was concern 
from everyone involved a lot has been done this year to raise awareness. From the 
metrics that I have seen to date on the collective campaign which was launched 
earlier this calendar year, there is clear evidence that many more SMEs have been 
made aware of the Appeals Process. However what will continue to be extremely 
difficult for a host of reasons is to link that specifically with any increase in the 
number of appeals. 
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This is highlighted by the fact that this year for the first time I and my team have 
looked at those who were declined but did not appeal to see if there were any that 
could have and were we missing any. From the four banks on which we have 
completed that work, we can state that there were only at most between 2% and 5% 
of SMEs who were declined where the bank might have looked at them again which 
is what would be expected given that no system is perfect. 

However awareness raising must still be a focus to try and help those who may be 
wary about lending to do so which it could in certain circumstances. 

Therefore in summary I feel that good progress has been made on many fronts and 
we are in a better place generally than we were last year and also now clear 
pathways ahead of issues that we need to address and pursue to make it even 
better for everyone. 

 
 
Professor Russel Griggs OBE 
Independent External Reviewer 

June 2014 
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2. Introduction 

Year 3 of the Appeals Process has been a year of much activity across all the banks 
in many ways as both the evidence we have and the knowledge of the banks on its 
impact become clearer each year.  

As I say every year in this Annual Report1 it is my role as the Independent External 
Reviewer of the Appeals Process to ensure that the banks both promote and 
examine appeals in a way that is transparent and fair. In doing that I sit on neither 
side of the lending fence and try, from the evidence I and my team gather, to create 
solutions to issues in the lending process which benefit all parties. This can be from 
any direction and can fall on the lenders but also on customers, those who advise 
them, and on Government itself. 

While we still ensure that we see ourselves the detail of the majority of cases that go 
through the Appeals Process, more and more of my time is focussed on what the 
evidence is telling us and how we address those issues that are highlighted from that 
examination. Therefore, I still spend a lot of time with Relationship Managers and 
customers understanding what they do and looking at where the gaps may be in 
processes or relationships and where also processes are being circumvented for 
sensible reasons. Human beings have a wonderful capacity for getting round things 
if they think they block what they are trying to achieve and sometimes lending 
institution systems do not work as they should and employees find ways of getting 
round them rather than trying to fix them. Where I see this occurring then, either I or 
one of my team will try to get the process fixed so the whole lending institution 
operates better rather than just the individual who has found a way round it. These 
conversations with Relationship Managers and other bank employees also highlight 
sometimes where customers are being excluded – many times unintentionally – from 
the Appeals Process so this has helped us to bring in more ‘Declined at Source’ or 
other customers into the process. I also meet now at least twice a year with 
Accountable Executives within each bank who are senior personnel with overall 
responsibility for the Appeals Process at Board level which also allows me to be 
assured that the issues that I find are being dealt with properly within the bank. 

The structure of this year’s Annual Report follows the format of the first two and 
focusses first on what the economic context this fits into and then looks at what I said 
we would do in the last report and where we are with each of those. It then looks at 
the numbers and changes we have made in our own processes before focussing on 
what we will do in the year to come and where appropriate beyond that. 

                                                           
1 http://www.betterbusinessfinance.co.uk/independent-reports 

http://www.betterbusinessfinance.co.uk/independent-reports
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As a reminder to all, Annexes A and B set out the original aims and objectives of the 
Appeals Process and the minimum standards that a bank must comply with to be 
part of it. 

I would also once again like to thank all of those who work with me and my team 
wherever they fit into the process for all the positive engagement they have with us 
sometimes in situations that cannot be comfortable at that time but all of us are 
focussed on making that relationship between the lender and the SME better which 
is exactly the right place we should all be. 
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3. Current Economic and Financial Context 

It is clear from all the economic indicators that the economy across the UK is 
improving although there still remain some geographic and sectoral differences so it 
is not uniform but in general much improved. 

Last year I highlighted that while some SMEs were acknowledging that there was an 
improving economic environment they were still cautious as it was still deemed to be 
‘fragile’. 

I think that feeling of fragility has almost gone away as the economic evidence 
becomes more consistent and robust but that is not to say that we should expect a 
sudden rise in SME borrowing due to a renewed confidence in their business. 

In the conversations I have with many businesses across the UK you can sense that 
there is a feeling of ‘things are getting better’ but that is balanced by a much more 
‘considered’ approach to growth and lending than there was before 2008, which can 
only be a good thing if it brings better and more sustainable businesses going 
forward. By ‘considered’ I mean looking at things in the round and deciding on 
priorities in a sensible time frame. One business I spoke to perhaps summed it up for 
all 

‘I see the economy getting better and can see opportunities for me to grow and have 
no problem in accessing finance from banks. However this is probably the first year in 
the last few where I need to look at giving my staff a salary increase as they have not 
had one for a while, and also I need to take account of things like the auto enrolment 
scheme for pensions etc. and how it might affect what we do. Therefore I think this 
year we will have to increase our cost base and then look to expand next year once 
we can see the effect all those changes have.’ 

To me the above is not a negative scenario but a positive one where businesses now 
are looking in a more considered way at how they will expand and realising that a 
more holistic approach to that decision making is better for them and their business 
and will probably provide a more sustainable business going forward which has to be 
good for us all. 

Therefore in summary while the economy is generally improving I am not sure we will 
see a rush by SMEs to increase their borrowings. Also for those with overdraft and 
other flexible facilities already in place there is still, across all banks, about 50% of 
unused capacity in what has already been agreed so there is much room for 
manoeuvre in what already exists. 
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4. Priorities for Year 3  

As I have stated in both my first two Annual Reports, judging how well the Appeals 
Process, and indeed myself, have done in terms of delivering on what I indicated 
were my priorities at the outset of the year is key to ensuring that there is a coherent 
flow to what the Appeals Process does. Below are the priorities I listed at the end of 
last year’s Annual Report in terms of what I felt the priorities were at that time and 
what has happened on each since then. 

a) Getting the message on the Appeals Process and that it is working out 
to more SMEs and within the banks to more Relationship Managers both 
in terms of knowledge and understanding.  
 
This has been the subject of much discussion and actions in many ways this 
year and I am pleased that much progress has been made on all sides. 

One of the concerns was that SMEs who were being declined were not aware 
of the Appeals Process and therefore were not appealing when they could. 
From some specific work done by one of the banks and the work I have done 
on Declines’ Sampling across all the banks involved in the Appeals Process 
(see section 7 of this report) our findings show that there are not a lot of SMEs  
who would have been successful had they chosen to appeal their decline 
decision. 

However that does not say that there is not still a lot to do in terms of 
awareness and both the banks generically and individual banks have done 
much to push that forward. From my own viewpoint making sure that all 
Relationship Managers within each bank are as knowledgeable and 
committed to the Appeals Process as they can be is as important as SMEs 
knowing about it. 

In terms of SMEs at the end of January 2014, the Better Business Finance 
(BBF) initiative launched a new, multi-media campaign to raise awareness 
among SME owner/managers of the independent Appeals Process, as well as 
to increase confidence in the lending process by letting businesses know they 
are a lot more likely to get bank finance than they think, based on research 
from the SME Finance Monitor. 

The campaign includes:  

• An overhauled website www.betterbusinessfinance.co.uk providing 
information on how to launch an Appeal if you are turned down for 
finance, alongside a new improved Appeal tool, as well as information 
and guidance related to finding finance (it has over 500 finance 
providers offering business finance) and other areas such as business 
mentoring 

http://www.betterbusinessfinance.co.uk/
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• An online advertising campaign aimed particularly at reaching those 
businesses interested in seeking  finance supported by an effective 
appeals campaign 

• Social media engagement through channels including Twitter and 
LinkedIn, linking to the BBF website 

• A public relations campaign to highlight the campaign message and the 
Appeals Process 

• Campaign information provided on bank websites and directly to 
customers 

• Engagement with a range of supportive business groups to provide 
campaign information to their members and links to the Appeals 
section of the website 

• Details of the campaign are in Annexe A   

Early results demonstrate a higher than expected level of engagement with 
the campaign: 

 

• 6.9million+ people (unique users) have seen the advertising campaign 
to date – above an initial target of 3 million.  

• 667,000 PPC Impressions (Number of times our Pay Per Click 
advertising has been seen) targeting small business owners to offer 
help, support and advice messages 

• 373% increase in visits to the Better Business Finance website 
compared to the same period last year 

• 400% increase in page views and 32% increase in time spent by the 
average visitor to the site, performing far better than its previous 
incarnation, across all metrics.   

• Eightfold increase in visits to the Appeals page and a fourfold increase 
in the number of appeals via the website 
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• Engagement on social media channels Twitter and LinkedIn is above 
average for this type of campaign, offering support for those seeking 
how to appeal and find information about sources of finance 

• The new website has been designed to be easily used by small and 
micro business owners on the move.  The share of mobile and tablet 
traffic has increased significantly, with 40% of users using mobile or 
tablet devices to access the site 

The public relations campaign has also seen strong results since launch: 

Media coverage of the campaign has reached 68% of the key audience of 
SME owner/managers.  Frequency of exposure to the target SME audience 
was 2.3 times each, a result above the minimum recommended to ensure 
retention of campaign messages.  Coverage included 79 pieces of media 
coverage to date, including: 

• 17 pieces of national print and online coverage have appeared about 
the campaign 

• Two high-profile TV interviews on Daybreak and BBC Breakfast have 
been secured, along with two regional BBC interviews 

• 22 pieces of regional print and online coverage have appeared 
• 33 pieces of trade coverage have appeared about the campaign 

The campaign has also been contributing to relevant conversations on 
business forums since the start of the year, offering small businesses support 
where appropriate, including on UK Business Forums (reach: 911,056), UK 
Business Labs (reach: 69,825) and Startups.co.uk (reach: 486,548). Our 
engagement with the forums has also extended onto social media – 
Startups.co.uk recently tweeted our reply to a question on their site out to their 
28,000 followers. 

It can be seen from the above and the examples and metrics in Annexe C that 
there has been a considerable impact on SMEs in terms of them viewing the 
information and that should, over time, increase awareness which is what we 
are all seeking. However I have to be clear that it will always be difficult to find 
a direct causal link between new appeals and any campaign unless we 
interrogate every one that appeals where they found about the Appeals 
Process which I am not sure would be useful and add little to the conversation 
we are trying to encourage. 

Therefore while I was asked by the Chancellor of the Exchequer in his Budget 
last year to see what impact the generic programme had had on awareness 
which I am in the process of doing I think all I can report is that it is clear that 
many more SMEs are aware of it than there were before which is a good 
thing. The measure that is available at the moment through the SME Finance 
Monitor to measure awareness is not in itself a good one and would be one 
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that I would not use as a reference point on appeals awareness. The SME 
Finance Monitor figure on awareness of the Appeals Process is for all SMEs 
whether or not they are looking for lending. All research shows that if you are 
not involved in something, in this case looking for money for your business, 
then you tend not to be aware of what is going on in that area since you have 
no need to know. Since we know that only a third (33%) of SMEs use external 
finance at any one time , then an ‘All SMEs’ number is not the best measure 
to use.  

As well as this generic campaign each of the banks has done awareness 
raising of its own both internally and externally which has also added much to 
raise visibility of the Appeals Process, Annexe D shows examples of specific 
ways that each of the major banks has done this. I could have filled many 
more pages with examples but I think this shows that all are trying both 
externally and internally to make people aware. 

Finally, in terms of awareness and other issues affecting SME’s desire to 
access finance I have been asked to work with each bank to address how 
they deal with the issues raised in the Discouragement Research carried out 
by Enterprise Research Centre.2  

This research looks at why SMEs are discouraged from borrowing and what 
form that takes. In my first Annual Report, I indicated that I felt at that time that 
the media were perhaps discouraging lending through their negative press on 
that subject. This report confirms that was true at that time but is no longer the 
case, and highlights other issues that may be doing the same. Given that 
each bank will have its own way of dealing with these issues depending on 
what their strategy is for different customer types and sectors, I will work with 
each of the banks on an individual basis and update in my Quarterly Reports 
throughout the year on progress. 

Also, as I stated in my Annual Report last year it is not only the banks 
themselves that should assist with making more SMEs aware of the Appeals 
Process but also the Trade Associations who represent them. I am pleased to 
say that some, but not all, have used their own websites and internal 
communications to promote the Appeals Process including direct links for 
SMEs to Appeal through their websites. Over the coming quarter I will audit 
each of them to see who has included easy links to the Appeals Process and 
who has not and where there are gaps, work with the Trade Associations to 
ensure the gaps are filled, as it could be that some who did have links do not 
have them anymore. If the Trade Association itself is not helping and guiding 

                                                           
2 Back to Borrowing? Perspectives on the ‘Arc of Discouragement’ by Stuart Fraser ERC White Paper No.8 
http://enterpriseresearch.ac.uk/default/assets/File/ERC%20White%20Paper%208%20Discouragement.pdf 

http://enterpriseresearch.ac.uk/default/assets/File/ERC%20White%20Paper%208%20Discouragement.pdf
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its members towards the Appeals Process it cannot really complain about the 
banks not doing the same. For the message to get out to more and more 
SMEs there has to be a concerted effort by all sides of this, including 
Government to get the maximum impact we can. 

In summary therefore, in terms of awareness and other issues regarding 
communication of the Appeals Process in all its parts, I do believe significant 
progress has been made this year. That does not mean that there is not still 
more work to do; this will remain a critical factor for me as without that good 
communication, the good conversation which we all want will not take place. 

 
b) Work with Governments in all parts of the UK, with the BBA and banks, 

to ensure that SMEs have access to the type of support that they need 
to help them understand what lenders require from them in this new 
environment. 

While we have made some progress in this area as the year has progressed, 
and while this is still an issue that needs to be addressed, other issues have 
taken greater priority so this will carry forward into next year.  

What is clear though is that this issue will have to be tackled on a devolved 
basis as each part of the UK operates their support for SMEs in a different 
way, so solutions will have to be at that level. Also within England the Local 
Economic Partnerships (LEPs) will start to be the focus of how a lot of this 
education and interaction will be delivered in the future and it is still not clear 
what bits of that will still be done across England and what will be done 
locally. 

The situation in Northern Ireland is made even more complex by the fact that 
the structure of their SME banking is different to anywhere else in the UK in 
that they have ‘local’ banks operating who probably have the largest market 
share in this sector. However the positive from there is that they are working 
themselves on this issue and are probably more advanced than others in 
addressing the issues that need to be resolved. It has identified for example 
that SMEs and their advisors are still not putting forward cases for lending in a 
way that fits with ‘the new norm’ in lending, namely that it is affordability first 
and then the ability of the management to deliver on that. Therefore education 
of SMEs and their advisors is key to ensure that the case that comes to the 
bank helps them and not hinders them as can be the case just now. While I 
do not have as clear evidence from other parts of the UK as I do for Northern 
Ireland I do not see why this should not be an issue elsewhere as well. 

Therefore this is an issue which I will carry forward on to my ‘to do’ list for next 
year and report on developments as they occur across the year, all the while 
continuing to recognise that providing help, support and education to SMEs 
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will always be a challenge as they tend to be ‘time poor’ in terms of their 
ability to devote the time to what is a critical issue for them.  

c) Spreading of best practice across the banks (this has been expanded to 
include issues and practices where there are differences across the 
banks where there should not be). 

This is one area where I am pleased that both at a formal and probably more 
importantly at an informal level banks have really worked well together 
recognising that getting a better and more positive lending environment is 
good for everyone, so competitive issues should not get in the way of that. 

Best Practice has covered a host of areas from working on decline letters and 
what they should say, to the responsibilities of how the Appeals Champions 
and those managing the Appeals Process day to day work. 

It is also about helping me and my team to identify where we see things in 
one bank which we do not see in another, to ask why. This again is wide 
ranging from the way decisions are made (and the evidence that is based on) 
to what they allow to be appealed. It has also helped us greatly with issues 
around ‘Declined at Source’ where we have spent a lot of time this year. 

‘Declined at Source’ is where a customer has been turned down at an early 
stage of the process, has not been deemed to have made an application, and 
therefore is excluded from the Appeals Process. There are many genuine 
cases of ‘Declined at Source’ but we have worked with each bank to make 
sure that all are using the same way of defining that and think we are just 
about there. This has meant that this year we have brought new appeals into 
the process that had been excluded which has allowed more people to 
appeal.  

We have agreed a definition on ‘Declined at Source’ which all the banks are 
now agreed to, which is below: 

‘Where a customer has asked you for lending (of any type, new or additional) 
and the bank has asked them to supply information (of any type written or 
verbal) to make that decision then that should be deemed as an application 
and can be appealed.’ 

Since how customer data is inputted into the Appeals Process differs across 
the banks this has allowed them to look across their systems to see where 
that could occur. Some of those decisions could, for sensible reasons (mainly 
to do with not wanting to waste the customer’s time) fallout with what would 
normally be deemed to be a formal application but we felt that to give the 
customer who would feel they had applied, even if the bank’s systems had not 
recorded it as one, the same right of appeal as someone who had formally 
entered the system is fair. 
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Across all the banks this has now drawn in more customers to the Appeals 
Process and also focussed the banks on when customers believe they will 
have applied rather than when the bank might have deemed them to have 
applied. 

To further confirm this, over the next year I will focus some of my time on 
sitting down with Relationship Managers in each of the banks to see how they 
take the application through each of their many systems to ensure that we are 
not losing any as the application goes through their processes (which has 
sometimes proved to be the case before). None of the banks have a single 
system that applications go through from end to end, and all applications will 
move from one system to another as they progress, and I will ensure that we 
are catching all as we go through this. I need to be clear that I am not saying 
that a single end to end system would be the best solution for either the bank 
or the customer as managing the interaction is sometimes done best across 
more than one system. 

Finally in the sharing of best practice which has expanded for me into looking 
at how things are done across the banks and recognising gaps ‘positive and 
negative’ that can be better addressed, it has allowed us to spot areas where 
different types of lending product are not offering the same right of appeal as 
another but should be. 

A clear example this year has been the difference between what a customer 
can appeal on an overdraft compared with a commercial credit card. With an 
overdraft a customer can appeal on anything both in establishing an overdraft 
and its amount and, once it is in place, when renewing or increasing the 
overdraft limit. Commercial credit cards should have the same rules but we 
have discovered that appeals on raising the limit on a card once you had had 
it for some time were not being fully captured under the Appeals Process. 
This has now been corrected and is the reason for the sharp upturn in credit 
card appeals in the last quarter of the year. 

I will continue to press each bank to continue to share best practice with 
others where they can and also to look across banks to make sure that they 
are all doing things that they should. 

d) Progressing the work on credit scoring across various avenues. 

Those avenues were; 

i) I will meet with the Financial Conduct Authority3 (the new 
regulator for Consumer Credit) to see what can be done to make 

                                                           
3 www.fca.org.uk 
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the difference between business and consumers more exact and 
allow lenders to make decisions on both appropriately.  

Given that the Consumer Credit Act (CCA) was part of the Office of 
Fair Trading (OFT) that was transferring to the Financial Conduct 
Authority (FCA) meant fulfilling this obligation was delayed until early 
this year. I met with both OFT and FCA officials, and also with Her 
Majesty’s Treasury (HMT) to discuss what the challenges were and 
what the options for change might be. 

It was clear from the discussions that  

a) Businesses were an add-on to the CCA and as such were not 
considered as much as consumers when changes or alterations 
were made. 

b) OFT felt that everything in it was guidance and it was up to 
individual lenders how to interpret it, which ignores the fact that 
Compliance Officers within lenders are likely to use the guidance 
examples to form their rules thus giving them a very exact 
interpretation of the CCA. That is not criticising the Compliance 
Officers who are under pressure from their own Regulators to make 
sure they comply so will always err on the side of safety. Therefore 
the more OFT have made the guidance more particular then so 
many lenders will have expanded their rules to comply especially 
around issues like the affordability calculator. 

We agreed that there probably was a policy issue to address in terms 
of how business is made more of an integrated part of the CCA, if that 
was felt still to be the best way of addressing the issues it tries 
currently to address (given that other regulations outside the CCA 
including the Lending Code have been introduced since the CCA was 
introduced.) 

The FCA did ask that I try and be more specific in terms of the changes 
that might address the issues I saw which is sensible so I have asked 
all the lenders and Trade Associations to let me have specifics that 
they felt needed to be addressed. Once I have gathered that 
information then I will work with the FCA and HMT to find a solution 
that satisfies all parties on this. 

I will report further on this in my Quarterly Reports throughout the 
coming year but already have had what I feel is a good place from 
which to start.  

‘We need to keep in mind that in general business customers are much 
more sophisticated than personal customers and face numerous 
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challenges running their businesses.  The aim of CCA regulation 
should be to provide a proportionate regime to protect business 
customers together with   ensuring that the commercial needs of 
business customers are not stifled.  This is a difficult balance to 
achieve, but taking account of business customers’ knowledge and 
sophistication is at the heart of striking this balance. At present, there is 
a danger that there is insufficient flexibility within the rules to 
proportionately cater for business customers.’   

However what is certain is that there are now anomalies being created 
by having SMEs regulated from various different bits of legislation and 
regulators and have listed a few below: 

• A loan to an English partnership of four or more partners can be 
Mortgage Conduct of Business (MCOB) regulated but never CCA 
regulated, whereas a loan to a Scottish partnership can be CCA 
regulated but never MCOB regulated. 

• If the partnership's turnover is over £1m, this can take it outside 
MCOB but not outside CCA, whereas if the loan is over £25k it 
takes it outside CCA but not outside MCOB  

• A sub-£25k loan to a 3 partner-partnership with millions in annual 
profits and other much larger unregulated debts could be CCA 
regulated - why do they need that protection if they didn't for the 
larger loans they took? And if one of the partners secured the 
facility on their home, they lose the CCA protection on the 
loan without gaining MCOB protection - why would putting your 
home at risk put you in a less protected position in regulatory 
terms?   

• The recent expansion of business structures through which 
professionals can conduct their business - limited companies and 
LLPs etc. - has meant that lending to individuals to enable them to 
make capital injections into the business vehicle through which 
they carry on their profession can be caught by the CCA, even 
when the amount borrowed is more than £25k. The Regulated 
Activities Order (RAO) business exemption applies only to lending 
intended to be used for the purposes of a business carried on by 
the borrower. Where the chosen vehicle is a limited company it is 
the limited company that carries on 'business' and the borrower i.e. 
usually a professional is an employee of the company.  

 
ii) Get the new educational credit scoring leaflet out to as many 

start-ups and others seeking small amounts of business lending 
so that they are better prepared when approaching lenders. 

All the banks in their own way have made getting information out on 
Credit Scoring a priority this year and Annexe E gives some examples 
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of how that has been achieved. I am happy therefore that in this area 
progress is being made. 

iii) Continue to work with the credit card lenders and others where 
credit scoring is the major factor in deciding credit to ensure that 
their processes allow for the collection of sufficient information 
before a lending decision is made. 

The use of credit scoring as referenced in previous Annual Reports still 
is widespread across the banks especially for lending under £25k. 

To be clear I am not against the use of credit scoring or assessment 
techniques in assessing whether an application is credit worthy, and 
indeed much good longitudinal work has been done by banks and 
academics to show that they do give better lending. However they 
need to be used in a sensible and positive way. 

As I have learned more and more about this the more I have come to 
the conclusion that it is not the Credit Reference Agency (CRA) who 
leads on much of this but the lenders themselves. That is not to say the 
CRAs do not have things they can do to make what they supply as 
correct as it can ever be but it is how that data is used that is still my 
main concern. To explain that conclusion what I mean is that while the 
CRA holds all the data and can create a score itself, it is the lender who 
decides how it will interact with the CRA. Most lenders now buy raw 
data from the CRA and, even when they then employ the CRA to do 
the calculation for them, use the lenders own algorithm or formula to 
decide what the outcome for the customer is. That allows the lender to 
use that data behind the score to tell the customer what specifically has 
declined them, which is much more part of a better conversation than 
just ‘you failed the credit score’. However there are still instances where 
the score only is bought from the CRA which does not allow the lender 
then to tell the customer the more finite reason for their decline as the 
lender has not ‘purchased’ the base data so cannot access it. I have 
come to the conclusion over the last year that if we want to have a 
better relationship between lenders and SME customers, then the 
lender not knowing specifically why the SME failed the credit score is 
no longer acceptable and all lenders need to put their systems and 
process in a place where they can be open and honest on reasons for 
failing a lending application. As is stated in the Executive Summary of 
this report a lot of these decisions as to what was ‘bought’ from the 
CRA were made many years ago before the crisis and were made on 
cost saving grounds. I think that was short sighted as all the evidence 
coming from the Appeals Process shows that investment into process 
that enlarge and strengthen the conversation between the bank and its 
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SME customer lead to more profitable (in all its meanings) benefits for 
all. 

The European Union is also becoming more interested in these issues 
around credit scoring and Annexe F details some work that they are 
commencing of which the CRAs will keep me and others informed. 

iv) To work with Companies House and HMRC to see how that can 
become part of this overall dissemination of information process. 

This is an area where others are progressing for other reasons as well 
as for issues around credit scoring and I will keep a close watch on 
how these discussions progress, but to date have not seen the need to 
interfere. 

 Finally, in this area of credit scoring as we have gathered more information, it 
has allowed me to look deeper into the data and as you will see in section 6 of 
the report I have been able to split on the various pie charts to do with 
Reasons for Decline what was ‘Credit Scoring’ last year into two parts, namely 
‘Adverse Data’ (which was included in Credit Scoring last year) and ‘Credit 
Scoring’. The reason for the split is important and has raised some issues 
which I will be pursuing over the coming year. 

 Adverse Data is data that is likely to have a lending application declined 
almost anywhere and is difficult – but not impossible – to overturn. It includes 
things like County Court Judgments against you or your company, being 
struck off as a Director, debt defaults etc. They are specifics that would make 
anyone think closely about an application. I have no issues with these and 
understand why they are bundled into that heading but the issue I have is that 
there is not a common definition of what falls into this category across the 
banks. So if one bank says have been declined because of adverse data that 
does not mean that it would be the same for another. Since these are the 
areas that all lenders agree cause concern for an application, it does seem to 
me that having at least an informal understanding and agreement across the 
banks of what falls into that category which could be shared with customers 
would be useful, and will be working with them to see if we can do that over 
the coming year. 

e) Continue to meet with as many Relationship Managers and customers 
as I can sensibly, to allow me to judge the impact all the changes above 
and below are having on ‘the front line’. 

This, as I highlight in the Introduction section of this report, continues to be 
one of the most fulfilling parts of what I do in terms of understanding what is 
going on both in the economy and at the sharp end of lenders. Also it has 
highlighted or discovered many of the issues that I highlight elsewhere in this 
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report which would have gone unresolved or unnoticed if these meetings had 
not taken place. Issues relating to how Relationship Managers deal with 
customers, when they think they have applied, what they can tell them about 
why they have been declined, etc. have all come from those meetings. 

I will continue to make these an important part of what I do across the coming 
year. Also as I highlight elsewhere in this report having now Accountable 
Executives at every bank to interface with has also added an extra dimension 
to my interaction with each bank as well as the operational teams I and my 
team work with. 

f) Work with all the lenders involved in the Appeals Process to make sure 
that the Appeals Process becomes an embedded part of their day to day 
process and will continue as an integral and positive part of their 
business operations into the future. 

To become an embedded part of the process is not possible until a lender 
sees this as adding value to what they do, and I think all now do to a greater 
or lesser extent. 

By adding value I mean both in terms of allowing them to make more lending 
to customers but also in terms of the way they conduct their business with 
SMEs and the conversation and exchanges they have with them. 

Key to that in my opinion is being able to tell a customer as clearly and as 
simply as possible why they have been declined or what they need to do, or 
give, to the bank to allow it to lend to them. 

All the banks have made very positive progress in this since the Appeals 
Process began and, as I state in the Executive Summary, these changes that 
lenders have made in their processes (some very significant and not without 
significant resource as well) are a key benefit that has come and will continue 
to come from the Appeals Process. It has been my objective from the first day 
of this process to work positively and constructively with each lender not just 
to make sure they had a good Appeals Process in place but to use the data 
and evidence coming from that process to change where necessary the way 
they do things for the benefit of both the customer and, importantly, 
themselves. I think the way that my team and I have operated, which is 
robust, challenging but fair in terms of what we desire, has allowed us to 
make that happen. 

However one thing that we still need to get uniform is what a lender says or 
can tell a customer about why they were declined. While huge progress has 
been made I do not believe it is still acceptable to tell a customer they were 
declined because of ‘credit score’ or the ‘credit committee’.  
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There are two issues here. One about the Relationship Manager taking 
responsibility and ownership for the bank’s decision, even though it is tough 
for them to have that discussion with the customer. All the banks have 
accepted that and are working to make that better but it is still not perfect yet, 
so I will keep pushing on it. 

Second is where the bank or the Relationship Manager does not know why 
the credit score failed, which still does occur. Earlier in this section I highlight 
how lenders buy their data and the impact it can make on how much they are 
able to tell their customers. I am pressing hard where a good decline answer 
cannot be given currently to ensure that it can and will report on progress in 
the coming year but until that is resolved in all banks then appeals cannot be 
embedded properly. 

Finally in this area there still exists (although not in many lenders) some 
distrust between credit and risk functions and Relationship Managers where 
information between the two is not passed as promptly or in its entirety. Again 
for a lender to have the good conversation with the customer then all parts of 
the bank need to be part of that and that may mean that greater collaboration 
is required.  

g) Ensure that we have, as far as is possible, a uniform system in terms of 
what customers can appeal on across all banks.  

As stated sections above I think I am now happy that we are almost there on 
this, and partially feel that way as lenders are now coming to us when they 
find inconsistencies, or want to make additions, which means that the lenders 
now understand the importance of being ahead of the game on this. 

Below are examples (some of which are expanded on elsewhere in this 
report) of some of the issues that we have worked with this year to ensure 
that SMEs can appeal as easily and as widely as possible.  

• Online Appeals – One of the most important additions this year was the 
launch of “online appeals” through the Better Business Finance 
website. This now provides all customers with the opportunity to appeal 
by completing a simple online form or by emailing their bank.  

• Lending Conditions – Customers can now appeal if they do not agree 
with the bank’s conditions for lending (excluding standard terms, fees 
and pricing). During the year we have seen 18 “Conditions” appeals. 

• Customer Complaints – Where a customer has chosen to write a letter 
of complaint to a bank, regarding a declined lending request, instead of 
submitting an appeal to the bank, these are now reviewed by the 
respective bank Appeals Team to ensure consistent and fair treatment 
within the full scope of the Appeals Process. 
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• Credit Card Limit Increase Requests – We have been working with the 
major credit card issuing banks to include customer requests for their 
commercial card increase requests, where these had been declined 
and the customer requested an appeal, to be fully captured within the 
scope of the Appeals Process, which they are now. 

• Declined at Source – This is where a customer has approached a bank 
with a lending request and having provided all the information 
requested by the bank to enable a lending decision to be made and 
they are then declined regardless of whether the lending request has 
been captured on bank systems. We found that treatment of Declined 
at Source applications was inconsistent across the banks and that 
these customers were not always being told that they had the right to 
appeal the declined lending decision. Whilst there is still work to be 
done by the banks in this area regarding tracking applications which 
are Declined at Source, customers are now being informed of their right 
to appeal. 

• Adverse Data – We have asked the banks to better define the 
reason(s) customers are declined lending, especially in the sub £25k 
lending space where, Failed Credit Score was considered to be the 
main decline reason when in fact it was a catch all for other component 
parts of the decline decision. Historically, this might have included 
Adverse Data on the company or the principals of the business. This 
now gives us more granularity on the decline reasons and helps to get 
behind the “Failed Credit Score” statement. 

h) Ensure that the banks achieve all the actions that I set out for them in 
their action plans for Year 3.  

As an ongoing part of the Appeals Process I have with each bank an Annual 
Action Plan which highlights the general and specific issues that they have to 
address in that year, and beyond if the issue demands for example a major 
system change.  

The Action Plan items included this year driving the Appeals Process Best 
Practices through the appointment of an Appeals Champion by each of the 
banks to oversee the Appeals Process. Each bank also has Accountable 
Executives on the Appeals Process who are part of or have a link to the 
lenders Board who I meet with once or twice a year or can escalate issues as 
they happen if I think they are serious enough. The existence of both of these 
plus the others who support them and the Appeals Process has helped me a 
lot this year in delivering on the Action Plans and has shown benefit to the 
lender as well. 

Other items on Action Plans have been focused on increasing appeals 
awareness both internally within the bank and externally through website 
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updates and other materials and review of lending declines which is discussed 
in section 7 of this report. Other generic Action Plan items were aimed at the 
inclusion of lending “Conditions” appeals and customer access to lodge an 
appeal. These are largely completed with the exception of Declines’ Sampling 
for two of the banks. 

In addition to the above, there were other bank specific Action Plan items 
relating to process improvements which I have discussed with the banks 
concerned. Whilst there has been some considerable progress over the 
course of the year, full implementation will require significant systems and 
infrastructure changes and the banks are working diligently to complete these. 

These Action Plans also change throughout the year as some are concluded 
and as other issues arise. These Action Plans are key in managing the 
identified change that each bank needs to put in place to optimise the process 
it has for lending with its SMEs, as well as making sure its own Appeals 
Process is working as effectively as it can. Given that all banks have to lend 
effectively to survive, then getting this process correct is as key to them as it 
is to the customer. Also, as I state in the Executive Summary at the beginning 
of this report this year, positive process change in the banks is the key real 
benefit of the Appeals Process as it ensures not only that individual customers 
have current lending appeals overturned or dealt with better, but also that 
process changes that would benefit everyone can be implemented. I have 
been more than pleased with the way that, in general, the banks have 
approached these process changes, some of which have been major and not 
without considerable investment, as they understand that putting them in 
place will produce a better lending environment and conversation for 
themselves as well as their customer. These changes have ranged from 
changes in decline letters to make them more beneficial in terms of 
explanation and simple English, to major changes in IT and decision making 
systems to ensure that the lending decision is made at the most appropriate 
time. 

i) Begin in late October 2013 to produce short summary reports on the 
Appeals Process to highlight progress. 

I have produced 2 Quarterly Reports4 to date and will continue to do so this 
year. 

 

                                                           
4 http://www.betterbusinessfinance.co.uk/independent-reports  

http://www.betterbusinessfinance.co.uk/independent-reports
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5. Auditing Practices in Year 3 

As I have referred to in my previous reports, when we first started this work, no one 
had ever done this before.  In the ensuing 3 years, both I and my review team have 
built a deep knowledge of the banks’ different processes and approaches and this 
helped to ensure that I have delivered a robust and sound process that is beneficial 
for the SME businesses and for the banks. 

My review team, which continues to number 8 staff, has continued with its 
programme of site visits to each bank during the year.  The team, which has a broad 
range of relevant backgrounds in financial services to undertake its work on a robust 
and methodical basis, has again reviewed around 970 individual case files relating to 
appeals, which equates to 27% of the total number of appeals received by the banks 
(April 2013 to March 2014).  As in Year 2, I have allowed the banks to fill in Appeal 
Forms (Annexe G) themselves on a monthly basis and my review team have 
generally visited each bank on at least a quarterly basis in line with an agreed 
protocol (Annexe H).  Where the level of appeals has been high, or the level of 
overturns above what we would expect, additional visits have taken place.  Based on 
3 years of file reviews, we now have a detailed dataset relating to over 4450 cases 
(50% of the total number of appeals received by the banks over the same 
period).   In addition, we have gained valuable additional information from the decline 
sampling work where my audit team have looked at lending files at an earlier stage 
in the process. 

The decline sampling process required the development of new methodologies to 
undertake the work with each bank.  My team and I held detailed discussions with 
each bank to establish the most effective and efficient way of undertaking the work.  
Subsequently, I and the team have completed reviews with 4 of the banks and 
issues that need to be resolved before the work can be completed with others have 
been identified and agreed with the relevant banks. (Annexe I). 

I think it is important to restate that each bank operates differently and within each 
bank there are a range of processes that cover different product lines and different 
access routes.  We continue to adapt the underlying principles of the Appeals 
Process to reflect these differences.  In particular, this year, discussions that my 
review team and I have had with each of the banks have identified some areas which 
may not have previously fully applied the Appeals Process.  Written 
recommendations continue to be made, and positively received by the banks, after 
each site visit. 

Both the work on the decline sampling exercise and the routine visits, have 
highlighted that a key benefit from the Appeals Process is the recommendations that 
result in process change, some of which are significant.  The experience I and my 
team brings to its work has enabled them to identify key areas for improvements and 
change.  Strong relationships have been established with each of the banks which 
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have resulted in positive outcomes towards recommendations made, even where 
significant investment might be required.  However, we continue to challenge 
effectively and constructively, highlighting the strength of the independence my team 
and I bring to the Appeals Process. 
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6. Key Numbers for Year 3 

As I explain in each Annual Report, while I report each year on the numbers and 
statistics (which are the rich source of data I use to tackle the issues they raise) I 
always emphasise that it is impossible to make straight year on year comparisons. 
The numbers I report in total are made up of the individual numbers from all the 
banks that participate in the Appeals Process and each is doing different things. 
Some may have increased their numbers of appeals, reduced their overturn rate 
etc., and others may have gone in the opposite direction for reasons many of which 
are through process change that we have requested to make their lending 
environment better. 

 

 

As can be seen from the table above overall appeals numbers this year were 3518 
which is up on Year 2 and now means that we have had just over 9000 appeals 
through the process. The overall overturn rate has decreased from 39.2% to 31.7% 
which shows the impact of the process and other changes we have been working on 
with lenders, especially in credit cards, to make sure the lenders make the decisions 
at the right time. The amount of lending those overturns has produced is £13.1 
million this year which means that over the 3 years that the Appeals Process has 
been in place over £41 million of lending that would not have been there has gone 
into SMEs and through that will benefit the economy. While the £13.1 million for this 
year is down on Year 2 that is largely due to the fact that the main increase in 
appeals numbers has come from small SMEs who borrow in the under £25k lending 
area where the impact of bringing in more ‘Declined at Source’ cases has had the 
most impact. 

Appeals - April 2011 to March 2014 Apr 2011 -
Mar 2012

Apr 2012 -
Mar 2013

Apr 2013 -
Mar 2014 Total

Total No. of Appeals Received (ALL BANKS) 2177 3311 3518 9006

Total No. of Appeals Overturned (ALL BANKS) 860 1298 1116 3274

Overturn rate (based on Appeals Received - ALL BANKS) 39.5% 39.2% 31.7% 36.4%

Total Value of Appeals Overturned = £ millions £10.0 £18.5 £13.1 £41.7

Total No. of Appeals Received (Excluding Credit Cards) 1587 2146 2581 6314

Total No. of Appeals Overturned (Excluding Credit Cards) 518 634 730 1882

Overturn rate (based on Appeals Received - Excluding Credit Cards) 32.6% 29.5% 28.3% 29.8%

Total Value of Appeals Overturned (Excl. Credit Cards) - £ millions £9.7 £17.7 £12.7 £40.1

Total No. of Cases Reviewed 946 1777 1759 4482

Total No. of Cases Reviewed/Total No. of Appeals (as %) 43.5% 53.7% 50.0% 49.8%

Total No. of Overturn Cases Reviewed/Total No. of Overturn Cases (as %) 49.5% 62.9% 65.7% 60.3%

NB: Cases Reviewed and Overturn values based on data captured to end of March 2014
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I was asked earlier this year whether I thought this £41.7 million was significant given 
that over £40 billion is lent every year to SMEs. My reply was that to every one of 
those 3274 firms who got lending that would not have, had the Appeals Process not 
been in place, then that will have added benefit to them and the economy which 
would not have been there before. 

Without credit card appeals, numbers are up more in percentage terms due to the 
fact that we have been working positively with one the largest lenders in the credit 
card area to reduce their declines, appeals and overturns, by making the decision 
later and this has had the positive impact that we would have hoped. 

The final section of the chart shows the cases where we have looked in detail at 
them. While we sampled 100% of all cases in the initial months of the Appeals 
Process as time has gone on and I have become more comfortable with the 
processes the banks use to operate the Appeals Process so we have reduced the 
amount we actually look at in detail. However, we are still looking at half of all cases 
and almost two thirds of overturns which gives us the knowledge base we need to 
see what is happening and to spot if lenders are making decisions they should not 
be. 

I have also this year in my Quarterly Reports provided a graph of how the total 
appeal numbers and overturn percentage have moved on a three monthly basis to 
highlight any trend. 

Those two graphs are shown below and do show some of the points I have made 
above, on some banks going up and some coming down for good reasons. The 
impact of the addition of the new credit card appeals relating to appeals on credit 
card limit increases can be clearly seen as well in the last quarter of this year. 
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Total Appeals – 3 Months Rolling Average 

  

 

Overturned % - 3 Months Rolling Average 

 

In terms of the other key issue around the decline reasons for turning down lending 
that is later appealed, as I stated earlier in this report the size and robustness of our 
evidence base now allows us to split failed ’Credit Score’ into ’Adverse Data’ and 
simple ’Credit Scoring’. 
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The four pie charts below show decline reasons for all banks and then for lending 
below (including and excluding Credit Cards) and above £25,000 being the point 
where unsecured lending tends to stop and also where the Consumer Credit Act 
(discussed earlier in this report) stops. Whatever the decline reason though we can 
say that in well over 90% of all the overturn cases that the reason for the overturn 
was the bank asking for or being provided with another piece of information by the 
customer. This shows once again how critical that information exchange and 
conversation is to making good lending decisions for all parties. 
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Data, 6%

Decline Reasons - All Banks

*Adverse Data information only available from start of Year 3. Adverse Data declines for Year 3 were 
14% of total.
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Conduct, 13%

Affordability, 
24%

Appetite, 8%

Business 
Experience, 2%
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Contribution, 

1%

Failed Credit 
Score, 45%

Unspecified, 1%
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6%

Decline Reasons - Lending up to £25k
(Excluding Credit Cards)

*Adverse Data information only available from start of Year 3. Adverse Data declines for Year 3 were 15% of total.
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Failed Credit 
Score, 52%

Unspecified, 1%

*Adverse Data, 
7%

Decline Reasons - All Banks for Lending up to £25k

*Adverse Data information only available from start of Year 3. Adverse Data declines for Year 3 were 17% of total.
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In summary the main reasons for decline overall remain:  

• Failed Credit Score 43% 
• Affordability 25% 
• Account Conduct 10% 

However the stark difference between below and above £25k lending is once more 
highlighted this year as can be seen below. 

Decline Reason  Up to £25k Lending  Above 25K lending 
   Failed Credit Score 52% Affordability 48% 
   Affordability 20%  Appetite 20% 
   Account Conduct 10%  Business Experience 10% 
 
Appetite in this context is the desire of the lender to lend to this sector, type of 
business or policy constraint. 

Account 
Conduct, 7%

Affordability, 
48%Appetite, 20%

Business 
Experience, 10%

Customer 
Contribution, 8% Failed Credit 

Score, 4%

Unspecified, 2% *Adverse Data, 
1%

Decline Reasons - All Banks for Lending above £25k

* Adverse Data information only available from start of Year 3. Adverse Data declines for Year 3 were 1% of total.
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The table above shows Appeals by Lending Product, and it can be seen that those 
with the highest appeal numbers and overturns are in the areas where credit scoring 
applies. Also it highlights once again the small number of businesses using invoice 
discounting which I still believe to be a good form of finance for many businesses 
and is misunderstood. Also I would continue to make the point that I think one of the 
reasons for its lack of use is that many main contractors in large projects still do not 
allow their sub-contractors to use it and have a ‘non novate invoice’ clause in their 
contracts to them. Given that this area is one where small businesses have 
highlighted issues around payment by main contractors, I think allowing them to use 
invoice discounting by taking away these clauses would benefit small sub-
contractors greatly. The Government did it with MOD contracts some years ago so I 
see no reason why it should not be the same for all. 

Also this table highlights the high usage of credit cards by small and micro 
businesses. There has been some criticism in the past about small businesses using 
credit cards to finance their business and I would have been one of those until recent 
years. As the way we all do business has changed more and more radically with the 
use for example of much more online purchasing for business as well as consumers, 
so a well-managed commercial credit card can be the simplest and cheapest way for 
a small or micro business to provide working capital for its business. If the card is 
settled each month then the costs are minimal and even compared to an overdraft 
are better. I can see therefore the use of commercial and business credit cards 
increasing in the coming years which is why it is key for me to get the way decisions 
are made on them into a sensible place. I think I can say that this is now much better 

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

Asset Finance Commercial
Mortgage

Credit Card EFG Invoice Finance Overdraft Secured Loan Unsecured Loan Other

Appeals by Lending Product 
Percentages shown in bold indicate overturns as a percentage for that 

category

Appeals Overturns

Note: Above includes cases where customers have applied for up to two products and therefore actual 
number will be greater than the number of cases captured.
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than it was primarily due to the main credit card providers making their systems 
better and where and when they make a decision more effective for them and their 
customers. I would commend the way the main credit cards providers have 
approached these challenges positively and we have all made real progress. 

 

The table above shows Appeals by type of customer and continues to show that 
start-ups and those switching their account still have the highest overturn rate. This 
again highlights the use of personal credit data as the main initial screen in both 
those areas and how it does not in many cases provide a robust set of information 
on its own to make a decision on. In appeal cases the bank will generally ask for 
more information and as can be seen it then triggers a high overturn rate. That credit 
analysis is not the best way to evaluate a business is not open to question, but it is 
how it is done in many areas that causes concern and why both myself and the 
banks are focussing on how we can make it better the first time rather than after an 
appeal.  

The rest of the data split in various ways is shown in Annexe J and has shown little 
statistical change since last year.  

 



 

34 
 

7. Declines’ Sampling 

When the Appeals Process started in 2011 there was a discussion between myself 
and the lenders about whether we should be looking at those who did not appeal as 
well as those who did appeal? At that time it was sensible to focus only on those that 
did appeal to ensure that we put all our efforts into making sure that that part of the 
process worked well. 

Earlier this year Her Majesty’s Treasury (HMT) raised the issue again with me on the 
basis of now we know what those that appeal look like it would be good to see if 
those who did not appeal were what we would think they were too. What that 
question means is that we would hope that those that were not appealing were doing 
so on the grounds that they knew it would not be worthwhile doing so and not just 
that they had been deterred for other reasons, or just did not know that they could 
appeal in the first place.  

Therefore over the last 6 months we have worked with all the banks in the Appeals 
Process to audit their declines which have not appealed, to see how many might 
have been able to do so. We have done this only for non-credit card lending as there 
are specifics around credit card lending and those who apply for credit cards that 
make it difficult to carry out this type of exercise. 

In doing this though it had to be on the assumption that we could not go back and 
speak to individual customers but rely on using the data the bank had itself. That is 
not because it might not have been useful to do so, but it would have opened up a 
Pandora’s box of potential legal and other issues which would have made the 
exercise much more long term and in the end would not have added great extra 
value.  

Therefore for each lender we asked them to identify for us those SMEs that had 
been declined funding over a defined period and then from that pick a significant 
sample that covered all types and sizes of lending and sizes and types of customer. 
They were then asked to have someone not involved in the original decision to look 
at the file for each and the reason for decline to see if there was anything that they 
had missed or with the adding of a few bits of further information they might have 
looked at it again. Therefore the question was not would the bank have overturned 
the decision, but could the bank see a reason why it might have looked at it again. 
To do that the lender needs to know the full reason that the customer has been 
declined, which we have found is not always the case; therefore a proper declines 
analysis cannot take place. 

We have focussed initially on the large UK banks although we have also now 
completed a similar review with one of the smaller banks in Northern Ireland. 

We have also focussed on banks where we know that there are not process changes 
being initiated from the Appeals Process which will change the answer that would be 
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forthcoming. This would not be sensible given that we know that the process change 
will mean fewer declines and/or better understanding of why customers are declined. 

Therefore, to date 6 banks have reported back to us. Of those 6, we have decided to 
defer the analysis of two until certain process changes are in place. With one, that 
should mean that we can carry out the Declines’ Sampling later this year but in a 
more sensible process environment and with the other, the process change is so far 
reaching that it could take into next year for us to be in a position to do that, although 
we will try to do something sooner. 

However the good news is that of the 4 banks who have reported on their analysis, 
and where we have cross checked a representative sample of their own checking, I 
am pleased to report that the number of SMEs who were declined but on analysis 
may have had the possibility of having their cases looked at again is between 2% 
and 5% for those banks. To me that is in the realms of what you would expect, as no 
system anywhere is perfect and of those that might have been looked at again it is 
not saying that they would have been overturned.  

Therefore in terms of those SMEs who were declined but did not appeal, I do not 
think that, from those banks we have looked at, there is a significant number that 
have missed an opportunity and this also shows that the banks are making, in 
general, good decisions in those cases. This does not however mean that had more 
SMEs known about the Appeals Process more might have applied for credit than did, 
but that issue of awareness is addressed elsewhere in this report. 

Finally in this section while we have done those 4 banks it is our intention to repeat 
the exercise with each later this year to check that this sampling is sound and that 
there is no, or little, deviation from what was found originally.  
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8. Key Priorities for Year 4  

In terms of where I see my priorities for Year 4 of the Appeals Process, all centre 
around making sure that the conversation between lenders and SME customers gets 
better and better so both parties benefit. 
 
Under that overarching umbrella I will focus on some key issues. 
 

1. Ensuring that all banks can tell their customers clearly and precisely why they 
were declined for lending and what they might be able to do to change that 
decision over time. 

2. Working with all sides of the ‘awareness debate’ to make sure that where 
resource is being spent to raise awareness that it is being channelled and 
focussed in the areas where it makes most impact. Also work with all parties 
to try and put in place metrics which we all agree can measure progress 
which I am not sure we have just now. 

3. Bring in at least two, but hopefully three, new banks into the Appeals Process 
and work with each, using the experience we have built up to date, to get a 
process in place that benefits both them and their SME customer. 

4. With each bank identify all the systems that are involved in an SME customer 
making an application and understand how the Relationship Managers use 
them. 

5. Continue to ensure that all customers who should are getting the right to 
appeal and not being filtered out at source. 

6. Continue to use the Action Plans I have with each bank as dynamic 
documents which are added to and change as we work with them on issues 
we both agree need addressing within that bank. 

7. Continue to enhance our own data set and look further into it to establish any 
further issues that need addressing. 

8. Work with the FCA, HMT and others to examine whether the Consumer Credit 
Act in its current form is ‘fit for purpose’ in terms of ensuring that SME 
businesses are treated correctly given that they are different in some respects 
to consumers. 

9. Work with each bank to see how they are addressing the issues that 
discourage SMEs applying for lending for them. 

10. Continue my work with all stakeholders to see what can be done to make the 
credit scoring environment more useful and certain for all. 

11. Continue to meet with Relationship Managers and customers to see what 
their issues are and are we aware of them. 

 
Also, as we gather even more knowledge, of how all this works ensuring that the 
Appeals Process itself is as good as it can be and if not making sure that it adapts to 
ensure it does. 
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9. Appendices  

Annexe A – Bank commitments 

  
The Taskforce banks committed to 17 actions across three broad areas. To improve 
customer relationships we will: 
1. Support a network of business mentors by working with the business 

groups to deliver this free service to small businesses across the UK  
2. Improve service levels to micro enterprises (businesses with fewer than 

10 employees and turnover or a balance sheet under €2m) by setting out in a 
new Lending Code the levels of service banks will provide and outlining 
additional sources of help and advice  

3. Publish lending principles which clearly set out the minimum standards 
medium-sized and larger businesses can expect when asking banks for loans 
and other services  

4. Establish transparent Appeals Processes for when loan applications are 
declined, with processes independently monitored by a senior Independent 
Reviewer, who will publish the results of their review, to ensure each bank 
has a fair and equitable Appeals Process  

5. Initiate a pre re-financing dialogue 12 months’ ahead of any term loan 
coming to an end, which will include a timely review of business and re- 
financing needs and an assessment of what needs to be in place ahead of 
loan expiry to maximize the prospect of successful re-financing.  

To ensure better access to finance we will:  
6. Establish and invest in a new £1.5 billion Business Growth Fund (built 

over a number of years) to fill a crucial gap in the market and provide capital 
for viable businesses which want to invest and grow 

 
7. Support the Enterprise Finance Guarantee Scheme, seeking continued 

Government backing through to 2012, and accommodating any changes 
made by Government  

8. Help mid-sized businesses access syndicated debt markets by raising 
customer awareness, training customer-facing staff and engaging more 
actively with business groups and customers  

9. Improve access to trade finance through targeted SME awareness-raising 
campaigns and exploring possible regulatory adjustments with the FSA. Seek 
to open with Government access to trade finance products for businesses 
that qualify for the Enterprise Finance Guarantee Scheme  

10. Signpost alternative sources of finance, giving customers helpful 
information and advice if a loan is declined and raising awareness about the 
financial solutions they should consider  
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11. Help improve the supply of credit to the wider economy, working with the 
authorities to ensure that wholesale markets can support the necessary 
lending capacity as the economy recovers.  

To provide better information and promote understanding we will:  
12. Fund and publish a regular independent survey, commencing in early 

2011, to a methodology agreed with Government and business groups, so 
there is an agreed and authoritative set of data on business finance demand 
and lending supply  

13. Enhance the cross-industry lending dataset by broadening the statistics 
on lending available for wider bands of business activity; on lending to 
deprived areas; and on national and regional data on the provision of bank 
support to business start-ups  

14. Hold regional outreach events throughout 2011 with business groups to 
enable business customers and business groups to meet with key staff from 
the banks to answer questions and explain what services are available  

15. Improve customer information including a review of literature and other 
materials, so customers can more easily understand what products will best 
meet their needs  

16. Host a dedicated website through the BBA to draw together and link useful 
sources of information to help customers access the most appropriate 
information. This will also connect mentoring networks  

17. Establish a Business Finance Round Table where senior representatives 
from the banks and business groups meet regularly to discuss and review 
trends, identify emerging areas of concern, ensure problems are addressed 
and facilitate the implementation of the Taskforce initiatives. 

 
 
 
 
 
 
List of Banks: 
 
Barclays Bank 
HSBC 
Lloyds Banking Group 
Royal Bank of Scotland 
Santander 
Bank of Ireland 
Danske Bank 
First Trust Bank  
Ulster Bank 
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Annexe B – Minimum Standards and Scope of the Appeals Process  
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Annexe C – Examples and Metrics from the Generic Awareness Campaign 

 

 

 
Campaign examples 
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Annexe C contd. 

Website examples 

Home Page 
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Annexe C contd. 

Website Appeals Page 
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Annexe C contd. 

Forum engagement 
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Annexe C contd. 
 
Campaign metrics 
 

  
 

Metric Audience Campaign channels 
1.  Overall PR Metric     
50% campaign reach among SME owners/managers/chairmen  Owner/managers/chairmen of SMEs PR campaign among key national media. 

68% campaign reach among the key SME 

owner/manager audience achieved to 

date, with a frequency of 2.3 times each. 
2. Measured by SME Finance Monitor     
10 per cent increase in SMEs actively seeking different forms of finance 
confident of being successful in their application (source: based on SME 
Finance Monitor)  

SMEs actively seeking finance Paid online media 
Social media/forum engagement 
PR campaign 
Owned channels, eg website, Twitter 
Bank communications 

23-25 per cent of all SMEs aware of Appeals Process (measure: SME Finance 
Monitor).  This is equal to a 10-12 point uplift in awareness of the Appeals 
Process among our core target audience 
  

All SMEs Paid online media 
PR campaign 
Social media engagement 
Bank communications 

3. 50 per cent of those SMEs actively seeking finance to acknowledge their 
awareness of the Appeals Process through the banks point of entry 
references to appeals for example on loan check lists, application forms, 
and a ‘tick box’ for businesses to acknowledge their right of appeal. This 
will be measured by each bank with the independent appeals reviewer who 
will over-see this. (source: bank and independent reviewer) 

Active seekers made aware at the 
various ‘points of entry’ of the banks Owned channels, eg website, Twitter 

Bank communications; Independent 
reviewer 

4. 5 point increase in awareness of the BBF campaign and its wider support 
measures (measure: SME Finance Monitor).  SMEs actively seeking finance Paid online media 

Social media/forum engagement 
PR campaign 
Owned channels, eg website, Twitter 

5. Appeals Rejection Metric     
Measure of awareness of the right to appeal among those rejected, by 
sampling rejected customers (source: bank and independent appeals 
reviewer) 

SMEs rejected for finance Russel Griggs, Independent Appeals 

Reviewer 
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Annexe D – Individual Bank Awareness Raising 

 
Santander 
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Annexe D contd. 
 
HSBC 
 

 

Guide to Appealing a Business Lending Decision
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Annexe D contd. 
 
Lloyds Banking Group 
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Annexe D contd. 
 
RBS 
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Annexe D contd. 
 
NatWest 
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Annexe D contd. 
 
RBS 
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Annexe D contd. 
 
Barclays/ Barclaycard 
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Annexe D contd. 
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Annexe D contd. 
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Annexe E – Examples of how banks are getting information on credit scoring 
to SMEs 

 

 
 

5 
  

                                                           
5 http://ask.barclays.co.uk/help/loans_credit/credit_scoring 
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Annexe E contd. 
 

6 
 
 

                                                           
6 http://www.betterbusinessfinance.co.uk/support/post/how-to-improve-your-credit-score  

http://www.betterbusinessfinance.co.uk/support/post/how-to-improve-your-credit-score
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Annexe E contd. 
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Annexe F – Improving SMEs Access to Financing – European Developments   

(Drafted by Equifax) 
 
Background context 
The importance of SMEs to Europe’s economic success prompted the Commission to adopt 
in December 2011 a wide-ranging Action Plan to improve access to finance for SMEs. The  
Action Plan set out priorities in three main areas:  
 
1.  Improving the regulatory framework for SMEs;  
2.  Facilitating access to finance for SMEs from the EU budget; and  
3.  Using the Commission’s coordinating role to exchange best practices and develop a 

number of other measures to improve the environment for SMEs.  
 
Many of the actions contained within the Plan have been implemented, including regulatory 
measures, financial programs and facilitation initiatives.  
 
Information on SMEs and credit scoring 
A problem often cited as a hurdle that has traditionally made it difficult for SMEs to access 
the finance they need is the lack of adequate, comparable, reliable and readily available 
credit information on SMEs.  
 
With this in mind the European Commission organised a workshop in November 2013 with a 
wide range of stakeholders to discuss private and public national practices and new 
Initiatives, with the aim of finding ways to improve SME information.  
 
The workshop confirmed that there are clear barriers to investors' and finance providers' 
access to reliable, available and comparable SME information across the EU. Such barriers 
are partly due to the vast differences between Member States on the degree of public 
information and its disclosure, mainly due to the design of the national legal frameworks. 
 
As a result of the workshop the Commission will be undertaking in 2014 a mapping of the EU 
and national legislation and practices affecting the availability of SME credit information, with 
a view to considering possible EU approaches to the credit scoring industry and assessing 
the feasibility of harmonising/increasing the comparability of SME data across the EU. 
The Commission will also be looking to revive the dialogue between banks and SMEs with 
the aim of improving financial literacy of SMEs, particularly with regards to feedback 
provided by banks on loan applications.  
 
The Association of Consumer Credit Information Suppliers (ACCIS) which represents 39 
credit reference agencies in 27 member states supports the proposal by the European 
Commission to develop measures enhancing the availability of reliable information and to 
promote common minimum quality standards on the external evaluation of SMEs. 
 
Currently there is a wide divergence between credit reference agencies in various EU 
Member States as regards the breadth of information, sources of information about SMEs 
and individuals, types of data collected, retention of data etc. Whereas in some Member 
States credit information providers have access to a wide range of sources (banks, debt 
collectors, telecommunication companies, utilities suppliers etc.), in other countries these 
sources are largely limited to banks. Other aspects of depth and breadth of available 
information also vary significantly. 
 
An EU-wide policy discussion on developing common standards would contribute to 
improving the availability and reliability of information about SMEs and would be beneficial to 
SME access to finance. 
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However, given the significant divergences in the credit referencing industry practices across 
the EU, the development of such standards should be gradual, as currently there would be 
no possibility to impose uniform and binding EU-wide standards. Therefore, such standards 
should be developed through best practices and self-regulatory measures from the industry, 
validated at the EU level, or through recommendations by the European Commission.  
 
The work on such standards should involve a broad range of stakeholders, including credit 
reference agencies and other providers of information about SMEs, financial services 
companies and SME associations. Such industry-endorsed best practices would help 
improve the availability of information and could be later transformed into binding minimum 
standards (once a certain level of convergence is achieved across the EU). 
 
ACCIS is looking to be actively involved in the creation of these best practice standards. 
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Annexe G – Appeals Case Review Form 
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Annexe H – Promontory Site Visit Requirements for Appeals Files 

 

Requirements 

• Prior to the visit, we need to have a reasonable idea of the numbers of completed and in-scope appeals to be 
reviewed, and the number overturned by the Appeals Process.  This is important for resource management purposes 
at Promontory, and reduces the need for repeat visits to the same site.  Your help in communicating likely volumes for 
a visit is appreciated. 

• For each visit, we need the files to be complete and in date order.  Clearly labelled and organised files help us review 
files quickly and enable us to confirm compliance without undue additional work. Banks should also make sure, apart 
from the specifics listed below, that they include all other relevant documentation relating to the transaction. 

• For individual files, the following information should be included where available: 

o Original application, including documentation that enabled the case to be decided, such as financial 
statements, account history, business plan, cash flow forecast, credit score outcome, accounts, etc. A 
summary containing the key data from these may be sufficient 

o Details (inc dates/amounts where relevant) of the customer, location, new business, new to bank, 
length of relationship, existence of other facilities, turnover/size of business 

o Clear details of what product(s) is being asked for and for how much.  Details of existing facilities and 
terms where topping-up, and a clear purpose of what the credit is being asked for. 

o Details of any internal “4 eyes” process prior to the original decision being given to the customer 
including notes and dates 

o Names of original decision-maker, including those involved in any “4 eyes” process 

o Details of any referral to “Credit” and any views given by them, also to include dates 

o Copy of the decline letter and any notes of conversations with the customer as part of that process (it is 
known that more clarity around reasons is often provided in this way) 

o Appeal letter/email/note of call from customer including details of any reason for appeal including 
“don’t agree/not fair” 

o Acknowledgement letter when sent and where part of the process 

o Details of any information submitted with the appeal 

o Name of person who dealt with the appeal 

o Details of the appeal reviewer’s assessment/conclusions of the case, including whether any further 
information was sought from the customer and, if not, reasons why. 

o Details of information given to branch/local RM by the appeal reviewer where appeal outcomes are 
conveyed locally 

o Appeal outcome letter sent to customer 

o Details of any other conversations with the customer relating to the appeal outcome 

o Where Minimum Standards documentation is missing or the process was not adhered to, there should 
be an explanation of why it is not available and what is being done to ensure that it will be in future 
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Annexe I – Promontory Site Visit Feedback 

 

Site:   
Date:       
Attending 
Independent External Reviewer: Professor Russel Griggs, OBE 
Promontory:  
   

Appeals Reported to Date 
   

Reviewed by Promontory 

Year 
Appeals 
Received 

Appeals 
Overturned 

% Overturns 
Total 

Reviewed 

Reviewed 
This visit 

Year 1      
Year 2      
Year 3      

Appeals Processed Showing Overturn rates by Quarter Appeals Completed  

By Quarter Appeals 
Received 

Appeals 
Overturned % Overturns Appeals 

Completed 

Review 
Sheets 

Received 
Year 2. Q1        
Year 2. Q2      
Year 2. Q3      
Year 2. Q4      
Year 3. Q1 

 
     

Year 3. Q2      
Year 3. Q3      
Year 3. Q4      

Appeals Process Updates / Discussions  

•  

Positive Themes 
•  

Observations / Next Steps / Matters for Consideration 
•  
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Annexe J – General Tables 

Appeals by Government Office Region – (Apr 2011 – Mar 2014) - Combined 
 
  

 

 
 
 
 
 
 
  

KEY   

Scotland   

Northern Ireland   

England   

Wales   
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8

Appeals by Size of Lending Request - (Apr 2011 – Mar 2014)

Size of Lending Requested
(New Monies) Total Appeals Overturns

≤ £10k* 64% 34%

£10k < x ≤ £25k 17% 6%

£25k < x ≤ £50k 4% 1%

£50k < x ≤ £100k 4% 1%

£100k < x ≤ £250k 5% 1%

£250k < x ≤ £1m 4% 1%

x > £1m 1% 0%

All Lending 100% 44%

*Segment includes request to review/renew facilities where no New Monies (additional funding) was requested

9

Appeals by Size of Customer Turnover - (Apr 2011 - Mar 2014)

Customer Turnover Total Appeals Overturns

£0 < x ≤ £100k* 53% 24%

£100k < x ≤ £250k 23% 10%

£250k < x ≤ £1m 19% 8%

£1m < x ≤ £5m 5% 2%

x > £5m 1% 0%

All Lending 100% 44%

*Includes appeal cases where customer turnover is unknown


	1. Executive Summary
	2. Introduction
	3. Current Economic and Financial Context
	4. Priorities for Year 3 
	5. Auditing Practices in Year 3
	6. Key Numbers for Year 3
	7. Declines’ Sampling
	8. Key Priorities for Year 4 
	9. Appendices 
	Annexe A – Bank commitments
	Annexe B – Minimum Standards and Scope of the Appeals Process 
	Annexe C – Examples and Metrics from the Generic Awareness Campaign
	Annexe D – Individual Bank Awareness Raising
	Annexe E – Examples of how banks are getting information on credit scoring to SMEs
	Annexe F – Improving SMEs Access to Financing – European Developments  
	Annexe G – Appeals Case Review Form
	Annexe H – Promontory Site Visit Requirements for Appeals Files
	Annexe I – Promontory Site Visit Feedback
	Annexe J – General Tables


